Contents

1 The Athenian Democracy. . ..............................

1.1
1.2
1.3
14

Introduction. . ...... ...t e
The Invention of Democracy. . ............. ...,
Organisation and Operating Principles of Democracy . ........
Stylised Features of Ancient Athenian Economy. ...........

2 The Classical Democracy . . . .............cooiiiieeeoo...

2.1
2.2

23

24
2.5

2.6

2.7
2.8

Introduction. . ... ... . ..
From Direct to Representative Democracy . . ...............
2.2.1 Delimiting the Power of Rulers. . .................
2.2.2 Protection of Property Rights. . ...................
2.2.3 Separationof Powers. ..........................
2.24 Recall of Elected Officials . . . .. ..................
2.2.5 Appointment After Election. . ....................
Main Problems of Representative Democracy. ... ..........
2.3.1 Asymmetry of Information in Representation. . .. ... ..
2.3.2 Political Parties as Mechanisms of Special Interests. . . . .
2.3.3 On the Representativeness of Governments. . .........
The Causes of the Wealth of Nations . . . . .................
Functions and Size of the State. . . . .....................
2.5.1 Smith’s Views on Education. . ...................
2.5.2 Smith’s Views on the “Welfare State”. . .. ..........
2.5.3 Smith’s Views on Market Regulation. . .............
Properties and Problems of the Free Market Economy. . . ... ..
2.6.1 Accumulation of Capital and Economic Growth. . . . . ..
2.6.2 Monetary Disturbances. . . ......................
2.6.3 Lack of Adequate Aggregate Demand. ..............
2.6.4 Market Rigidities and Price Distortions . . . ... ........
2.6.5 Two Catalytic Roles of Entrepreneurship............
What do Historical Comparisons Reveal . . . ...............
Democracy with a Free Market Economy and a Small State. . . .

A NN = =

23
25
25
26
27
28
28
29
30
31
32
33
35
37
38
38
39
40
42
43
44
45
48
49

vii



viii

3

Contents

The Contemporary Democracy . . ..........................
3.1 Introduction. .......... ... ...
3.2 How Much and How the State Grew After 1929.............
3.3 Why the State Grew Gigantic. . .............oovueun....
3.3.1 Unfortunate Juncture . . .. ........... . ...........
3.3.2 The Impact of Keynesian Ideas and
Recommendations. . .......... ... . ... .. ... ...
3.3.3 Dysplasias of the Patronising State . . .. .............
3.4 Repercussions on Democracy. .........................
34.1 Electoral Cycle........... ...,
3.4.2 Malicious Interlocking and Corruption. . ............
343 BUreauCraCy. . ...........ouuiuuuinneeennnnn..
3.4.4 Uncoordinated Administrative Polycentrism. ... ......
3.5 Repercussions on SOCItY . . . . v vi it
3.5.1 Loss of Sovereignty and Individual Liberties..........
3.5.2 Erosion of Institutions, Values and Social Cohesion. . . .
3.6 Repercussions on the Economy.........................
3.6.1 Policies Which Create Macroeconomic Imbalances
and Curb Growth. . ... ... ... ... ... ...
3.6.2 Policies Which Introduce Rigidities and Raise
Production Costs . . . . ... oovii i
3.6.3 Policies That Discourage Entrepreneurship
and Investment. . ......... ... ... ... . ..
3.6.4 Policies That Militate Against Economic Efficiency. . . . .
3.7 Recent Developments and Prospects. .. ..................

Digression on Social Democracy . .. ........................
4.1 Introduction. .......... ...ttt
4.2  The Problem Posed by the Social Contract. ................
4.3 Solutions Simulated by Democracies . . ... ................
4.3.1 The Approach of Classical Democracy..............
4.3.2 The Approach of Contemporary Democracy . .........
4.4 The Claims of Social Democracy and Why They Are
Infeasible. . ... ... ...
4.4.1 Impossibility to Address the “Free Rider’s Problem”. . . . .
4.4.2 Indeterminacy Regarding Equality . . ...............
4.4.3 Distortion of the Principle of Solidarity. . ... ........
4.5 Timely Reminder of a Prophetic Warning. . . ..............

Revival of the Ideas of Classical Democracy..................
5.1 Introduction. ........... ... ..
5.2 Fundamental Defects of Keynes”’ Model . . ... .............
5.2.1 Criticisms Regarding the Assumptions. . ............

5.2.2 Criticisms Regarding the Capabilities of Policy
AUthorities . . . . ...t



Contents ix

5.3 The Push Towards a New Classical Democracy . ............ 106
5.3.1 Principles for a New Classical Democracy
and GOVeINanCe . . . ..ot e e et 107
5.3.2  Specifications of Economic Policy . ................ 113
5.4 The Battle for the Minds and Hearts of Citizens. . ........... 119
5.5 An Assessment of the Economic Policies of Reagan
and Thatcher. . ...... ... ... .. . . . . 120
5.5.1 Inthe USAunderReagan....................... 121
5.5.2 Inthe UK under Thatcher....................... 122
5.6 ProSpeCtS. . oot t e 124
6 Democracy in the World and Globalisation. . . . .............. 127
6.1 Introduction............... ... ... 127
6.2 Comparative Advantages of Democracy. . ................ 128
6.2.1 First Criterion: Political and Civil Liberties. . ......... 128
6.2.2 Second Criterion: Contribution to Economic Growth. . . .. 131
6.2.3 Third Criterion: Humanitarian and Economic
ASSISEANCE . . o . ottt e 133
6.3 Determinants and Effects of Globalisation. ................ 135
6.3.1 The Forces That Drive Globalisation. . ............. 135
6.3.2 Effects of Globalisation. . ....................... 137
6.4 Assessment of the Arguments Against Globalisation. . . ... ... 139
6.4.1 Globalisation Reduces National Sovereignty . ......... 139
6.4.2 Globalisation Increases Poverty . . ... .............. 140
6.4.3 Globalisation Promotes Consumerism. .............. 140
6.4.4 Globalisation Leads to Depletion of Natural
Resources....... ... . i 141
6.4.5 Globalisation Harms the Environment. . ... .......... 141

6.4.6 Globalisation Destroys the Diversity Among Peoples
and Leads to the Disappearance of Their Cultural

Heritage . . . ... ... 142

6.5 Immigration, Illegal Immigration and Terrorism............. 143
6.5.1 Immigration. ......... ...t 143
6.5.2 Illegal Immigration. . .......................... 145

6.5.3 Terrorism. ... ..... ... 147

6.6 Allocation Models of International Property Rights. . .. ... ... 148
6.7 Objectives and Institutions of Global Governance . . . ........ 150
7 Democracy, Free Market Economy and European Unification. . .. 153
7.1 Introduction. ................ ...ttt 153
7.2 Attempts at European Unification. . .. ................... 153
7.2.1 Unificationby Force. ... ........ ... .. ....... 154
7.2.2  Unification Through Cooperation. . ................ 154

7.3 Drivers of Enlargement and Unification in Europe . . . ... ... .. 155

7.3.1 Milestones in the Unification Process Up to Date. . . . . . 155



X Contents

7.3.2 Tactical and Strategic Considerations. . . ............ 157

7.4 Towards a Single European Market. . . ................... 158
7.4.1 The Objectives of Economic Integration. . ........... 158

7.4.2 Mechanisms and Means of Economic Integration. . . . .. 160

7.4.3 Achievements and Outstanding Problems. . ... ....... 165

7.5 The Challenges of Political Integration. .. ................ 170
7.5.1 TheCurrentStage............c.coiiiineennne... 171

7.5.2 The Forces That Push Towards Federalism........... 172

7.5.3 Progress Through the Criticisms of Eurosceptics. . . .. .. 173

7.5.4 Roadmap of Principles and Priorities. . . ... ......... 175

8 Democracy in the Future and the New Welfare State. . . .. ...... 179
8.1 Introduction...................uniiiiiiiiiiiiinn 179

8.2 Technological Developments and the Future of Democracy. . . . 179

8.3 Roles of the State in Future Democracy................... 185

84 Thelssue of Inequality.............. ... .. ... ..., 189

8.5 Towards a State of Equal Opportunities. . . ................ 193
8.5.1 AccesstoKnowledge........................ ... 193

8.5.2 Access to the State and the Markets. . . ............. 194

8.5.3 Safety Net Against Uninsured Risks and Uncertainty . . . . 195

9 The Case of Contemporary Greece......................... 197
9.1 Introduction. ................ .. iiiiiiiiuunnnnnnnnn. 197
9.2 The Economy: 1950-2010. . ....... ... ... ... .. ... .... 198
9.2.1 Economic Growth and Its Sources. ... ............. 198

9.2.2 Investment and Investable Resources. .. ............ 201

9.2.3 Economic Structure and Competitiveness. . .......... 208

9.24 Deficitsand Debt. . ..... ... ... ... ... ..., 216

9.2.5 Summaryof Findings........................... 219

9.3 Why Things Came Upside Down. ...................... 221
9.3.1 Effects of Changes in Institutions. .. ............... 221

9.3.2 Effects of Economic Policies. .................... 226

9.3.3 Effects of Globalisation. . ....................... 239

9.4 Overall ASSESSMENt. . . . oo v ittt 245
Bibliography . . . . ... ... 249
Index of Authorities . ......... . ... ... ... . 267
Author Index . ..... ... .. .. . . e 269

Subject Index .. ....... ... . . ... 275



2 Springer
http://www.springer.com/978-3-642-33420-7

Creative Crisis in Democracy and Economy
Bitros, G.C.; Karayiannis, A.D.

2013, X, 279 p. 10 illus., Hardcover

ISBM: 978-3-642-33420-7



