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Jurisdiction Wealth is defined as the assessed value of taxable property. Average

income is included as a determinant in the estimating equation and since income

is correlated with residential property, we expect variations in our wealth variable

holding average income constant to pick up the differences in nonresidential taxable

property across county jurisdictions. There is no widely-accepted theory explaining

how owners of nonresidential taxable property influence local government behavior.

The literature does, however, identify nonresidential capital mobility as an indirect

channel of influence. According to this view, local governments have incentives to

adopt lower tax rates and spending levels when nonresidential capital is mobile, re-

gardless of whether they expect net in-migration or out-migration of taxable wealth

(Turnbull and Niho, 1986; Wilson, 1986). Whether or not the dampening effect of

mobile nonresidential capital is strong enough to prod otherwise expansive local gov-

ernments to adhere more closely to the median voter’s optimal outcome remains an

empirical question. We find a significantly negative coefficient on the Wealth vari-

able in all of the estimated equations in Table 6. Whatever the indirect effects of

nonresidential taxable property on voter demands, our results indicate that a greater

nonresidential presence in the jurisdiction reinforces county behavior consistent with

the pure democratic outcome depicted by the MVH. Nonresidential property owners

apparently reinforce the discipline of horizontal competition on local government be-

havior, either directly through political lobbying or indirectly through the implicit

threat of mobility.

The Population density variable measures one physical aspect of the jurisdiction.

Because the model also includes Land area as a separate variable, increases in pop-

ulation density are interpreted as increases in total population (holding total area

constant). This variable therefore controls for one measure of jurisdiction size. The

three columns in Table 6 reveal that the effects of population on the likelihood a

MVH violation varies across samples. For the pooled sample the effect is negative.

The MSA and non-MSA subsamples, however, suggest different pictures. The MSA

population density coefficient is positive, indicating that counties in the central urban

counties or urban "collar" counties—those with greater population densities—are more

likely to violate the median voter hypothesis than are suburban or exurban counties.
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Why this should be is not entirely clear, although the result accords with the ca-

sual notion that suburban and exurban jurisdictions in metropolitan areas are more

responsive to their residents than are their older counterparts governing the central

and collar communities.

The Land area variable is included to capture the effects of jurisdiction size on

its performance. Since population density is also in the model, a greater land area

holding population density constant indicates both greater area and total population.

Looking at the reported coefficients on this variable, the negative land area coefficient

in the pooled MVH test sample appears to be reflecting the negative coefficient for

the non-MSA subsample. Recalling our interpretation of this variable as an overall

measure of size, the negative coefficient in the non-MSA context indicates that smaller

rural counties tend to violate the median voter hypothesis while larger rural counties

do not. This is a puzzling result.

The Expenditure concentration variable is defined as the Herfindahl index measur-

ing spending concentration across the broad budget categories spelled out in Table

5. There are two different rationales for including this variable as a potential deter-

minant of MVH violations. First, greater budgetary complexity decreases the clarity

(Wagner, 1976) or increases uncertainty (Turnbull, 1998) of the tax-services nexus for

taxpayers. Thus, greater budgetary complexity increases fiscal illusion which in turn

pushes the equilibrium away from the median voter’s most preferred tax-spending

mix (Oates, 1979; Turnbull, 1998). According to this view, greater expenditure con-

centration (i.e., less complexity) indicates less fiscal illusion and a greater probability

that the county satisfies the MVH.

The second rationale interprets the Herfindahl index of spending structure com-

plexity as an indicator of how close the county is to a "single purpose" government

(Turnbull and Djoundourian, 1994). Counties with high Herfindahl index values,

spending most of their budgets in one service category, present voters with a setting

approximating a single dimension issue assumed in the simple median voter hypoth-

esis. Counties with low Herfindahl index values, spending their budgets on a wide

variety of service categories, confront voters with multiple dimensional issues. Ac-

cording to Plott’s (1976) theorem, the median voter hypothesis applies more readily
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to settings resembling single dimension issues than settings that more closely re-

semble multiple dimension issues. Following this argument, Plott’s theorem implies

that counties with higher expenditure concentration index values will be less likely

to exhibit MVH violations. According to either of these rationales, the expenditure

concentration coefficient should be negative in the probit equation.

Interestingly, the expenditure concentration coefficient is significantly positive for

all three samples reported in Table 6; greater budgetary complexity increases the

probability that the county satisfies the MVH. This result runs against both the

fiscal illusion argument and the argument based on Plott’s theorem. Nonetheless,

our estimates are consistent with established results for municipal governments found

using different empirical methods (Turnbull and Djoundourian, 1994): small and

medium cities that diverge most from the single-tax-single-service characterization

thought to be necessary for the median voter model actually provide stronger support

for the model than do cities closer to the single-tax-single-service characterization.

We also include in the model population characteristics racial composition, edu-

cation level, and the percentage of vote for the Democrat candidate in the preceding

presidential election. According to the significantly negative Percent black effect for

the pooled MVH test, counties with greater black population are more likely to satisfy

the median voter hypothesis. However, the MSA and non-MSA tests subsamples do

not show significant racial composition effects on the likelihood of a MVH violation.

The Education level is significantly positive for both the pooled and non-MSA sam-

ples, a relationship that is difficult to interpret. We include the Presidential vote in

the model to proxy for any effects of political ideology exhibited by the county voters.

This variable has no significant effect on the likelihood of a MVH violation.

4.2 Government structure and external constraints

We now turn to the effects of government structure and home rule on county behavior,

the focus of this study. With respect to internal government structure, the Council-

Administrator, Elected Executive, and Commission forms represent the three types of

county governments in our sample. As explained earlier, each type embodies different
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decision-making and management structures. The differences can be attributed to

their differing characteristics in terms of separation-of-powers (SOP) and elected-

versus-professional management.

The coefficient estimates for all samples are not significantly different from each

other. County government structure does not affect the extent to it satisfies the

median voter’s demand. The broader literature on how management form affects

spending or costs yields no broadly accepted conclusions as yet. These results appear

to reinforce other studies of municipal governments concluding that organizational

form has little or no effect (Deno and Mehay, 1987; Campbell and Turnbull, 2003).

Finally, we include the variable Degree of Home Rule as our measure of how

binding the constraints on range of functions are on the county governments. This

variable is an index ranging in value from one (strict Dillon’s rule or no Home Rule)

to four (strict Home Rule), as defined in Table 1.

Recall that there are several alternative hypotheses about how Home Rule, or

its antithesis Dillon’s rule, can be expected to affect county governments. Under

the Leviathan hypothesis of Brennan and Buchanan (1980), Dillon’s rule constrains

county governments, keeping them from unduly expanding spending beyond con-

stituents’ demands for publicly provided goods and services. In this case stronger

home rule increases the probability of a MVH violation.

In contrast, home rule proponents envision the pressures of interjurisdiction com-

petition or the threat of residential migration as sufficient to ensure the dominance

of the median voter’s position in local government. In such cases Dillon’s rule con-

strains counties from providing the combinations of goods and services desired by

constituents. According to this hypothesis, stronger home rule decreases the prob-

ability of a MVH violation. Further, we expect to find a large negative coefficient

on the home rule variable for MSA counties, where the discipline of horizontal com-

petition is strongest, than for nonMSA counties, where the discipline of horizontal

competition is arguably weaker.

On the other hand, we must also recognize the possibility that if the state legisla-

ture can use what is known as "local legislation" to modify local government powers

on a case-by-case basis, then the degree of home rule should pose little constraint on
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the ability of counties to meet voter’s demands.6 The question then becomes whether

or not the log-rolling process required for the state government to enact local leg-

islation makes this approach more cumbersome than simply granting home rule in

the first place. Nonetheless, the ability of state government to enact local legislation,

when permitted, can compensate for the lack of home rule powers. In such cases,

local legislation can serve as a substitute for home rule, in which case we expect the

degree of home rule variable to show no relationship with the likelihood of a MVH

violation in the probit equation.

So what does the empirical evidence indicate? Looking at the first and third

columns in Table 6, the significant positive coefficients for the pooled and non-MSA

samples are consistent with the Leviathan hypothesis. The insignificant (although still

positive) home rule coefficient for the MSA subsample is consistent with the notion

that horizontal (and vertical) competition effects of being in a metropolitan area are

sufficient to constrain counties to meet voter demands. Weakening or strengthening

their ability to widen or narrow their activities does not appear to matter. Perhaps the

local legislation effect is at work here, too. If urban counties have more political clout

than do rural counties in state government then restricting home rule is effectively

counteracted by local legislation for urban counties and the home rule variable shows

no effect as a determinant of MVH violations. At the same time, though, home rule

matters for rural counties when they cannot as easily obtain adjustments in their

powers through local legislation; as a result, home rule is a significant determinant of

MVH violations for rural counties.

5 Conclusion

This study examined how the internal structure of county governments and external

constraints on their actions affect their ability to meet voters’ demands. Applying the

nonparametric empirical method of revealed preference demand theory, our results

show that the government decision-making structure does not significantly affect the

6Of course, there is no need for local legislation under strict home rule.
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extent to which a county government replicates the pure democracy equilibrium rep-

resented by the median voter hypothesis (MVH) once other relevant factors are taken

into account.

In contrast with the results for internal structure, we found that the external con-

straints in the form of home rule or Dillon’s rule do affect government behavior. Once

the socio-economic factors and government decision-making structure are accounted

for, stronger home rule significantly increases the likelihood that the locale will not

satisfy the MVH equilibrium. This is consistent with Brennan and Buchanan’s (1980)

Leviathan view of government. Using Dillon’s rule to constrain the range of activities

that can be undertaken by local governments limits their ability to expand activities

beyond the level most preferred by their constituents. The results from the MSA

and non-MSA subsamples show that this effect holds for non-MSA counties. How-

ever, home rule powers or Dillon’s rule restrictions on county government functions

tend to have no significant effect on whether or not the an MSA county satisfies the

median voter hypothesis. At least for the MSA subsample of counties, then, the re-

sults are consistent with the notion that horizontal competition among governments

in the urban area can effectively constrain the expansionary proclivities of the local

Leviathans.
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Table 1. States in Sample

In Sample Council- 
Administrator

Elected
Executive

Commission

Alabama (AL) 67 43 5 3 35 Weak Dillon's Rule
Arkansa (AR) 75 55 1 14 40 Weak Home Rule
California (CA) 57 57 31 18 8 Weak Home Rule
Colorado (CO) 62 37 7 6 24 Strong Home Rule
Florida (FL) 66 66 35 8 23 Weak Home Rule
Georgia (GA) 157 154 36 17 101 Weak Home Rule
Iowa (IA) 99 63 2 4 57 Weak Home Rule
Idaho (ID) 44 23 0 1 22 Strong Dillon's Rule
Illinios (IL) 102 72 3 16 53 Weak Home Rule
Indiana (IN) 91 89 0 9 80 Weak Home Rule
Kansas (KS) 105 104 4 6 94 Strong Home Rule
Kentucky (KY) 119 112 0 13 99 Weak Dillon's Rule
Louisiana (LA) 61 26 2 12 12 Strong Home Rule
Maryland (MD) 23 23 3 16 4 Weak Home Rule
Michigan (MI) 83 82 15 18 49 Weak Dillon's Rule
Minnesota (MN) 87 46 16 3 27 Strong Dillon's Rule
Mississippi (MS) 82 35 1 3 31 Weak Dillon's Rule
Missouri (MO) 114 54 0 4 50 Strong Home Rule
Montana (MT) 54 38 1 2 35 Strong Home Rule
Nebraska (NE) 93 93 0 7 86 Strong Dillon's Rule
New Jersey (NJ) 21 20 3 13 4 Weak Dillon's Rule
New Mexico (NM) 33 27 7 12 8 Strong Dillon's Rule
New York (NY) 57 56 7 27 22 Weak Home Rule
North Carolina (NC) 100 100 55 42 3 Strong Dillon's Rule
North Dakota (ND) 53 45 0 2 43 Strong Home Rule
Ohio (OH) 88 51 3 17 31 Strong Home Rule
Oklahoma (OK) 77 46 0 2 44 Strong Dillon's Rule
Oregon (OR) 36 29 3 4 22 Strong Home Rule
Pennsylvania (PA) 66 54 4 10 40 Weak Dillon's Rule
South Carolina (SC) 46 46 18 19 9 Strong Home Rule
South Dakota (SD) 64 37 1 1 35 Strong Home Rule
Tennessee (TN) 93 88 0 8 80 Weak Dillon's Rule
Texas (TX) 254 157 1 5 151 Strong Dillon's Rule
Utah (UT) 29 28 0 0 28 Strong Home Rule
Washington (WA) 39 38 0 6 32 Weak Dillon's Rule
West Virginia (WV) 55 54 1 2 51 Strong Dillon's Rule
Wisconsin (WI) 72 72 9 14 49 Strong Home Rule
Wyoming (WY) 23 23 0 0 23 Strong Dillon's Rule

Counties
Home Rule /
Dillon's Rule

State Total Counties



Table 2. MVH Test Results

State Number 
of

Counties

Congestion 
Parameter 

(π)

Possible 
WARP

Violations

Actual 
WARP

Violations

Counties in 
WARP

Violations

Possible 
GARP

Violations

Actual 
GARP

Violations

Counties in 
GARP 

Violations

Alabama (AL) 43 0.58~0.63 903 3 5 (11.62%) 79,507 7 5 (11.62%)
Arkansa (AR) 55 0.00~0.05 1,485 14 16 (29.09%) 166,375 59 21 (38.18%)
California (CA) 57 0.04~0.07 1,596 0 0 (0.00%) 185,193 0 0 (0.00%)
Colorado (CO) 37 0.95~0.97 666 5 9 (24.32%) 50,653 11 9 (24.32%)
Florida (FL) 66 0.57~0.62 2,145 0 0 (0.00%) 287,496 0 0 (0.00%)
Georgia (GA) 154 0.00~0.01 11,781 16 21 (13.63%) 3,652,264 72 29 (18.83%)
Iowa (IA) 63 0.04~0.05 1,953 5 8 (12.69%) 250,047 20 12 (19.04%)
Idaho (ID) 23 0.26~0.42 253 0 0 (0.00%) 12,167 0 0 (0.00%)
Illinios (IL) 72 0.00 2,556 1 2 (2.77%) 373,248 4 3 (4.16%)
Indiana (IN) 89 0.28 3,916 35 39 (43.82%) 704,969 214 47 (52.80%)
Kansas (KS) 104 0.00 5,356 81 57 (54.80%) 1,124,864 1,624 70 (67.30%)
Kentucky (KY) 112 0.83 6,216 17 16 (14.28%) 1,404,928 149 20 (17.85%)
Louisiana (LA) 26 0.08~0.12 325 3 5 (19.23%) 17,576 8 7 (26.92%)
Maryland (MD) 23 0.00~0.14 253 0 0 (0.00%) 12,167 0 0 (0.00%)
Michigan (MI) 82 0.67~0.68 3,321 13 17 (20.73%) 551,368 50 20 (24.39%)
Minnesota (MN) 46 0.11 1,035 20 22 (47.82%) 97,336 77 31 (67.39%)
Mississippi (MS) 35 0.21 595 8 9 (25.71%) 42,875 78 14 (40.00%)
Missouri (MO) 54 1.00 1,431 6 10 (18.51%) 157,464 625 37 (66.66%)
Montana (MT) 38 0.03 703 9 14 (36.84%) 54,872 35 16 (42.10%)
Nebraska (NE) 93 0.00 4,278 2 3 (3.22%) 804,357 5 3 (3.22%)
New Jersey (NJ) 20 0.00~0.02 190 1 2 (10.00%) 8,000 2 2 (10.00%)
New Mexico (NM) 27 0.03~0.15 351 0 0 (0.00%) 19,683 0 0 (0.00%)
New York (NY) 56 0.00 1,540 52 45 (80.35%) 175,616 671 50 (89.28%)
North Carolina (NC) 100 0.35 5,050 8 12 (12.00%) 1,000,000 43 18(18.00%)
North Dakota (ND) 45 1.00 990 74 38 (84.44%) 91,125 721 40 (88.88%)
Ohio (OH) 51 1.00 1,275 7 12 (23.52%) 132,651 19 13 (25.49%)
Oklahoma (OK) 46 0.02 1,035 5 9 (19.56%) 97,336 14 10 (21.73%)
Oregon (OR) 29 0.04~0.05 406 0 0 (0.00%) 24,389 0 0 (0.00%)
Pennsylvania (PA) 54 0.00 1,431 15 19 (35.18%) 157,464 149 25 (46.29%)
South Carolina (SC) 46 0.08 1035 7 12 (26.08%) 97,336 16 12 (26.08%)
South Dakota (SD) 37 0.00~0.30 666 0 0 (0.00%) 50,653 0 0 (0.00%)
Tennessee (TN) 88 0.20 3,828 13 22 (25.00%) 681,472 46 28 (31.81%)
Texas (TX) 157 0.00~0.02 12,246 2 4 (2.54%) 3,869,893 4 4 (2.54%)
Utah (UT) 28 0.72 378 4 5 (17.85%) 21,952 19 6 (21.42%)
Washington (WA) 38 0.00~0.44 703 0 0 (0.00%) 54,872 0 0 (0.00%)
West Virginia (WV) 54 0.00~0.02 1,431 25 25 (46.29%) 157,464 322 37 (68.51%)
Wisconsin (WI) 72 0.03~0.11 2,556 0 0 (0.00%) 373,248 0 0 (0.00%)
Wyoming (WY) 23 0.87 253 4 8 (34.78%) 12,167 8 8 (34.78%)



Table 3. Urbanization and MVH Violations

States with
Zero Violations

States with 
< 5% Violations

States with 
≥ 5% Violations

Row 
Total

MSA Counties 25 (69%) 0 (0%) 11 (31%) 36 (100%)

Non MSA Counties 11 (30%) 3 (8%) 23 (62%) 37 (100%)

Note: MSA and Non MSA samples do not sum to the total number of state because some states had three or 
         fewer MSA counties or non MSA counties, which precludes GARP tests.



Table 4. Home Rule and MVH Violations

State Type States with
0% Violations

States with
< 5% Violations

States with
≥ 5% Violations Row Total

Strong Home Rule 3
(25%)

0
(0%)

9
(75%)

12
(100%)

Weak Home Rule 3
(33%)

1
(11%)

5
(55%)

9
(100%)

Weak Dillon's Rule 1
(14%)

0
(0%)

6
(86%)

7
(100%)

Strong Dillon's Rule 2
(20%)

2
(20%)

6
(60%)

10
(100%)

All States 9
(24%)

3
(8%)

26
(68%)

38
(100%)



Table 5. Determinants of MVH Violations

Variable Definition Data Source

Average household income Social and Economic Characteristics, 
1990 Census of Population , 
1990 CP-2-1~52, Table 148

Wealth County assessed property tax base Assessed Valuations for Local General Property Taxation, 
1992 Census of Governments , GC92(2)-1, 
Taxable Property Values, Vol.2, No.1

Population density County population per square mile City and County Data Book 1994 , 
Table B. Counties, Area and Population

Land area Area of county in square mile City and County Data Book 1994 , 
Table B. Counties, Area and Population

Percent black City and County Data Book 1994 , 
Table B. Counties, Population Characteristics

Education level Percent of High school graduate 
or higher

City and County Data Book 1994 , 
Table B. Counties, Education and Money Income

Presidential vote Percent of vote for democratic
in 1992 presidential election

City and County Data Book 1994 , 
Table B. Counties - Elections

Expenditure 
Concentration

Finances of County Governments, 
1992 Census of Governments , 
GC92(4)-1 Table 13, Vol.4. No.3.

Council-Administrator = 1 if council-manager form of government
= 0 otherwise

The Municipal Year Book 1994 , 
Directory 1/10, Officials in U.S. Counties

Elected Executive = 1 if elected executive form of government
= 0 otherwise

The Municipal Year Book 1994 , 
Directory 1/10, Officials in U.S. Counties

Commission = 1 if commission form of government
= 0 otherwise

The Municipal Year Book 1994 , 
Directory 1/10, Officials in U.S. Counties

Degree of Home Rule = 1 if strong Dillon's Rule
= 2 if weak Dillon's Rule
= 3 if weak Home Rule
= 4 if strong Home Rule

Calculated from information 
reported in Home Rule in America: 
A Fifty-state Handbook (Krane, Rigos, and Hill, 2001)

2 2 2
. . .
. . .

Police Exp Roads Exp Health Exp
General Exp General Exp General Exp

⎛ ⎞ ⎛ ⎞ ⎛ ⎞
+ +⎜ ⎟ ⎜ ⎟ ⎜ ⎟

⎝ ⎠ ⎝ ⎠ ⎝ ⎠
2 2

. .
. .

Sanitation Exp Other Exp
General Exp General Exp

⎛ ⎞ ⎛ ⎞
+ +⎜ ⎟ ⎜ ⎟
⎝ ⎠ ⎝ ⎠



Table 6. Probit Analysis of MVH Violation Determinants

                          Dep. Var.

Explanatory Var.

(I) All Pooled
GARP Violation = 1

Otherwise=0

(II) MSA 
GARP Violation = 1

Otherwise=0

(III) Non-MSA 
GARP Violation = 1

Otherwise=0

Average household income -0.9225** -0.4897 -0.2844
-3.19 -0.86 -0.71

Wealth -0.3478** -0.1913** -0.3723**
-11.59 -2.74 -10.00

Population density -0.0336 0.1486 -.1837**
-0.87 1.48 -3.34

Land Area -0.2571** 0.1130** -0.4019**
-4.30 4.91 -4.90

Expenditure Concentration 0.9489** 1.4511 0.6040**
8.62 -1.77 4.47

Percent black -0.0502** -0.0939 -0.0153
-2.91 0.42 -0.75

Education level 0.8741** 0.3965 1.1764**
2.66 0.92 2.85

Presidential vote -0.2295 -0.5083 -0.1049
-1.62 -1.38 -0.60

Council-Administrator 10.9925** 4.4612 3.9789
4.35 0.84 1.12

Elected Executive 11.2726** 4.9968 4.3679
4.47 0.94 1.24

Commission 11.2159** 4.6774 4.2385
4.47 0.88 1.21

Degree of Home Rule 0.1475** 0.1560 0.1122**
4.71 1.94 2.92

Chi-Square 339.59** 55.31**  194.35**
Log-Likelihood  -1063.7683  -185.5150  -672.0919
Psudo-R square  0.1376 0.1297  0.1263
Observation  2162  647  1510
Note: All models exclude a constant term.
          All varaibles are log form except government form dummies and Degree of Home Rule
          T-statistics in bold.
         * Significant at the 5% level    ** Significant at the 1% level




