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In the last few centuries, large parts of the world have become wealthier.
According to standard economic theory, technological progress is one of
the main contributors toward economic prosperity. Other important fac-
tors are institutional rules that protect property rights and promote in-
novation and competition among producers of goods and services.
While the literature on institutions within economic science has grown
immensely in recent years, theoretical and empirical research on the re-
lationship between power and institutions is sparse. Building on dec-
ades of research on economics and public policy, Randall Holcombe’s
recent book Coordination, Cooperation, and Control looks into this ne-
glected topic and focuses on power as a key concept in explaining the
origin and evolution of institutions over human history.

According to Holcombe, one of the main reasons for the increase in
wealth in the last centuries is the separation of economic and political
power. The main claim of the book is that when the same people hold
both economic and political power, the result is stagnation. Conversely,
when economic and political power is separated, the result is economic
progress. Therefore, keeping those with economic power from obtaining
political power, and vice versa, is necessary to maintain the economic
prosperity the world has seen in the last few hundred years.

In more detail, the 13 chapters of the book can be roughly separated
into three parts. The first part includes four chapters and is devoted to
examining in detail the properties of political and economic power. The
concept of power is first presented in chapter 1, while the characteris-
tics of political power and economic power are analyzed in chapters 2
and 3. Finally, chapter 4 examines how the separation of political and
economic power occurs.

As Holcombe explains in the first part of his book, economic pro-
gress is only possible because of the coordination of the economic activ-
ities of individuals from all around the world. This coordination can oc-
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cur in two different ways: cooperation and control. Markets work on the
basis of cooperation between buyers and sellers and the voluntary ex-
change of goods and services. In contrast, governments operate by con-
trol, threatening to impose costs on those that do not pay taxes or abide
by regulations of government institutions.

The concepts of economic and political power examined in this part
have an institutional foundation. According to Holcombe, economic
power is institutionalized control over resources exercised through vol-
untary cooperation with others. In contrast, political power is institu-
tionalized control over the actions of people through threats of coercion
(force and sanctions) against those who do not comply. However, coop-
eration in market exchanges requires an institutional framework that
clearly defines and enforces property rights. This is created and pro-
tected by those who have political power.

While in the first part of the book Holcombe does not offer indisput-
able definitions of political and economic power, his way of presenting
those concepts provides useful insights for understanding how they in-
fluence economic prosperity. When economic and political power is sep-
arated, those who have economic power have an incentive to engage in
profitable activities and look for ways to create value for others. This
results in more efficient production processes and new and improved
goods and services. Therefore, when economic power is exercised inde-
pendently of political power, the result is economic progress. In con-
trast, when people who hold economic power also acquire political pow-
er, the result is economic stagnation. Instead of promoting market com-
petition and innovation, they use their political power to provide them-
selves with economic benefits through tax cuts, subsidies, tariffs, and
market entry barriers.

The first four chapters provide the conceptual foundation for ana-
lyzing political and economic power. The second part consists of four
chapters that build on this foundation to examine the evolution of eco-
nomic and political power from a historical perspective. The chapters
within this part address economic and political power in pre-agricultural
societies (chapter 5) and in agrarian and feudal societies (chapter 6), the
characteristics of institutions that support commerce and industry
(chapter 7), and the power relationships developed in commercial and
industrial societies (chapter 8). One of the main claims here is that while
economic power has almost always been dominated by political power,
the remarkable increase in economic prosperity in the last few hundred
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years has been the result of the development of economic and political
institutions of capitalism that led to the separation of economic and po-
litical power.

In more detail, Chapter 5 draws on a plethora of evidence to de-
scribe societies before the Neolithic (first agricultural) revolution. A key
idea in this chapter is that in pre-agricultural societies the most im-
portant factor of production is labor, and that different types of power
are not clearly differentiated. All relationships were based on labor ac-
tivities and the personal knowledge and reputation of group members.
Different types of power are combined because all of them are exercised
over the activities of individuals. Although it is often difficult for indi-
viduals to leave pre-agricultural societies, groups can exit and take their
labor with them. This ability provides some check on the abuse of power.

In chapter 6, Holcombe examines societies after the agricultural rev-
olution where land displaces labor as the most important factor of pro-
duction. In these societies, economic power is based on the possession
of land that brings with it political power over those who work on that
land. Therefore, in agricultural societies, political and economic power
tends to be in the hands of the same people. There are also fewer checks
on the abuse of power because those without land cannot easily move
away from agrarian societies. Holcombe suggests that, because of the
combination of economic and political power, societies were stagnant
and economic progress was very slow.

In chapters 7 and 8, Holcombe examines modern industrial and
commercial societies where capital and entrepreneurship are the most
important factors of production. These societies are more productive
than pre-agricultural and agricultural societies, creating economic sur-
pluses. Capital and entrepreneurship are mobile and can therefore move
and escape the abuse of political power. Moreover, capital depreciates
and requires constant investment for its maintenance in a particular ar-
ea. Therefore, there are incentives for those with political power to pro-
tect and tax those with economic power. Holcombe concludes that
commerce and industry can facilitate the development of institutions
that allow economic power to flourish independently from political
power.

After a detailed historical analysis in the second part of the book,
the third part examines topics familiar to followers of the Public Choice
tradition. Holcombe’s analysis of power provides some new ways to ex-
amine these theories and issues faced by contemporary societies. Chap-
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ter 9 analyzes politics as a vocation, chapter 10 re-examines social con-
tract theories, chapter 11 focuses on the role of ideology on the separa-
tion of political and economic power, and chapter 12 examines issues
related to the recombination of political and economic power. Finally,
chapter 13 applies ideas developed throughout the book to examine
economic progress in countries around world.

In chapter 9, Holcombe examines the differences between plunder
and taxation, the role of legal institutions, and the main characteristics
of political competition. One of the main ideas of this chapter is that
governments are based on the exchange of protection for tribute. To
practice politics as a vocation, it is important that there is a surplus of
economic resources that can support those that have political power. In
commercial and industrial societies, instead of engaging in plunder that
provides only short-run benefits, those with political power have an in-
centive to collect regular tribute over a long time. To avoid plunder,
producers of economic wealth have an incentive to accept the legitimacy
of those that hold political power and provide them with economic re-
sources over a long time-horizon.

Chapter 10 of the book can be divided into two parts. The first part
discusses social contract theories from political philosophy and relates
them to the discussion of power in the previous chapters. According to
Holcombe, a plausible way to view the social contract is as a set of gen-
erally accepted constitutional rules that restricts the government and
determines the citizens’ rights and obligations. In the second part of
chapter 10, Holcombe discusses a way of measuring the separation of
economic from political power. The Fraser Institute’s Economic Freedom
of the World (EFW) index is designed to provide a measure of the level of
economic freedom around the world—the degree to which people are
free to engage in voluntary exchange with others and achieve mutual
benefits. In this chapter, the EFW index is also used to measure the de-
gree to which economic and political power are separated.

In chapter 11, Holcombe examines public opinion and the produc-
tion of ideas as important factors for the separation of political from
economic power. According to Holcombe, democracy can be viewed in
two main ways. One view of democracy is as a mechanism for determin-
ing who holds political power and enables citizens to peacefully replace
those who exercise the power of the state, if they desire to do so. An-
other view, expressed by Jean Jacques Rousseau, depicts democracy as a
revealing the public interest. According to Holcombe, this second view
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of democracy depicts the actions of a democratic government as carry-
ing out the will of its citizens and justifies government redistributive
policies that impose costs on some for the benefit of others.

In chapter 12, Holcombe examines the tendencies of those with po-
litical power to try to use it to gain economic power, and vice versa. Pub-
lic choice theory provides the details of the mechanisms through which
the recombination of economic and political can occur. One key point
here is that regulation does not only constrain but solidifies the position
of those with substantial economic power by protecting them against
competition. Over time, profit becomes increasingly dependent on polit-
ical connections rather than the production of goods and services for
consumers. Another important idea borrowed from public choice theory
is that those with economic power can effectively organize to gain bene-
fits for themselves. They can gain benefits by entering a low transaction
costs group that negotiates with those that have political power. These
groups tend to be small because the economic benefits to each individu-
al group member are larger and the transaction costs to organize into
such a group are lower.

The last chapter of the book (chapter 13) summarizes the main ar-
guments developed in the previous chapters and applies the new in-
sights to contemporary societies. According to Holcombe, political and
economic power can remain separated if political power rests with the
positions and not the personal characteristics of those that hold those
positions. Moreover, institutions that create checks and balances can
constrain the abuse of power while those socialist ideas that advocate
the recombination of economic and political power have to be treated as
a threat to economic prosperity. In this chapter, Holcombe also applies
the Fraser Institute’s EFW index, a measure of the degree to which peo-
ple are able to exercise economic power independent of political power.
It is argued that many countries, such as Singapore and Georgia, con-
form to the main claim of the book that separating economic power
from political power results in economic progress. In contrast, the case
of Venezuela demonstrates that when those with political power confis-
cate economic power the result is economic stagnation.

There are issues with the specifics of some of the arguments devel-
oped in the book that I will examine below. However, the analysis that
Holcombe promotes is relevant and novel. An examination of the insti-
tutional sources of power is not typically undertaken by economists.
Moreover, Holcombe’s arguments on the separation of political and eco-
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nomic power can be fruitfully applied to examine many developed socie-
ties. For example, Holcombe’s analysis can be used to explore the inter-
action between those with political and economic power in countries
like Greece. One can find here a long history of co-dependence between
political dynasties and families with economic power that goes all the
way back to the days of the Ottoman Empire. Although this phenome-
non is not unique to Greece, or other Balkan countries, the case of
Greece provides a clear example where political and economic power are
combined and can be used for the application of Holcombe’s analysis.

While acknowledging Holcombe’s important contribution, this book
also has its shortcomings. The first weakness involves some of the em-
pirical research presented in the book. The discussion of past societies
in the second part is well-informed by the latest historical and anthropo-
logical evidence, and Holcombe puts forward some thought-provoking
conjectures about power which appear to be consistent with the histori-
cal development of economic and political institutions. However, in the
third part of the book, it is argued that the EFW index can be also
viewed as a possible measure of the degree of independence between
economic and political power. Leaving aside the definition of economic
freedom on which this index is based upon, the results—when the index
is applied in the last chapter to examine power relations in Asian coun-
tries—are far from satisfying. As Holcombe admits, countries such as
China demonstrate that there is evidence that economic progress can
occur even if economic and political power is combined. Among many
factors, what explains the economic prosperity of countries that are
ranked low according to the index is the low cost of labor and the im-
port and further development of technology from other countries. Hol-
combe suggests that these advantages are temporary, and the result will
end up being stagnation. However, at best this is a conjecture, and Hol-
combe does not provide any evidence for establishing its veracity. It is, I
think, more plausible to suggest that research on economic growth and
the variability of political systems demonstrates that there is no evi-
dence for linearity in the origins and development of economic prosper-
ity. Different societies appear to be on their own path to economic pro-
gress and the main claim of the book—that the combination of econom-
ic and political power leads to economic stagnation—does not appear to
be correct for all developing countries.

Another problematic aspect of the book is that, despite Holcombe’s
work of clarification, power remains a contested term in the literature.
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While it is important to account for the role of power in a way that is
fruitful for political economy, there are also limits in the research pre-
sented in the book to advance unified theories. To his credit, Holcombe
points out that his definitions and analysis does not suggest that other
ways of understanding power are problematic. One theoretically produc-
tive way to examine power is to explore in depth the structure and in-
fluence of elites as they are presented in sociology and political science.

To be more specific, Holcombe argues that public choice theories
discussed in the book explain how it is that some people are able to use
the political process to gain economic power. Theories developed by so-
ciologists and political scientists explain who benefits from the political
bargaining process. Among others, Holcombe cites Charles Wright Mills’
elite theory (see, for example, Mills 1956). According to Mills, the elite is
composed of individuals in government, corporations, and the military,
which together constitute a unified group that works for its own inter-
ests. The circulation of members of the elite group ensures that eco-
nomic and political power is combined. There are, however, pluralist ac-
counts in sociology and political science that dispute elite theories. Ac-
cording to prominent researchers, such as Robert Dahl (1956), power is
not concentrated in a unified group but is distributed across a number
of individuals and groups. In relation to these theories, it is not clear
where exactly Holcombe’s analysis of power stands. For example, in
chapters 2 and 4 of the book he appears to accept elite theories regard-
ing the composition of the elite group while he also assumes that eco-
nomic power in market economies is dispersed among different people
that compete for economic resources and political influence. This sug-
gests the need to revisit and refine Holcombe’s account from the van-
tage point of elite and pluralist accounts.

A third issue with the analysis of this book is Holcombe’s examina-
tion of democratic institutions. He argues that the idea that voters de-
termine and influence public policy is an illusion. The main purpose of
democratic institutions is to provide a peaceful mechanism for replacing
those who have political power. This pessimistic view on the role of
democratic institutions invites the following question: What kind of in-
stitutions allows people with no power to control those with political
power? For Holcombe, the idea that democratic institutions can have
significant influence on public policy is questionable. Individual voters
are typically uniformed on political issues and choose from the options
offered by the elite group. However, one can also examine whether
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forms of direct democracy, such as participatory and deliberative de-
mocracy, can contribute to the setting and funding of public policy. This
alternative proposal is too big to be fully addressed in one book review,
and many issues related to accountability, composition, and competence
have to be examined in detail. But it is worth mentioning that in prac-
tice, citizens’ assemblies have recently discussed questions related to
new constitutions (Landemore 2020) and have been used to consider
possible policy responses to climate change (Duvic-Paoli 2022). Given
this, one could re-examine whether democratic oversight can be also an
effective check on the abuse of political power.

Despite these concerns, Holcombe’s book offers a thorough treat-
ment of the concept of power, and it is an important resource for schol-
ars of political economy and public choice theory. Moreover, the materi-
al is presented in a way that is accessible to those that do not have a
have strong background in the social sciences. The book can also be a
valuable reference for graduate and undergraduate courses since it pro-
vides the students with a good understanding of some of the theoretical
challenges faced by political economists that study the role institutions
in different societies.
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