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Abstract

This paper discusses several problems of direct popular decisions. In the first part, we consider
problems related to the functioning of direct democracy. As a political system it only makes
sense if there exists a continuous process and not if only occasional single questions are brought
to a referendum. Then, the relation between direct democracy and the rule of unanimity is
discussed, a subject of special relevance to the European Union, before we consider the role of
quorums. In the second part, some areas are considered in which conflicts might arise. Results
of initiatives might be incompatible with individual human rights or might endanger fiscal
sustainability, and referenda might impede economic reforms. All these problems, however, do
not justify a general rejection of direct popular rights. Thus, we conclude by listing several
points that should be observed to safeguard the well-functioning of direct democracy.
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1 Introduction

[1] During the negotiations on Germany’s Grand Coalition at the end of 2013, it briefly
looked as if the introduction of direct popular rights to Germany might be possible on the na-
tional level. The two smaller of the three participating parties, the Social Democrats (SPD)
and the Christian Social Union (CSU), seemed to favour this. But ultimately the largest party,
the Christian Democratic Union (CDU), prevailed with its rejecting stance. The supporters of
direct democracy on the federal level must therefore await another legislative period, maybe
even longer. The question, of course, is: does it make any difference at all whether the citizens
have direct rights in the political process?

[2] What would Switzerland look like, for example, if it had no direct popular rights (on the
federal level)? Women would have had active and passive voting rights on the federal level
since 1958, at the latest, rather than only in 1971. There would probably also be more nuclear
power plants; in 1990, the initiative for a ten-year moratorium was accepted with the effect,
among other things, that for a while no further nuclear power plant was proposed and later,
the processing of the proposals submitted shortly before the Fukushima disaster were sus-
pended. Switzerland would have been a member of the European Economic Area and possi-
bly also of the European Union; in both cases, there would have been unlimited free move-
ment of persons between Switzerland and EU member countries in the future. But economi-
cally, too, some things would be different. Switzerland would have a Value Added Tax of at
least 10 per cent; on 12 June 1977, a draft law was rejected that planned the transformation of
the Sales Tax into a VAT, but also stipulated a maximum tax rate of 10 per cent. If Switzer-
land had joined the European Union, the rate of the value added tax would even be at least 15
per cent; today it is 8 per cent. Starting in 2015, the toll way permit sticker presently costing
40 CHF should have increased to 100 CHF; the voters rejected a federal draft law to this ef-
fect on November 24, 2013. Finally, today women would not receive their full pensions from
the first column of the old age pension system, Age and Survivors’ Insurance (AHV) at the
age of 64 today, but only at 65; the planned age-increase on 16 May 2004 was clearly reject-
ed. There are many other examples in which the people decided differently than the govern-
ment and parliament recommended, sometimes even in cases where, as for example when de-
ciding about joining the European Economic Area on December 6, 1992, the parliament’s de-
cision had an overwhelming majority.

[3] Without direct democracy, Switzerland would thus look markedly different. Vice versa,
Germany, too, would be in a different situation today as well, if there were such rights on the
federal level (or if they had existed in recent decades). It is fairly certain that Germany would
not be a member of the Euro zone, and it is questionable whether the Euro would have been
introduced at all. If one can give any measure of belief to surveys, Germany would also al-
ready have had a legal minimum wage for quite some time. If the parties had not suggested it
themselves, an initiative would likely have introduced this. The childcare subsidy, on the oth-
er hand, would probably have had no chance in a referendum. There are likely additional ex-
amples of the German government and parliament making decisions against a clear majority
of the population that would not have survived a referendum.



[4] Thus, independent of the political evaluation, direct democracy makes a difference. It
should also not be overlooked that direct democracy is very popular among the Swiss popula-
tion, and that — at least presently — Switzerland’s economic and political situation is very posi-
tive compared to most other Western democracies. Traditionally, its unemployment rate is
very low. The main reason for this might be the flexible labour market, but direct popular
rights did at least not impede it.”) Compared to other industrial countries, its tax share is rela-
tively low.? The debt brake introduced in 2001 at the federal level led to a decline of public
debt (in absolute terms) since 2005; public debt did not even increase during the economic
and financial crisis, and at the end of 2013, with 36.3 per cent in relation to GDP, it was again
below the level of 1992 of 38 per cent.? Taking all evidence that is well documented in the
literature and discussed below in Section 3.2 together, direct popular rights might have had a
positive impact on the sustainability of Switzerland’s public finances not only at the federal
but also at the cantonal level

[5] Of course, whenever we try to evaluate the impact of direct popular rights on economic or
political developments we have to be very cautious in order not to draw any premature con-
clusions from single examples. On 9 February 2014, a majority of 50.3 per cent of the Swiss
voters agreed to a limitation of the free movement of European Union citizens to Switzerland.
Parts of the international press as well as many contributions in the internet interpreted this as
a strong indication of hostility of the Swiss population against foreigners.” However, it is
overlooked that Swiss voters not only agreed to this free movement on 21 May 2000, but also
to its extension to Bulgaria and Romania on 9 February 2009. Beyond that, on 26 November
2006, they accepted making an ‘enlargement contribution’ of 1 billion CHF in the form of
concrete projects in these ten states. The EU had demanded this as compensation for the east-
ward expansion of the European common market, to which Switzerland has free access. It is
not clear which EU member state would also have been willing to make such a contribution.

[6] Looking at the German discussion on direct democracy from a Swiss perspective, it is
conspicuous that hopes and fears are tied to its introduction are that can hardly be justified.

1. It might be objected that the low Swiss unemployment rate is mainly due to the fact that residence permits
for foreign workers will not be prolonged once they lose their job. This is correct for the crisis of the seven-
ties when Switzerland’s economy was hit much stronger than most others and, nevertheless, there was
hardly an increase of unemployment. This argument is, however, not valid for the period after 1990 when
most foreign workers (and their families) had unlimited residential permits which were not conditional on
having a job. As a result, unemployment rose considerably after 1990. The decline later on and the low rate
during the last ten years can, therefore, not be traced back to the policy on foreigners.

2. S. BUCOVETSKY (1991) and J. D. WILSON (1991) show that, due to international tax competition, small
countries tend to have lower taxes than large countries. The smallness of Switzerland might, however, not
be the only reason for its low tax share. There are other highly developed small European countries like
Austria, Sweden or Denmark which have considerably higher tax shares. For OECD figures see, for exam-
ple, http://www.efd.admin.ch/themen/steuern/02409/index.html?lang=de (15/05/15).

3. The maximum value in relation to GDP was 2003 with 54.3 per cent. See: Statistical Yearbook of Switzer-
land 2013, Table T 18.4.1.1 (electronic Version), 2015, Table T 18.4.1.1, p. 439.

4. See, for example: Chronologie des Rassismus: So fremdenfeindlich ist die Schweiz, Focus online of Febru-
ary 9, 2014, http://www.focus.de/politik/ausland/rassismus-chronologie-so-fremdenfeindlich-ist-die-
schweiz_aid_1067059.html (15/05/15).



For example, direct democracy can reduce people’s frustration with politics, but not eliminate
it. There is frustration with politics in Switzerland as well: for example, if one is (almost) reg-
ularly in the minority when referenda are held, then one’s enthusiasm for this system is prob-
ably limited. On the other hand, the claim “When the citizens themselves decide, then the
monolog replaces the dialog between voters and elected officials”,” is simply wrong, as the
Maastricht Treaty, for example, shows. When the German parliament, the Bundestag, voted
on this issue, there was hardly any public discussion in Germany, in particular not between
voters and elected officials; in contrast, in Denmark an intense discussion preceded the refer-
endum of 2 June 1992.

[7] Itis also often argued that ADOLF HITLER came into power with the aid of direct democra-
cy, although research has long since disproved this. The two referenda that were carried out
during the Weimar Republic® can hardly be made responsible for what happened with AboLF
HITLER’S appointment as Reichskanzler on 30 January 1933 or with the agreement of all the
bourgeois parties to the Enabling Act of 23 March 1933, when these parties provided support
for doing away with democracy. And when THEODOR HEuSS argued on 1 April 1947 in the
Landtag (state parliament) of Wirttemberg-Baden that the Reichstag election of 5 March
1933 was understood as a plebiscite for Hitler,” this can hardly be understood as anything but
a falsification of history with which he wanted to cover up his own failure at that time.

[8] Despite the experience of Switzerland and the United States, in Germany it is still as-
sumed that citizens would behave irresponsibly if they were permitted to vote on questions
with fiscal consequences. This is why everywhere in Germany where direct democracy is
possible, there is a (variably strong) “fiscal reservation’ prohibiting popular votes with finan-
cial consequences.?) Of course, such votes can create problems. On the other hand, precisely
the experience of Switzerland shows that votes on financial questions can contribute to the so-
lidity of public finances.”

[9] Finally, the discussion of direct democracy is not always conducted entirely honestly in
Germany. It is hard to shake off the impression that these rights are often demanded when one
is certain that such a demand cannot be successful or when it does not affect one’s own politi-
cal area. For example, Bavaria’s former State Premier, EDMUND STOIBER, called for a refer-
endum on the European constitution as early as 2005.'” And yet not only had he earlier re-

5. P. GRAF KIELMANSEGG: Soll die Demokratie direkt sein? Wenn die Birger selbst entscheiden, ersetzt der
Monolog den Dialog zwischen Wahlern und Gewahlten, Frankfurter Allgemeine Zeitung No. 96 of 25 Ap-
ril 2001, p. 14.

6. On the experiences in the Weimar Republik, see for example O. JUNG (1989) as well as G. KIRCHGASSNER,
L.P. FELD and M.R. SAvIOz (1999, Chapter 6).

7. On this, see O. JUNG (1994, p. 293).
8. On the fiscal reservation in the German Lénder see J. KRAFCZYK (2005).
9. On this, see G. KIRCHGASSNER (2012).

10. See: Stoiber wirbt fir Volksabstimmung tber die europdische Verfassung, Welt Online of 31 July 2005.
(http:/lwww.welt.de/print-welt/article331451/Stoiber-wirbt-fuer-Volksabstimmung-ueber-die-
europaeische-Verfassung.html (15/05/15)).



sisted to an extension of direct popular rights in “‘his” Bavaria, but he had also helped to re-
strict the existing ones. In 2000, his government ensured that the Bavarian constitutional court
(which was essentially controlled by his party, the CSU) rejected as unconstitutional a more
citizen-friendly arrangement of the extremely restrictive regulations on referenda in the Free
State of Bavaria. The CSU had already earlier made direct democracy more difficult, in 1968
by reducing the registration period for referenda from four to two weeks. EDMUND STOIBER’S
aim in calling for a referendum about the European Constitution was quite obviously the op-
portunistic use of direct popular rights to achieve a specific goal, and not a general effort for
more direct say for citizens. After all, he was also a full member of the Joint Constitutional
Commission of the Bundestag and Bundesrat (lower and upper houses of the German parlia-
ment respectively) that, after Germany’s reunification, discussed adjustments of West Germa-
ny’s constitutional document, the Basic Law, in which the CDU/CSU in particular prevented
the introduction of direct popular rights on the federal level "

[10] But in Switzerland, too, neither direct popular rights nor their discussion are completely
without problems. Thus, quite recently in particular, initiatives were to be voted on that con-
flicted with individual human rights. On 8 February 2004, an initiative to introduce “lifelong
custody for extremely dangerous sexual and violent criminals who cannot be therapised” was
approved that stands in contradiction to the European Human Rights Convention (EHRC),
since for the most part it excludes any possibilities of reviewing the detention of such perpe-
trators. And although the Justice Minister at that time, CHRISTOPH BLOCHER, supported the
objective of this initiative, he was unable to suggest to the parliament a law fully respecting
this new article of the constitution and in conformity with the EHRC.*® On 1 June 2008, a cit-
izens’ initiative “For democratic naturalisation” was rejected; its adherents had designed it to
make it possible to hold referenda on the ballot box on naturalisation after the federal court
twice ruled on 9 July 2003 (BGE 129 | 217 and BGE 129 | 232) that they were unconstitu-
tional because they did not fulfil the claim to a legal hearing and thus contradicted Article 9 of
the Federal Constitution, which forbids arbitrary measures. The ‘Deportation Initiative’
passed on 28 November 2010, which stipulated that foreigners convicted of a crime were to
be automatically deported without regard to the commensurability of punishment to the crime,
received a similar treatment. Here, too, it is hardly possible to implement the mandated
change to the constitution without coming into conflict with the EHRC. And, finally, we can
mention the *minaret initiative’, clearly accepted on 29 November 2009, which stipulated that
in the future in Switzerland, mosques can be built only without a minaret. Of course, jurists
disagree whether that touches the religious freedom guaranteed by the EHRC.

[11] Behind these initiatives stood the right-wing bourgeois Swiss People’s Party (Schwei-
zerische Volkspartei, SVP), which in the past has used xenophobic slogans to win several
elections and referendum campaigns. This has led to some very negative reactions abroad not
only in connection with the mass immigration initiative of 9 February 2014, but also as early

11. On this, see T. SCHMACK-RESCHKE (1997) and Bundestagsdrucksache 12/6000.

12. On this, see: Verwahrungsinitiative weiter abgeschwécht: Doch Dilemma zwischen EMRK und Volkswil-
len bleibt, Neue Ziircher Zeitung No. 275 of 24 November 2005, p. 13.



as in 2007.%® This party and in particular its de facto leader of many years, former Bundesrat
member CHRISTOPH BLOCHER, take the position that the results of referenda should take prior-
ity over international law, for: “It cannot be that ‘higher law’ or ‘international law’ can casu-
ally limit or overrule the democratically determined right of our own citizens.”** On the other
hand, some reactions (abroad) to the referendum of 9 February were also exaggerated: against
the background of an enormously voluminous immigration to Switzerland in recent years, the
mere fact that a narrow majority has called for re-introducing immigration quotas does not
justify accusing the Swiss in general of xenophobia. After all, until a few years ago, Switzer-
land worked with such contingents, and this did not prevent Switzerland from becoming in
this period the European state (mini-states excluded) with the highest percentage of foreign-
ers. Outside the European Union, probably all states characterised by sizable immigration
work with such contingents, not at least the United States, Canada, and Australia.

[12] Thus, a political system with extensive direct political rights can be very successful, but
popular political decisions can also involve substantial problems. Radical defenders of direct
popular rights often do not see these problems or argue extremely naively (and/or ideological-
ly), a behaviour that, however, can also be found by resolute opponents of direct democracy.
In the following, some of these problems will be presented and discussed. At issue will be,
first, direct democracy’s mode of operation (Section 2) and, second, the actual or supposed
fields of conflict that result from direct popular rights (Section 3). Then the paper addresses
some frequently presented points of criticism, which are hardly convincing, and concludes
with a list of important points resulting from our discussion that must be considered if a direct
democratic system is to function sensibly (Section 4).

2 On the Functioning of Direct Democracy

[13] First it should be made clear that a direct democracy can well function as a political sys-
tem only, if it is designed as a permanent process, rather than if merely individual questions
are ‘picked out’ to be presented to the citizens for decisions (Section 2.1). Then there is the
question, important in particular for the realm of the European Union, of how direct democra-
cy relates to the unanimity rule (Section 2.2). Section 2.3 discusses the role of quorums. Here,
‘direct democracy’ is always to be understood as a ‘semi-direct system’ in which the repre-
sentative democracy is supplemented by direct popular rights. A purely direct system, as still
can be found today in many Swiss communities and in the two cantons Appenzell-Inner-
rhoden and Glarus, where the parliament consists of the whole citizenry, is not discussed here
and is irrelevant for the problems that have arisen, for example in connection with the Euro-
pean Union.

13. On this, see for example: Schweiz als schwarzes Schaf: Wie nie zuvor berichten ausléandische Medien tiber
den Wahlkampf — fast nur negativ, NZZ am Sonntag of 14 October 2007, p. 13, and: Endlich, die Schweiz
holt auf, DIE ZEIT No. 43 of 18 October 2007, p. 11.

14. C. BLOCHER, speech of 1 August 2007 in Schwarzenburg, http://www.blocher.ch/artikel/1-august-rede-
2007-in-schwarzenburg/92f47941f7dd7087ac578aac0148b3d8.html (15/05/15).



[14] In discussions, it is not always clear what is understood by “direct democracy’. For ex-
ample, in Germany, a discussion was carried out in 2009 under this rubric (once again) about
the direct election of the Federal President. Of course this can be discussed, though probably
more speaks against than for it. But quite apart from that: a direct election of the Federal Pres-
ident has as little to do with direct democracy as does the direct election of mayors or district
administrators; both cases have to do with the election of representatives, even if this election
is not carried out indirectly via a parliament. Direct democracy is a political system where cit-
izens decide themselves about factual issues, be it constitutional rules, laws, or large (invest-
ment) projects. Not for nothing does the institute at the University of Dresden that deals with
questions of direct democracy call itself ‘Deutsches Institut fir Sachunmittelbare Demokratie’
(German institute for factual issue democracy). It focuses on direct decisions of issues, not on
direct elections of persons.'®

[15] In Germany, direct popular rights are termed Volksbegehren (petition) and Volks-
entscheid (popular decision). This allows citizens to submit a concern, for example in a draft
statute, to a parliament. To be submitted, a given number of signatures must be collected
within a given period of time, whereby the form of the collection can also be stipulated. If the
parliament does not take this interest into account (or not to a sufficient degree), a vote, a
popular decision, can be brought about. It can be possible for a parliamentary decision to re-
verse this popular decision.

[16] In Switzerland, we distinguish, first, between the initiative and the referendum. The ini-
tiative essentially corresponds to the German procedure. A new article of the Constitution or,
on the cantonal level, a new law can be suggested. On the federal level, 100'000 eligible citi-
zens must sign an initiative to reach the stage of voting. A referendum, in distinction, is a vote
on a suggestion made by the government and/or parliament. For changes to the constitution
and on certain international agreements, as well as on joining international organisations, it is
mandatory; for new laws or changes of an already existing law, it is optional. To establish that
such a referendum will take place, again on the federal level, 50'000 signatures have to be col-
lected. That is about 1 percent of the eligible voters. On the cantonal and local level, citizens
also vote on fiscal proposals if they exceed certain amounts. Some cantons have only an op-
tional fiscal referendum, others only a mandatory one, while other cantons know both kinds of
referenda.

[17] In total, we can distinguish four different kinds of popular votes on issues.

(i) Controlling referenda: Here, laws, constitutional amendments, and budgetary projects
(“fiscal referendum’) passed by the parliament must be presented to the citizens for a vote
before they can become legally binding. Such referenda can be mandatory or optional; in
the latter case, they must be carried out if a certain number of citizens so demands. These
referenda aim to rule out that the governing bodies can resolve laws or budgetary projects

15. Accordingly, the United States do have direct democracy only at the state and local levels but not at the
federal level despite that the president is (half-) directly elected by the citizens.



against the will of the (majority of the) citizens. They help to prevent a cartel of those
governing against the citizens.

(it) Initiatives concerning laws or constitutional changes: Here, the initiative comes from the
people: those in the government are forced to pass (changes of) laws and take measures
that they would not pass or take on their own. Such laws can serve, for example, to limit
powers or privileges of the government and administrative authorities that the parliamen-
tarians create for themselves.

(iii) Plebiscitary referenda (plebiscites): Here, the government and/or the parliament decide
on its own accord to submit certain draft laws to the people, in order to gain special legit-
imation for them.

(iv) Consultative referenda: Here, the governing persons ask the population about their opin-
ion on an important matter, the result is, however, not binding.

In Germany, the discussion orbits primarily around initiatives. But along with them, control-
ling referenda are at least as important for empowering citizens to make their interests prevail;
both are effective means for enforcing the government to legislate corresponding to the peo-
ple’s wishes. In the following, we will therefore examine these two kinds of popular vote.
Less important, but not entirely uninteresting, are also consultative referenda, because when
their result contradicts what the government and/or parliament wants, they can exert substan-
tial pressure to respect the result.

2.1 Direct Democracy as a Permanent Process

[18] As the examples above show, politicians (but not they alone) occasionally call for popu-
lar votes in (almost) purely representative systems when they expect this to help prevail their
goals. These are plebiscites scheduled ad hoc. They have little to do with a general avowal of
the introduction of direct popular rights. The motivation can be one’s desire for a negative de-
cision when one does not want to take responsibility for it, or one’s hope that the referendum
will provide additional legitimation for one’s own action. As, besides others, two French ex-
amples show, the latter can turn out differently than desired. President CHARLES DE GAULLE
resigned on 28 April 1969, the day after he had lost a referendum he had himself organised
for a law to create regions and to revamp the Senate. And President JACQUES CHIRAC, too,
failed in his attempt to give the European Constitution additional legitimation through a refer-
endum. In both cases, the voting citizens were less concerned with the problem being voted
on than with using this means to vent their displeasure over the policies of the French Presi-
dent.'® The possibility of such reactions can always be expected in plebiscites that are seldom
held. Direct popular rights are thereby drained of their actual function and in a certain way
misused, both by the governing persons who schedule the plebiscite and by the citizens who
use this as a means of protest, mostly without connection to the question to be decided on.

16. See for example S. Tomik, Der politische Unfall, FAZ.NET
(http:/lwww.faz.net/aktuell/politik/europaeische-union/faz-net-analyse-der-politische-unfall-1229244 .html
(15/05/15)).



When referenda and votes on initiatives are carried out regularly, such behavior cannot be
completely ruled out, but is much less probable.

[19] However, the results can contradict what one wants or considers economically sensible
not only in individually arranged plebiscites, but also in ‘normal’ referenda. In recent decades,
this has been the case in Switzerland especially in regard to the deregulation and privatisation
of activities traditionally regarded as tasks for the state. Many economists called for such
measures, whereby the European Union was the driving institutional force in Western Europe.
But the great economic and financial crisis that began in 2008 was not the first sign to indi-
cate that deregulations of markets and especially privatisations are a much more difficult en-
deavor than was imagined in the 1970s and 1980s. In addition, not everything is squared away
after privatisation. Rather, in many cases elaborate regulating mechanisms are needed to final-
ly achieve a satisfactory result.’” In Switzerland, lack of trust that this could be achieved has
led to the failure of several privatisations planned in politics. For example, in the canton Ba-
sel-Town, the privatisation of garbage incineration was rejected on 19 November 1995, even
though there was a clear majority in favour of it in parliament.® Another ‘privatisation re-
fusal’ came on 10 June 2001 in Zurich, when 51.4 percent of the voters rejected transforming
the electric works of the canton Zurich into a stock company and with that its privatisation.'”
Apparently, the (politically active) population does not want to relinquish control of certain
matters, or they do not automatically trust that the quality of the services offered (with which
surveys show they are currently satisfied) will be maintained should there be a privatisation.*®
The Swiss population is not the only one sharing this view, as the referendum about re-
purchasing the energy nets of Hamburg on September 23, 2013 shows. A small majority of
the people supported this re-purchase, despite that not only the SPD with its absolute majority
but also the opposition parties CDU and FDP opposed it Finally, as D. Bos (1989) for ex-
ample has elucidated, a tension between efficiency and quality arises, and the essential argu-
ments for privatisation are often more political (or ideological) than economic in nature, as
became very obvious, for example, in the Swiss discussion about the cantonal monopolies for
natural damage insurance.??

[20] But not only privatisations have failed; with the rejection of the electricity market law
of 22 September 2002 in Switzerland, the voters rejected an important deregulation plan as

17. On this, see also W.W. POMMEREHNE (1990) and F. SCHNEIDER (1998).

18. See: Basel gegen Privatisierung des Kehrichtwesens, Neue Ziircher Zeitung No. 270 of 20 November 1995,
p. 13.

19. See: Elektrizitats-Neuordnung knapp verworfen: Gehaltene Ernlichterung bei Regierung, EKZ und Axpo,
Neue Ziircher Zeitung No. 133 of 11 June 2001, p. 41.

20. See: Zufriedene Stromkunden sagen Nein: Analyse Abstimmungsergebnisse zur EKZ-Vorlage, Neue Ziir-
cher Zeitung No. 198 of 28 August 2001, p. 41.

21. On this see: Hamburger stimmen fur Ruckkauf der Energienetze, ZEIT online vom 23. September 2013,
http://www.zeit.de/wirtschaft/2013-09/hamburg-rueckkauf-energienetze-volksentscheid (15/03/14).

22. On this, see also M. PRISCHING (1988), who points out that privatisation is often (also) symbolic politics.
This need not be a counter-argument, but it illuminates an aspect that is often overlooked in economic dis-
cussions. — On the cantonal monopolies for natural damage insurance see G. KIRCHGASSNER (2007a).



well.?® Here, just like with the failed privatisations, not only the majority of the political rep-
resentatives, but also the majority of economists favoured this change. At least prima facie, it
is an odd result that voters want to see the field of tasks allocated to the state further expanded
than corresponds to the ideas of the (majority of the) politicians representing them. This is at
least surprising for political economists, because one of the assumptions in the economic the-
ory of politics or of bureaucracy is that politicians and bureaucrats have an interest in expand-
ing the activities of the state more than is in the interests of their voters.

[21] Apparently, citizens trust that, in this regard, their political influence on public enter-
prises is more to their advantage than it would be with private incorporations. As a citizen in a
direct democracy, these voter decisions have to be respected. To the degree that we as econo-
mists are convinced that a (purely) private-economy solution would be more efficient in such
cases, and to the degree that we also advocated it, the question arises for us: why do voters,
for whom our theory usually assumes that they have rational expectations, so obviously have
a different conviction from ours and from the politicians we advise? As G.J. STIGLER (1979)
has emphasised, one should be careful about attributing this (ad hoc) to the voters’ lack of in-
formation or their distorted information on the ‘true’ costs and benefits of such political
measures.

[22] In this sense, A. BRUNETTI (1997) and S. BORNER (2005) are not wrong in their criti-
cism of direct democracy, though we need not draw the same conclusions. In any case, we
should not judge direct democracy by the outcomes of individual decisions, but by the ex-
pected average quality of all decisions altogether. And what should be used for comparison
are the actual situations in representative democracies, not some ideals. In such comparisons,
much speaks for direct democracy, as G. KIRCHGASSNER, L.P. FELD, and M.R. SAvioz (1999)
have elaborated. Comparisons between actual situations and imagined ideal situations have no
validity.

2.2 Direct Democracy and the Unanimity Rule

[23] Many areas in the European Union, in particular constitutional questions, are subject to
the unanimity rule. The great advantage of this rule is that it fulfils the Pareto criterion: no one
can be put in a worse position against his will through another’s decision. The rule gives eve-
ry decision-maker a veto.

[24] As the number of participants increases, however, the unanimity rule becomes ever
more problematic. The problem is not only that the ‘normal’ costs of finding agreement in-
crease, but above all that there is an associated danger of strategic behavior: if someone is
aware that he or she is absolutely required for a positive decision, then he or she has the pos-

23. It is interesting that the right-wing-bourgeois voters of the SVP were more likely to reject the draft law than
the (leftist) SP sympathisers. Thus, this result cannot be attributed to a simple right-left schema of ‘less’
versus ‘more’ state. On this, see: SP stimmte wirtschaftsliberaler als SVP: Vox-Analyse zu den Ab-
stimmungen of 22 September, Neue Ziircher Zeitung No. 265 of 14 November 2002, p. 13. — Developments
in California may have played a role in this rejection, thoug