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Abstract 

 
The discussion of the merits and demerits of democracy is almost as old as democracy itself and is 
on going. 
 
In the present paper we present a new theoretical perspective on democracy, as a system that 
facilitates changes, especially in the form of direct democracy. We stress the role of the “initiator”, 
eg. anybody who has the right to introduce a new proposal. This possibility increases the existence 
of the number of available strategies in a point of time. The decision makers can choose strategies 
from this set, and under a continuous game of trial and error can reject wrong ones and retain 
correct ones (in the sense of welfare increasing strategies). Thus a society gains knowledge and new 
efficient institutions emerge. 
Keywords: Direct Democracy, decision making, game theory, institutional development, growth, 
environmental policy. 
 

 
1. INTRODUCTION 
 
The discussion of the merits and failures of democracy is almost as old as democracy itself. While 
the first complete democracy can be traced to ancient Athens with the reforms of Cleisthenes during 
510-507 B.C., the discussion of its advantages and failures begins less than a century later, with the 
“Burial Speech” of Pericles in 430 B.C., as reported by Thucydides and continues with the 
philosophers and orators writings in 4th century Athens (e.g. Plato and Aristotle, Demosthenes and 
Aeschines) and Republican Rome (e.g. Cicero).  
 
The discussion started again, after a long lapse, in parallel to a revival of democratic elements in 
some European states, during the 17th century, e.g. after the “Glorious Revolution” of 1688-1689 in 
England, in the writings of Thomas Hobbes, John Locke etc, continued during the 18th century by 
the “Enlightenment” philosophers and “political scientists” like David Hume, T. Paine, J.J. 
Rousseau, Voltaire, Montesquieu etc. and by the American constitutionalists during and after the 
American Revolution. Since then, the discussion is on-going, with economists beginning to take a 
stronger interest in it, at least since the writing of John Stuart Mill [1]. 
 
Direct democracy is being practiced in many America states [2] in most Swiss cantons [3] and since 
1995, in Germany, at city and land level [4] but also in Italy (30 referendums during 1990 – 2000) 
and, in special cases in France, the Netherlands, and Ireland (referendums concerning the EU 
constitution and Lisbon Treaty).   
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In the present paper we propose a new theoretical approach to democracy, especially direct or 
participatory democracy, drawing on institutional and constitutional economics. For the completion 
of such a task the paper is organised as follows: In the first section we make a short review of the 
discussion and espouse our hypotheses, while in the coming we analyse issues of environmental 
policy under direct democracy procedures of decision making, and close with our conclusions. 
 
2. A MODEL OF DIRECT DEMOCRACY 

 
We model DD as a regime, which facilitates change and the development of new institutions, both 
political and economic, that are a “good” response to changing circumstances. In other words, we 
presuppose that democracy is a dynamic process. In this process, the set of existing strategies of the 
citizens decision makers is continuously being enlarged and adapted.  
 
Through a process of trial and error and the calculation of personal welfare at each point of time by 
each citizen-decision maker, new successful strategies are adopted, while old unsuccessful ones are 
eliminated. In this continuous game, path dependence can be broken and new regimes introduced, 
that are in some historical situations, growth promoting. These new institutions are functions (or 
linked) to the new strategies. In DD every citizen-decision maker may come out as an “initiator”, 
e.g. anybody may introduce a new strategy proposal into the set of strategies and his proposal may 
be adopted or rejected through voting. Thus, we expect the set of available strategies to be higher 
under DD than under any other regime, since in other regimes the set of strategies depends on fewer 
decision makers, e.g. political parties, oligarchies or Kings with their bureaucracies.  
 
A higher number of available strategies in the “pool of strategies” under DD does not necessarily 
mean that the best strategies are adopted. The citizens-decision makers may adopt a strategy, which 
they deem “best”, but they may be proven wrong ex-post. The same of course is true of the 
implementation of strategies under other regimes.  
 
Two elements are different in DD: First, under DD we have a process of internalising benefits and 
costs of decision – making. The citizen – decision maker bears the result of his personal decision on 
his welfare. The cost-benefit is no more an externality imposed to him by an external agent. Thus, 
the agent-principal problem, is mitigated under DD, if not wholly eliminated. Second, in a 
continuous game of decision- making and welfare calculation by each citizen decision maker, the 
possibility of learning exists and we believe is higher than under other regimes, where learning is 
lower both due to different, slower procedures (e.g.: voting under representative democracy every 
two years such as on USA state level, four or five years, for general or presidential elections, which 
brings the “new” strategies proposed by political parties only then to test) and due to the lower 
incentives to learn. If the cost-benefit of the decision is seen as an externality, on which the citizen 
exerts none or very slight influence, then he has none or very low incentive to devote resources to 
learning. The net result of benefits minus costs of learning under ID is lower than under DD, the 
cost being, for example time devoted to collecting information, forming coalitions etc., all these 
things which strongly influence the level of transaction costs [5].  
 
Direct Democracy (DD) is a regime under which individual preferences are expressed better and 
freer, and thus may become “endogenous” in the sense of being decided by voting on separate 
issues and not being imposed “externally” by political parties, e.g. other decision makers, like Kings 
or “tyrants”1 in older historical periods. If such an argument holds, then DD is also a more 
cooperative game, because it necessitates the forming of coalitions between voters with different 
                                                
1 In the beginning the word “tyrant” did not have the negative connotation it has today. In 6th and 5th centuries BC 
Greece, it meant a regime of the leadership of one person, who was not a hereditary king. Some tyrants were even 
philosophers like Periander of Corinth.  
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interests, since the “game” of decision-making is not a static once-for-all but a continuous, dynamic 
one.  
 
Direct democracy is thus seen as a means of information – knowledge diffusion and sharing, that in 
the end promotes the emergence of more efficient institutions through a process of introducing new 
ones, testing them, adapting them and eliminating the inefficient ones [6,7] 
 
We now turn to a brief application of DD to help issues concerning environmental policy.  
 
 
3. ENVIRONMENTAL POLICY ISSUES UNDER DIRECT DEMOCRACY 
PROCEDURES 
 
In this section we analyze some issues of decision making concerning environmental policy under 
direct democracy. 
 
The first known law of environmental protection was issued in the Greek city of Sybaris, at the Gulf 
of Taranto practicing direct democracy. Sybaris was renowned for its opulence, luxury and the 
many pasttimes it offered to visitors and citizens alike.2 The Sybarites imposed the first anti-noise 
legislation for the daytime; even roosters were barred from the town! [8].  
 
A common distinction in Direct Democracy (DD) is between co-determination models and self – 
determination models. The former refers to mutual cooperation between non-expert citizens and 
trained experts and a form of joint decision – making. The latter refers to the complete autonomy of 
citizens in decision – making [9].  
 
In states like the USA and Switzerland that practice DD regularly, many questions relating to 
environment protection legislation have come to the ballot through citizens initiatives. Some well 
known ones in USA states were the following: [2]. 
1) Montana bottle deposit initiative, Nov. 4 1980: “Shall a mandatory 5% deposit be placed on beer 
and soda cans and bottles, if, by 1983, 85% of such containers are not being voluntarily recycled? 
The final vote in favour was 29%, so that the proposition was rejected.  
2) Missouri nuclear power plant safety initiative, Nov. 4, 1980: “Shall operation of nuclear power 
plants in Missouri be prohibited until there is a federally approved site for radioactive waste storage 
in operation?” The final vote in favour was 39%, so that the proposition was rejected.  
3) Oregon nuclear power plant safety initiative; Nov. 7, 1980: “Shall Oregon require operation of 
permanent radioactive waste storage and voter approval before permitting construction of nuclear 
power plants?”. The final vote in favour was 54% so that the initiative was adopted.  
 
These examples illustrate some of the issues of environmental policy under DD. What is important 
and different than under DD are: First, new strategies (initiatives) are introduced into the decision 
set. Second, a debate on the advantages and disadvantages of each new strategy is discussed, also in 
comparison to older, existing strategies. Third the possibility of consensus building is given linked 
to the possibility of one interest group being able, under a dynamic continuous game, to compensate 
another, either through direct monetary compensation, as an application of the Coase theorem or 
indirectly, through logrolling, e.g. Promises to vote in favour of an initiative that interests the other 

                                                
2 They were said to honor cooks with golden crowns (the first practice of todays Michelin stars or similar awards to 
chefs and restaurants!) and give them the same honors for preparing a fine meal that they gave the choregos for staging 
winning performances. The word “Sybaritic” has become a synonym for voluptuaries.  
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interest group’s initiative. What is essential here, is that the game may become more cooperative 
and thus also welfare increasing3.  
 
Most visions of environmental direct democracy are, variants on a model of direct democracy in 
small, often rural, face-to-face communities, characterized by labour-intensive production, self-
reliance if not self-sufficiency, a related minimization of trade and travel between communities, and 
decision-making by face-to-face assemblies along the lines of the Athenian assembly. The emphasis 
is on public talk and public spaces in the decentralized communities, breaking down distinctions 
between politicians and administration, and the need for ‘re-empowerment’ of people through 
participation, involvement and a sense of citizenship that stresses activity not on the delegation of 
power and spectatorial polities’. The German Greens emphasize direct democracy at the base of 
their party structure. The central importance of direct democracy in decentralized communities is 
emphasized in a variety of accounts of green politics. Sale gives priority to ‘bioregional’ 
organization of communities over direct or other forms of democracy.  
 
In many countries, as in Greece, some problems concerning environmental policy issues exist:  
1) Citizens preferences are not made explicitly clear. They may be different than those of the 
government, or some interest groups that promote some policy measures that may be against the 
preferences of the majority. Decision making under DD would make at least the preferences clear, 
at various levels: State, district, city. One major issue now is for example the one concerning 
nuclear energy. We believe that this is a major issue to be addressed in a referendum, either 
introduced by the government, or in countries practicing DD, through an initiative. This should be 
done after a thorough public debate.  
2) In some (many?) cases, interest groups may either promote or block major projects on 
environmental grounds (which in some cases may not be the main deeper issue). Decision under 
DD would clarify the issues as to the citizens being in favour or against some projects, but also in 
full awareness of the costs and benefits of the decision. In some cases in Greece, (for example a 
major investment project in a gold mine in Macedonia) have been blocked by vociferous groups on 
environmental protection grounds. We are not certain in such cases, if these groups necessarily 
express the majority’s preferences. Also, in such cases, the opportunity cost of the non-realization 
of the investment is not discussed at all: e.g. What are the losses in employment, revenue, taxes etc.  
 
This of course could work also the other way round: Some projects that are promoted by strong 
interest groups and might be to the detriment of environment protection might be blocked through 
votes after initiatives under DD. This procedure is both faster than the legal way, which takes years, 
and will express citizens will, as against the legislatures decision according to laws voted by 
parliaments in which the citizens were not involved at all. 
 
4. TYPOLOGIES OF PARTICIPATION 
 
As noted earlier, there is an extensive literature on the effective use of public participation in 
development and conservation projects in less developed countries. This literature addresses issues 
such as the purposes to which participation may be put, the stages of the project life cycle at which 
it should be employed, the level of power with regard to the decision – making process which 
should be afforded to the participants and the methods which may be appropriate under different 
circumstances. For example, Pimbert and Pretty [11] list some 30 participatory methods and 
approaches. By contrast, there is relatively little published material available regarding methods of 

                                                
3 The Coase theorem was originaly formulated in relation to environmental issues. In the ideal case, when transaction 
costs are zero, each resource will go to the person or group for which it has the highest value, thus leading to the best 
allocation of resources. In a dynamic continuous game the possibility of compensation (also through exchanges of 
promises) is increasing, leading thus to a better allocation of resources. For “logrolling”, see Buchanan and Tullock [5] 
Cooperative games are usually welfare increasing, being non-zero games. [10]. 
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public participation in environmental decision – making in Australia and evaluations of the 
effectiveness of such participation. Many agencies involved in natural resource management, 
however, include public participation of various types in their decision – making processes.  
 
Various typologies of public participation have been published in recent years. Gujit [12] cited a 
number, including those presented by Biggs [13]; Hart [14]; Stiefel and Wolfe [15]; and Cornwall 
[16].One which is of particular relevance in this context is that presented by Pimbert and Pretty 
[11], in their examination of participation in conservation projects in less developed countries. The 
key features of the classification, which is of relevance to developed countries also, are detailed in  
Table 1. It is noteworthy that only the use of methods falling into the last three categories of the 
typology would potentially lead to participatory democracy. The necessary conditions – 
information, time and means for deliberation, and a method to communicate the results of the 
deliberation to decision-makers – are potentially associated only with functional and interactive 
participation and self-mobilization, as the terms are employed in the typology.  
 
Under the tenets of direct democracy, as noted by Webler and Renn [17], participation of the public 
is functionally and morally central to democracy. Public participation is seen as essential to advise 
decision – makers adequately of community needs and preferences. Some of the foundations which 
have been used to support participatory democratic theory and hence public participation in 
government decision – making are summarized in Table 1.  
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Table 1 

A Typology of Participation 
 

Description Components of each type Increasing 
community 

empowerment 
Passive participation   unilateral announcement by authorities;  

 no room for response by others;  
 people are told what will happen or has happened 

 

Participation in 
information – giving  

 information extracted from participants through 
surveys or questionnaires; 

 participants cannot influence outcomes, as results of 
information collection are not shared  

 

 

Participation by 
consultation  

 participants are consulted; 
 views are noted; 
 problem definition and solutions may be modified;  
 no obligation to accept participants’ views 

 

 

Participation for 
material incentives 

 participants provide resources – e.g. labour;  
 participants have no stake in continued involvement 
once the project ends 

 

 

Functional 
participation  

 participants form groups to meet pre – determined 
project objectives 

 groups often dependent on external initiators  
 

 

Interactive 
participation  

 people participate in joint analysis of options;  
 formation or strengthening of local groups occurs;  
 group may continue after project ends  

 

 

Self – mobilisation   participants initiate action independently of the 
project.  

 

 

Adapted from Pimbert and Pretty [11].  
 
5. CONCLUSIONS 
 
We have sketched a model of Direct Democracy as a means of discovering preferences and solving 
conflicts. Then we have presented some thoughts as to how the model could be applied to the issue 
of environmental policy, taking into account that public participation can be found under various 
typologies.  
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