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some issues, such as detailed standards governing water quality, that are best
left to experts, and others, such as whether to allow capital punishment, where
experts have no obvious informational advantage. The information view sug-
gests that legislatures should focus on technical issues and initiatives should
be used to resolve issues involving values where representatives have no in-
formation advantage. Some evidence suggests that this is what happens in
practice (Matsusaka, 1992).

8. Future Directions

Research to date has focused on comparing representative with direct democ-
racy, largely with an eye toward determining which is better in some sense. The
preponderance of evidence suggests that direct democracy is no worse than
representative democracy along a variety of dimensions. As time goes by, the
broad question of what form of democracy is superior will likely diminish in
importance: direct democracy is here to stay, and all indicators suggest it will
play an ever larger role in setting public policies. The key research questions
for the 21st century will involve understanding how direct democracy bts into
and changes the institutions of representative democracy. Among them are
the following.

8.1. What is the optimal division of labor between representative
and direct democracy?

The initiative and referendum will not make representatives obsolete. Modern
government is too large and complicated to be managed with periodic ballot
propositions. The specialization arguments for a class of government experts
will only become stronger over time.

The question is what tasks should be performed by direct and what by
representative democracy in the future? The emerging pattern appears to be
that initiatives and referendums are used to resolve broad policy issues, while
implementation details and overall budgeting are left to legislatures. For exam-
ple, Matsusaka (1992) shows that initiatives are more likely to address broad
distributional and moral issues while technical regulatory and government
administration issues are left to the legislature.

Along the same lines, what polities are better suited for direct democracy?
To take a concrete example, are the initiative and referendum more valuable
in big cities or small cities? At least two factors suggest a higher value for
direct democracy in large cities. First, agency problems are likely to be more
severe in large cities than in small cities because free rider problems make it
less likely that constituents will monitor their representatives in large cities.
Second, elected ofbcials are less likely to understand the preferences of their
constituents in large than small cities. Empirically, large cities are more likely
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than small cities to have and use the initiative, as noted above, suggesting that
institutions might be evolving in an efbcient way.

8.2. How does direct democracy change representative government?

Direct democracy is likely to change the role and behavior of elected repre-
sentatives. As noted above, the threat of an initiative can cause the legislature
to revise its policy decisions. And, also as noted above, to the extent that ini-
tiatives take the lead in setting spending priorities and determining the broad
direction of policy, legislatures will bnd their role redebned to focus on im-
plementation of policy priorities set by the people, both in terms of writing
supporting legislation and in terms of budgeting. This may change the nature
of skills required in elected ofpcials, the desirability of term limits, the role

of political parties, and so on.

Buchanan and Tullock (1962) stressed that logrolling was a central fea-
ture of legislatures. Initiatives and referendums tend to undermine legislative
logrolls. The question of how this will affect the functioning of legislatures
is largely unexplored. Besley and Coate (2003) focus on the bundling of is-
sues in candidates, and show how the presence of initiatives can lead to more
efbcient candidate elections. Matsusaka (2005) shows how unbundling can
allow voters to deliver stronger sanctions at the polls, by reducing the num-
ber of issues elected ofpcials are accountable for. No research to date has
explored how unbundling will affect the internal organization and procedures
of legislatures.

There is also the question of how the initiative will affect the executive
branch. Direct democracy, by overriding the legislature, would seem to shift
the balance of power toward the governor and away from the legislature.
Indeed, governors not infrequently make use of the initiative when their pol-
icy goals are stymied by the legislature. The median voter model suggests
that governors on average will be more closely aligned with the median voter
than the legislature (especially when legislative seats are gerrymandered). The
governor should therefore be able to threaten initiatives with some credibility,
further tipping the scales in his favor. However, initiatives also provide an
avenue around the executiveOs veto, which could weaken his bargaining posi-
tion. Exactly what the implications are for the strengthening of the executive
vis-a-vis the legislative merits serious investigation.

9. Conclusion

This essay began by describing a variety of political, demographic, and tech-
nological trends that pointed to an eclipse of legislatures in the 21st cen-
tury, and the rise of direct democracy as the brst choice for making broad
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policy decisions. If the trends do play out the way | speculate they might,
current evidence suggests that it should not be a cause for alarm. Indeed,
the quality of governance may well improve in some respects. The initiative
and referendum seem to bring about greater majority rule without under-
mining the rights of minorities, and lead to policies that improve economic
performance.

While direct democracy takes away some of the functions of legislatures,
it does not do away with representative government. Indeed, the benebts of
economic specialization create strong pressure for the delegation of many
public functions to professionals. A critical challenge for public choice schol-
arship will be to understand how direct democracy impacts and changes the
functioning of legislatures. Among the important changes brought about by
direct democracy is the unbundling of legislative logrolls, which threatens to
create havoc in the heart of the legislative enterprise.
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Notes

1. | use referenduminstead of refereralfollowing the Oxford English Dictionary most
mainstream media, and the emerging scholarly convention.

. Mississippi adopted in 1916 but the initiative was struck down by a court ruling in 1922.

. The information in this paragraph is from Matsusaka (2003, 2004).

4. Forinformation on legal provisions and histories in the United States and Europe, see Waters
(2003) and the web sites of the Initiative & Referendum Institute (www.iandrinstitute.org)
and IRI-Europe (www.iri-europe.org).

5. The survey was conducted by Portrait of America. It can be found in Waters (2003) and on
the web site of the Initiative & Referendum Institute (www.iandrinstitute.org).

6. FromStatistical Abstract of the United StatésS Department of Commerce (2003, Table
No. 227).

7. Itis worth noting that although the initiative has tended to push policy in a conservative
direction over the last several decades, it pushed policy in a liberal direction in the early
twentieth century (Matsusaka, 2000, 2004). Thus, the initiative does not have an inherent
conservative bias.

. See the symposium on OshirkingO in the June 1993 isBublaf Choice

9. Gilligan and Matsusaka (1995, 2001), Bradbury and Crain (2001) and Bagir (2002) test the
OLaw of IGimplication of the theory identibed by Weingast, Shepsle and Johnsen (1981).
DelRossi and Inman (1999) provide direct evidence from congressional votes.
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