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Introduction
If one judges from works like those of Sarat and Kearns [1] and 

Millhiser [2] among others, but also from common experience, there 
are serious grounds of doubting whether the judicial system can be 
compatible with fair socioeconomic allocations, i.e., with envy-free, 
equitable, and Pareto efficient allocations. For example, it has become 
common knowledge through the centuries that there has never been a 
Judiciary that it didn’t finally succumb to unequal treatment. “Legum 
servi sumus ut liberi esse possimus”, (i.e., we are slaves of the law so that 
we can be free) Cicero (106-43 BC) would caution against distrusting 
Justice. But, the problem is not with the Justice; it is with the Judiciary. 
The truth of the matter is that the Judiciary may very well become 
the source unfair socioeconomic allocations, ceteris paribus. And, 
once the unfairness is imposed by the coercive power invested with 
the Judiciary, the subsequent economy falls into the category of what 
Piccione and Rubinstein [3] model as jungle economy. The Judiciary 
may be held responsible for fostering a jungle economy and hence, 
its value should be evaluated within this type of social economy. And, 
according to Houba, Luttens, and Weikard [4,5], in a farsighted rather 
than myopic jungle, the equilibrium coincides with lexicographic 
welfare maximization for which initial wealth is irrelevant; otherwise 
we have jungle or the same, coercive equilibria. 

That is, the cause of fair division can be salvaged only under 
lexicographic preferences. Under the mentality that what matters 
primarily is to have law and thereby the people administering it 
regardless of individual preferences over the misallocation prompted 
by the Judiciary; which is what, of course, the above quotation from 
Cicero really signifies. If all are farsighted, they do acknowledge the 
value of Justice, they tolerate “mishaps” as a necessary evil when 
administering it in practice, and what would be characterized as 
misallocation in the absence of this acknowledgement and toleration, 
becomes now a fair division [6]. Put differently, in a decentralized 
environment encouraging the formation of rational expectations, the 
Judiciary is expected to live up to its reputation. A myopic perception 
of things, a perception based exclusively on short-term self-interest 

impeding the formation of such long-term expectations, would lead 
to coercive and hence, unstable equilibria, nurturing socioeconomic 
unrest.

But, what exactly “myopia” means within the context of the 
mainstream, non-jungle view of an intertemporal socioeconomy? As 
the term suggests, it refers to disregard of the future as follows. To 
preserve the dynamic character of decision making and keep at the 
same time the analysis simple, a two-period horizon is assumed in 
this paper. Within this time framework, myopia should mean decision 
making about consumption today and tomorrow, disregarding the fact 
that the consumption planned for tomorrow need not be surrounded by 
the same legal environment which is preferred for consumption today. 
The preferences tomorrow for tomorrow’s legal environment may be 
different from the current preferences for tomorrow’s environment. 
That is, in a two-period setting, we have to have Strotz’s [7] sense 
of myopia whereby future expectations do exist but shape current 
behaviour neglecting the fact that preferences in the future may change. 
Therefore, the law, as it will be defined immediately, should be entering 
a time-strongly additive utility function in a weakly separable fashion 
across periods when myopia is postulated in Strotz’s sense [8,9]. This, 
under the presumption that the presence of law corroborates output 
growth as North [10] acting thereby multiplicatively on consumption.

Now, this paper argues that within the context of mainstream 
economics, preferences need not be lexicographic to have a non-
coercive equilibrium even under myopia. To obtain such a result 
suffices law to be entering the utility function in a weakly separable 
mode regardless the homotheticity of the function. McCoubrey and 
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considerations. So, any suboptimal behaviour of the Judiciary should be attributed exclusively to the suboptimality of 
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White [11] have shown that no universally acceptable definition of law 
can be produced, but by the term “law” is meant below the positive 
factor by which consumption volume is multiplied as a result of law 
introduction in an otherwise fully private social economy. A factor 
shaped by such diverse institutions as industry regulation within 
period, social security rules across periods, or theft and robbery laws 
as handled by the Judiciary as state officials and hence, depending on 
whether state finances can ensure a sound Judiciary [12]. So, if sub-
optimal state behaviour weakens Judiciary performance after certain 
equilibrium is thought to have been reached, the solution will be 
another equilibrium with a different Judiciary, all else being the same 
including income distribution. Equilibrium is unstable if it depends on 
socioeconomic stratification.

The next section offers a formal support of our thesis, followed by 
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prices depend inversely on the substitution parameter. The fixed factor 
of production L* does not enter in this condition, and any positive 
profits could be considered to be rents to law abiding on the part of 
firms: * 0Π = − − >i i i i ip c k c L� � � , where Π  is the optimal form profit. 
From this last relationship and (5), one obtains that:
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which *
ic ’s have at equilibrium to be equal with the *

ic ’s from(3). These 
equalities characterize the non-coercive equilibria under the presumed 
myopia type and homotheticity.

Nevertheless, one the one hand the “Lite” has been criticized by 
many [19], and on the other hand the issue of the stability of equilibrium 
has to be addressed by relaxing homotheticity. Accordingly, we 
continue by capitalizing upon the notion of myopic separability 
advanced by Kannai, Selden and Wei [20], who note that myopia does 
not necessarily presuppose homotheticity or logarithmic period utility. 
Let utility be given for example by the simple non-homothetic function:

( )1 2 .  u L c c= +   (7)

The optimum quantities under again (1) will now be:
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which is certainly more complicated than when the left-hand term is 
only 1 2/p pδ . 

And, of course, one needs not go on with the tedious algebra 
surrounding the non-homothetic case to conclude that the condition 
for the equilibrium relationship between taxes will be even more 
stringent than without borrowing. More important is the observation 
that homotheticity, income distribution, is not responsible for the 
additional restrictions in establishing non-coercive equilibria in the 
presence of the state. Responsible is the state per se regardless income 
distribution and the social choice rule sustaining it. To have absence 
of coercion suffices to have a benevolent state from the viewpoint that 
it does not consist of a rent-seeking bureaucracy rather than from the 
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