Preface

To those who live under tyranny, democracy is an ideal worth fighting for. Many
people strive to establish democracy in their own country; equal voting and
agenda-setting rights, separation of powers, civic liberties such as freedom of
speech and the right to form political parties, appeal to an elementary sense
of justice. Democracy distributes decision power equally among citizens, regardless
of wealth or education, through the right to vote. As a matter of fact, democracy is
the only form of government that can make citizens the owners of their state and
can sustain high standards of living.

Yet, democracy-born citizens, who are used to its benefits, sometimes barely
acknowledge its existence and do not exercise their right to vote. Although many
are putting their life at risk to obtain this right, those who live in a democracy might
—if asked—even underline its failures rather than its benefits. These inefficiencies
are worth exploring, and have been studied for many decades now.

In this successor of Designing Democracy, which was published in 2005, we
follow an unexplored route: Are there new forms of democracy that can overcome
current shortcomings and achieve higher welfare than the ones of existing
democracies? We will present a set of improvements for democracy that have the
potential to foster the voters’ trust in their own power of decision, and ultimately, in
democracy itself. This trust, in turn, could revive the citizens’ interest and might
improve welfare.

This book is divided into two parts: In the first part, Contractual Democracy, we
assess those inefficiencies of democracy that depend on the politicians’ behavior
after their election to office, and suggest to control this behavior through contracts
that define rewards and punishments for the office-holders’ actions and foster the
selection of able office-holders. We show that a judicious linking of such contracts
to elections may alleviate a wide range of inefficiencies, while complying with the
fundamental principles of democracy.

In the second part, we address the decision process itself, assess possible inef-
ficiencies and present New Rules for Decision-making and Agenda-setting that have
the potential to yield socially desirable outcomes. Among other rules, we examine
flexible majority rules, according to which the size of the majority required to make
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a decision depends on the contents of the proposal. Another rule we examine is the
minority-voting rule that requires that only losers from a first vote on a project
decision can determine its financing scheme. Moreover, we explore how
proposal-making can be channeled in such a way that it yields socially optimal
proposals. Finally, we briefly describe new ideas for voting rules, such as
History-bound Reelections, Assessment Voting, and Co-voting Democracy.

When Designing Democracy was published, the chances and limits of our
research could not be fully estimated yet. But since 2005, our ideas have been
widely discussed—a sign that democracy is alive and that its improvement is not
only possible, but possibly desirable for society. Thus, we have expanded the scope
of our work to include unpublished working papers in this second book on
democracy. They complement and support the issues we discussed in Designing
Democracy, so that Redesigning Democracy now offers insights into more than a
decade of policy research.

I take great pleasure in expressing my thanks to many friends and colleagues
who have helped me critically assess the ideas. Peter Bernholz, Ulrich Erlenmaier,
Lars Feld, Volker Hahn, Hans Haller, Matthew Jackson, Verena Liessem, Maik
Schneider, and Joel Sobel challenged and improved the models and arguments
presented in this book. I benefited from discussions at the annual meetings of the
European Public Choice Society, the Econometric and European Economic
Association, the German Economic Association, at seminars on my tour of
California (Universities of Los Angeles, Davis, Irvine, and San Diego) and at
seminars in Basel, Bern, Cologne, Heidelberg, Leuven, Mannheim, Rotterdam, St.
Gallen, Tilburg and Ziirich. I am deeply grateful for various comments and help
along the way from Clive Bell, Robert Dur, Jiirgen Eichberger, Sylvester Eijffinger,
Christoph Engel, Theresa Fahrenberger, Marc Fleurbaey, Peter Funk, Joao Gata,
Amihai Glazer, Hans-Peter Griiner, Martin Hellwig, Stephan Imhof, Susanne
Lohmann, Mark Machina, Wolfgang Merkel, Roger Myerson, Thomas Petersen,
Till Requate, Annette Schiller, Manfred Schmidt, Armin Schmutzler, Robert
Solow, Otto Swank, Christian Schultz, Eva Terberger, Jean Tirole, and Heinrich
Ursprung. Finally, I would also like to thank Tettje Halbertsma and Andrew Jenkins
for their excellent research assistance, as well as Markus Miiller and Johannes
Becker for their outstanding cooperation.

Ziirich, Switzerland Hans Gersbach
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