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Abstract

A law prohibiting a particular behavior does not directly change the
payoff to an individual should he engage in the prohibited behavior.
Rather, any change in the individual’s payoff, should he engage in
the prohibited behavior, is a consequence of changes in other peoples’
behavior. If laws do not directly change payoffs, they are “cheap talk,”
and can only affect behavior because people have coordinated beliefs
about the effects of the law. Beginning from this point of view, we
provide definitions of authority in a variety of problems, and investigate
how and when individuals can have, gain, and lose authority.

I have as much authority as the Pope. I just don’t have as many people
who believe it.
George Carlin

1 Introduction

We will first argue a simple but powerful point: Laws by themselves cannot
change the costs and benefits associated with any given actions people might

*The first version of this paper was completed in February 1998. We thank audiences
at many conferences and seminars for their helpful comments. Mailath and Postelwaite
thanks the National Science Foundation for research support (grants #SBR-981069 and
#SES-0095768). This is the 2001 version with minor edits; we have not attempted to
update the references.
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