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Abstract

In recent decades, the rapid emergence of new political leaders capturing growing
social discontent with populist promises has highlighted elements of the internal fra-
gility of democracy. Schumpeter predicts such fragility in Capitalism, Socialism and
Democracy, where, in analyzing thse “competitive struggle for the popular vote,” he
makes two assumptions that reverse the classical model of rational decision-making:
the limited use of “conscious rationality” by voters and the potential unfairness of
political leaders. These two elements introduce systematic distortions into the pro-
cess of collective decision-making in democracy, suggesting a possible explana-
tion for the rise of populism. Based on delegation, representative democracy must
function despite the small amount of intellectual effort that most citizens put into
forming their political opinions. Ideologies have historically functioned as implicit
heuristics, allowing citizens to evaluate political facts, shape their expectations,
and simplify political reasoning; as such, they have been the tools used by parties
to give credibility to their programs while at the same time affiliating and polar-
izing the electorate. While they continue to serve as anchors for defining political
identity, today’s ideologies are fragmented and therefore less effective in supporting
long-term programs and retaining voters; thus, keeping voters close to their political
affiliation requires massive use of the media, and for emerging parties lacking strong
identitarian values, a short-term political offer becomes less risky than formulating
long-term political strategies. At the same time, the decline of classical ideologies
makes any political commitment to long-term perspectives hardly credible to the
electorate. This leads to an adverse selection process in which populist programs
have a better chance of success than long-term policy programs. As a result, the role
of the political leader as an entrepreneur is severely weakened. The competition for
votes becomes unfair (since it is not based on the quality or plausibility of policy
results), while at the same time the process of polarization disrupts the elements of
mediation. The result is a process of democratic backsliding that can ultimately lead
to a loss of trust in democracy.
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1 Introduction - The context and the problem’

In recent decades, social dissatisfaction has grown remarkably in several advanced
countries, resulting in political polarization. A significant part of the population has
moved towards more radical political positions, sometimes to the extreme ends of
the left-right axis. The rapid emergence of new political leaders, capturing growing
social discontent with populist promises, has highlighted elements of the internal
fragility of democracy. The new leaders have achieved consensus through messages
that appeal more to emotions than to rationality and, thanks also to the massive use
of the media, have brought about an increasing polarization of the electorate.” This
change undermines the traditional role of representative democracy as a “media-
tor” between opposing legitimate interests, and weakens the power (and sometimes
the reputation) of the mediators, leading to the prevalence of direct relationships
between the new leaders and citizens. In short, in many countries we have seen a
transition from Elitist Bureaucracy (Clinton) to Charismatic Authority (Trump).?

This transformation weakens the typical dynamics of a representative democracy,
making it more convenient for leaders to compete on the basis of short-term crowd
impulses — amplified by emotional elements — rather than long-term perspectives.
Building “collective rationality” becomes an increasingly difficult task, and emerg-
ing leaders, though able to grasp some of the sources of popular discontent, remain
tempted to offer simplistic short-term solutions to increasingly complex problems. In
the short term, this process may lead to a formally more “direct” and radical democ-
racy, and sometimes to higher levels of popular participation, but these features may
also become the risky preconditions for a shift to a more authoritarian regime.

If this process is sustained, the more the parties move towards extreme positions, the
less mediation (negotiation) is possible and the competition between them turns into con-
flict. The question is whether stabilization will lead to an “illiberal democracy” or whether
we are witnessing a transition in which the weakening of democratic features is a tempo-
rary effect during the achievement of a more stable configuration of the emerging parties.

Antony Downs’ model of Democracy (Downs 1957b), and the rich litera-
ture that followed his article, are the typical references for discussing the threat of

" A preliminary version of this paper has been presented at the Schumpeter Society Conference, Seoul
July 2018; The current version has been presented at the Schumpeter Society Conference, Roma July
2021. I am indebted to Richard Langlois, Leonardo Morlino, Richard Nelson, Carlo Trigiglia, and an
anonymous referee for their insightful comments.

2 The issue of polarization has been widely discussed in the literature over the past decade. Here T refer
to a partial sample of authors who have addressed the relationship between polarization, inequality and
populism: Akdede (2012), Chen and Suen (2020), Duca and Saving (2014), Fiorina and Abrams (2008),
Frye (2010), Grosser and Palfrey (2011), McCarty et al. (2003), Nicholson (2012), Norris and Inglehart
(2019), Pelinka (2013), Sunstein (1999), Voorheis et al. (2015), Winkler (2019).

3 T am indebted to Richard Langlois for this distinction.
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polarization to the stability of representative democracies. However, these risks
have a deeper origin, namely an intrinsic fragility of democracy as first outlined by
Schumpeter (2003) in Capitalism, Socialism, and Democracy (hereafter CSD).

In short, I argue that the fragility highlighted by Schumpeter stems from the imper-
fections of the implicit contract between citizens and their political representatives (or
leaders), a contract that involves trust and delegation, but also leadership, persuasion,
and sometimes manipulation. Max Weber’s view of “charismatic democracy” well
describes the ambiguity of the role of the political leader, who oscillates between being
a “leading strategist” and a “demagogue”. In order to construct shared policy propos-
als, political leaders need to be in constant dialogue with citizens, to understand peo-
ple’s expectations and grievances, and to offer convincing solutions. Persuasion is thus
essential, and yet persuasion and manipulation remain separated only by the ethic of
responsibility, and no one can be sure that a political actor possesses this moral quality.

With the development of the media, the role of information and communication sys-
tems becomes increasingly essential for political action but also more prone to manipula-
tion and misuse. On the one hand, it can be a powerful instrument for political subjects
who want influence citizens’ opinions through political manipulation and advertising;
on the other, it can stimulate a “dialogue” between citizens and their representatives by
eliciting critical views and discourse. Schumpeter worried against the manipulative use
of communication systems, but pointed out that modern democracy has to be working
despite the risks of misuses, hence the origin of the fragility of democracy. The ambiguity
of the relation between citizens and their representatives is an essential and integral part of
modern democracies, but since nobody can guarantee that political leaders of high profile
and moral caliber will emerge from an election, the impact of manipulation may over-
come the role of the open critical dialog among the different parties.

Since the 1950s, the pervasive diffusion of televised media worldwide has amplified a
party’s ability to increase citizens’ affiliation through political communication and adver-
tising.* The recent rapid growth of “social media” has further promoted the establish-
ment of direct relationships between the new emerging leaders and “the people”, while
overcoming the traditional influence of opinion leaders in newspapers and TV channels.
While debates in the traditional media should (at least in principle) provide citizens with
the necessary elements for critical evaluation of policies, the messages of the new emerg-
ing leaders on social media do not appeal to rationality, but rather to approval and con-
firmation of their views. This process can lead to increased polarization through a self-
reinforcing process that weakens the democratic system and makes it more fragile.’ Thus,

4 According to Mazzoleni (2008), “The mediatization/marketization of political communication is inter-
twined with a broader shift in the media industry worldwide towards forms of content that respond pri-
marily to audience demands and tastes by providing a larger supply of entertainment and sensational-
ism, especially in the information domains, and thus creating what Douglas Kellner (2003) has called the
‘infotainment society’.

5 “And, regardless of which party is in office, half the electorate always feels that the other half is
imposing policies upon it that are strongly repugnant to it. In this situation, if one party keeps getting
re-elected, the disgruntled supporters of the other party will probably revolt; whereas if the two parties
alternate in office, social chaos occurs, because government policy keeps changing from one extreme to
the other. Thus, democracy does not lead to effective, stable government when the electorate is polarized.
Either the distribution must change, or democracy will be replaced by tyranny in which one extreme
imposes its will upon the other.” (Downs, 1957a: 143 ).
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as polarization progresses, it increasingly shrinks the realm of common interests and prin-
ciples, paving the way for irreconcilable political positions and, at the same time, favoring
more direct and unfettered access to political power.

Why does this happen? A starting point for addressing this difficult question is
to recognize that in the political context there is no endogenous system for coor-
dinating conflicting interests, as there is in markets through the ’invisible hand’. In
particular, there is no reason to believe that the players in the democratic game, as
they compete for power, will always pursue the interests of their constituents. Since
the Scottish Enlightenment, political philosophers have sought to design democratic
institutions in such a way as to prevent participants in the struggle for power from
placing their personal advantage above the public interest.

Hume had clearly identified the problem:

“Political writers have established it as a maxim, that, in contriving any sys-
tem of government, and fixing the several checks and controls of the constitu-
tion, every man ought to be supposed a knave, and to have no other end, in all
his actions, than private interest. By this interest we must govern him, and, by
means of it, make him, notwithstanding his insatiable avarice and ambition,
co-operate too public good. Without this, say they, we shall in vain boast of the
advantages of any constitution, and shall find, in the end, that we have no secu-
rity for our liberties or possessions, except the good-will of our rulers; “(Hume
1994, vol. 1 : 24)

We find a similar vision in the famous metaphor of the “invisible hand”.
Adam Smith (2007: 349) claimed that individuals, while aiming only at their
own interests, are led by an “invisible hand” to pursue the collective advantage
even though this end “is not within their intentions”. In the context of politics,
however, competition does not have the same characteristics as Adam Smith’s
invisible hand, because there is no internal process that “spontaneously” leads to
the alignment of political behavior with common rules.

Hume’s solution to control the “insatiable ambition” of the participant to the
political game was division of power, but this solution does not prevent discrepan-
cies and violations, it simply mitigates them. Thus, if we do not attribute to all poli-
ticians a high moral caliber, the only element that may induce them to pursue the
programs they have promised to their voters is their fear of losing voters’ support.
Therefore, the institutional form taken by the competition for votes characterizes the
good or bad functioning of the process by which citizens form their political opin-
ions and choose candidates.

In the Olympic representation of the decision-making process, as proposed by
classical democratic theory, citizens are supposed to be fully informed and compe-
tent. Politicians are supposed to give a clear account of the principles and strategies
for the conduct of government and to keep their promises after the election.® But
this representation is far from reality; the process of collective decision-making is

6 This point is deeply analyzed by Schumpeter in CSD: 253,254
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more complicated, and it may be unfair: politicians, for example, may fail to main-
tain their promises despite the risk of losing popular support if they perceive that
voters are deeply affiliated to their party or polarized to their values.

Thus, affiliation to the ideology of a party and polarization are typical elements
that undermine the effectiveness of competition in promoting the accountability of
political representatives. This is a clear case of violation of the conditions of fair
competition for votes, although there is no striking evidence of violation of fun-
damental democratic rights. More generally, in order to identify the failures of the
political decision-making process, it is necessary to detect the elements that under-
mine the effectiveness of competition; In fact, according to Schumpeter, competition
for votes is the core element of democracy and should therefore ensure the fulfill-
ment of the implicit contract between the electorate and the elected:

“The democratic method is that institutional arrangement for arriving at politi-
cal decisions in which individuals acquire the power to decide by means of a
competitive struggle for the people’s vote” (CSD: 269)

After a long period of success, this definition was challenged by many critics who
considered it incomplete because it did not (explicitly) refer to the universal princi-
ples of democracy.” I do not share this critical view, because the definition offered
by Schumpeter focuses on a central problem of democracy (already emphasized by
David Hume): while there is no “invisible hand” in the political arena, the main
question is what allows individuals with conflicting interests to cooperate. There-
fore, I will not follow the strategy to list a comprehensive catalog of social, political,
economic, and religious rights that allow a country to be called democratic. Instead,
I will examine the process of individual and collective political decision-making,
and its potential failures.

Anyway, it is easy to see that Schumpeter, in chapter XX of CSD, before pro-
ceeding to his definition of democracy and together with the critique of Rousseau’s
idea of the “Common Will”, ascribes to freedom of thought and speech the role of
the founding principle of democracy. Implicitly, he establishes a hierarchy of impor-
tance among different principles, some of which are contestable (Baumol 1982) by
parties with different political orientations, while others are fundamental and essen-
tial to democracy (I will discuss this point in the next section).

I will therefore consider the democratic principles that Schumpeter implicitly
regards as fundamental because their violation prevents the “struggle for the vote”
from achieving its goals, i.e., the principles that guarantee the autonomous forma-
tion of political opinions, such as freedom of thought and freedom of speech. Even
when these rights appear to be formally respected, they can be covertly violated
when political manipulation, polarization, or ideologization lead citizens to make
biased decisions.

In the following arguments, I will consider several potential failures that under-
mine the Olympic representation of the decision-making process, caused by the

7 See for all Held (2006).
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limits of rationality in politics, or, to use Schumpeter’s words, by the limits of “con-

scious rationality” ® :

— Failures in opinion formation: The construction of opinions and preferences is
a very complex task that requires full information and specific competence; the
information provided by the media or by the parties is not constructed to be fair,
and the same happens in public debates (Section 3). Then, citizens may try to
simplify the opinion-building process through the cues provided by a political
ideology (Section 4), and in this case the opinion-building process is shaped by
that ideology.

— Failure of rationality and critical thinking: A strong identification with the values
and ideological frames of a political party (routinized thinking) has two effects:
Undermines citizens’ willingness to withdraw their support when the party fails
to deliver on its promises (Section 4). And reduces citizens’ critical attitudes and
exposes them to polarization. (Section 6).

— Failure of autonomous evaluation. Polarized voters prioritize candidates’ parti-
sanship over their accountability. This leads to an adverse selection process in
which politicians are renewed even if they have proven to be mediocre or have
failed to keep their promises. Importantly, polarized voters with limited ideologi-
cal frames prefer a political offer based on short-term promises. This leads to an
adverse selection process in which populist politicians are preferred to political
innovators (Section 5).

Because these failures are systematic, they create a dynamic of competition for
votes that reverses the ideal Olympic mechanism of political decision-making pro-
cesses and the ways in which parties should gain the trust of voters. I will discuss
this dynamic in Sections 4, 5, and 6.

My perspective is to interpret the processes of democratic backsliding,
briefly outlined here, in light of the “distortions” of the collective decision
mechanisms that characterize the political competition for power. Although
they do not explicitly and directly violate fundamental democratic principles,
these “imperfections” can gradually lead to a loss of trust in democracy.’ In the
face of persistent failures, citizens may withdraw from the electoral process,
or even become hostile to democratic rules and turn to more centralized and
authoritarian structures.

8 Schumpeter considers the process of thinking as composed of conscious/deliberate and unconscious/
automatic components. The prevalence of the deliberate over the automatic component can occur in dif-
ferent degrees, so rationality is bounded by the individuals’ willingness to engage in a problem; a modest
level of intellectual engagement implies a low level of self-determination of the citizens’ will; in this
case there is a high chance of success of external manipulations. See Schumpeter (1947), Schumpeter
(1984), Egidi (2017).

° Diamond and Morlino (2004) provide a comprehensive analytical approach to the quality of democ-
racy.
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2 Freedom of thought and the common core of democratic
principles

In his famous lecture “The Profession and Vocation of Politics,” Max Weber
views conflict as inherent to society and attributes the right to regulate it to legiti-
mate public institutions. This view is at odds with Rousseau’s vision, which is
based on the idea that conflicts can be resolved “naturally” because citizens rec-
ognize a “common good” that can be achieved through a “common will”. Chapter
XXI of Schumpeter’s CSD is devoted to a critical analysis of this vision:

“It is held, then, that there exists a Common Good, the obvious beacon light
of policy, which is always simple to define and which every normal person
can be made to see by means of rational argument.[ .... ] There is, first, no
such thing as a uniquely determined common good that all people could
agree on or be made to agree on by the force of rational argument. This is
not primarily due to the fact that some people may want things other than
the common good, but rather to the much more fundamental fact that “com-
mon good” is an expression bound to mean different things to different indi-
viduals and groups. This fact, hidden from the utilitarian by the narrow-
ness of his outlook on the world of human valuations, will introduce rifts
on questions of principle which cannot be reconciled by rational argument
because ultimate values—our conceptions of what life and what society
should be—are beyond the range of mere logic.” (CSD: 251)

Since people have different and sometimes conflicting systems of values, ideas,
and motivations, we should recognize that it is impossible to rank such systems,
i.e., that there is no universal order among them. Any general ordering principle
can be questioned because it would itself be based on general principles. Then the
idea that it is possible to identify a “universal common good” as the product of a
“common will” encompassing a wide range of principles is a denial of the prin-
ciples of individual freedom and pluralism. This point can also be seen by refer-
ring to Arrow’s Impossibility Theorem (Arrow 1950), which can be interpreted as
antithetical to the idea of common will.

This question emerges clearly also if we limit the notion of common good to
the notion of social welfare and if we reflect on how to improve the welfare of
citizens in a market economy. As is well known, for any given initial allocation
of resources there is a Pareto efficient equilibrium, i.e., a price system that allows
every individual—after trading—to be better off, without anyone else be worse
off. Consequently, under the usual assumptions, once the Pareto equilibrium is
reached, any attempt to further improve people’s welfare by modifying the alloca-
tion of resources should be advantageous for a part of the population and disad-
vantageous for the rest. Now, assume that a part of the population are Utilitarians,
and the rest are Equalitarians. Utilitarians could consider a Pareto optimal alloca-
tion as fair, for the reason just expressed, while Equalitarians should consider it
unfair because it does not respect principles of equality. Two different and irrec-
oncilable political and ethical systems, and two different strategies. Equalitarians
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could propose a reallocation of resources through a taxation for reducing inequal-
ities, a goal that could be realized only through majority voting: the conflict of
opinions cannot be cancelled, a majority voting on the issue signals that a com-
mon will on this issue does not exist.

Now suppose that a new allocation of resources has been reached. It is a stable
achievement, i.e., an allocation that will never be changed in the long run? Of course
not: a change of majority between Utilitarians and Equalitarians can put again under
attention the question and reverse the choice. The reversal of a majority is a part
of the normal dynamic of the competition for power, and in general does not lead
to a threat to the democratic order, provided that the conflict on this issue does not
encompasses conflicting opinions an all principles (and the related institutions), that
remain shared by the competitors.

Thus, we can conclude that social institutions and shared principles of a com-
munity manifest different degrees of stability: while the allocation of power among
the parties changes over time, some elements remain shared, and others come under
discussion becoming contestable. Changes of relative political powers may render
convenient to a party to re-negotiate various elements, which then become again the
object of political competition.

Then if a community achieves an agreement on a set of shared principles, ideas,
and institutions, after a—sometimes very complex—political intermediation among
different interests and goals, the “social contract” is not entirely stable. A restricted
core of elements remains stable over time, not being subject to political competition,
while many elements become debatable and contestable (if a relevant law is rou-
tinely changed at every change of majority between two opposite parties, we have a
signal of instability and a serious loss of trust by citizens).

Then, since conflicting opinions and systems of values are intrinsic of political
action, the political parties can maintain an agreement on a common core of institu-
tions and principles, while competing on all other political issues. The vital role of
democracy in fact is to permit a pacific clash among them, allowing for different
interests to be mediated and at the same time legitimized.

While, according to Schumpeter, claiming to base the concept of the universal com-
mon good on abstract universal principles is inconsistent, the formation and modification
of a common core of institutions and principles, dynamically modified by the competi-
tion of parties through history, constitutes a central process of how democracy operates.

I argue that this schema is coherent with the picture given by Schumpeter because
the conception of democracy is pluralistic by definition, compatible with the idea
that principles, laws, and institutions all have different levels of contestability
depending upon the breadth of consensus that they receive.

I have noted that, according to Schumpeter, there can be no universal order
among principles: at the same time, in defining the characteristics of democracy,
Schumpeter implicitly assumes a partial order by giving priority to the principles
that guarantee the existence of a liberal democracy:

“There are ultimate ideals and interests which the most ardent democrat
will put above democracy, and all he means if he professes uncompromising
allegiance to it is that he feels convinced that democracy will guarantee those
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ideals and interests such as freedom of conscience and speech, justice, decent
government and so on. The reason why this is so, is not far to seek. Democracy
is a political method, that is to say, a certain type of institutional arrangement
for arriving at political—legislative and administrative—decisions and hence
incapable of being an end in itself, irrespective of what decisions it will
produce under given historical conditions. And this must be the starting point
of any attempt at defining it. ” (CSD: 242)

This does not lead to a contradiction with the impossibility of the common good,
because by choosing as fundamentals the principles that guarantee the existence (not
necessarily the well- functioning) of a democracy, we select a particular political
order among many possible ones.

In other words, under the democratic system, different collections of principles
can operate: some principles, those whose violation, implicit or explicit, disrupts the
functioning of the democratic institution, are essential.'® Some others, which have
developed historically as a result of confrontations between parties, are contestable
and can be different in different countries and in the course of history. There is an
implicit hierarchy of importance between them: a democracy in which some rights
of minorities are not recognized can self-correct; a democracy that does not allow
freedom of thought and speech is not a democracy.'!

By “common core” I mean a set of social institutions and principles—like the free-
dom of thought and speech, or the principle that the power to decide must be attributed
to representatives through a vote—that constitute the basic rules of the game to which
citizens and parties accept to participate and are by and large universally accepted.

Some elements of the common core have a “constitutional” status, meaning that they
are hierarchically superordinate to the rest. Their modification should have disruptive
effects on all structure of shared principles, laws, and institutions. Thus, their persis-
tence guarantees the long-term stability of a political system and in a given society and
a given age they are, for long periods of time, not taken to be politically contestable.

They become unstable at particular historical fault lines, such as the English and
French Revolutions in the 17th and 18th centuries, or the ratification of the American
Constitution in 1787. Or the rise of Nazi power in the 1930s (Kershaw 2008). In these
historical conditions, the struggle for power leads to the dominance of one part over
the other. The core becomes contestable and collapses after radical social and political
confrontations.

The discussion in this paper aims to identify some of the core principles and the
consequences of their violation. As is clear from the discussion of the common will,
an essential element of the common core is the principle of freedom of thought and
speech, and of course related principles such as pluralism and freedom of choice: a
systematic violation of these principles undermines democracy. In the introduction,

10" According to Schumpeter (2003), freedom of thought and speech and free choice of citizens over their
representatives are fundamentals.

1 For this reason, I believe that it is not appropriate to consider as conceptually opposed the notion of
democracy as an institutional framework, expounded by Schumpeter in the CSD, from the notion of his-
torical democratization as claimed by Medearis (2001) in his book “Joseph Schumpeter Two Theories of
Democracy”.
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I have identified several potential elements that undermine the process of collective
political choice and the related process of political competition for votes. I will dis-
cuss these processes in the following sections.

3 The impact of media and social media on the autonomy of political
decision-making

Suppose we abandon one of the basic assumptions of the classical model of democ-
racy, namely the idea that citizens are fully competent to make their political deci-
sions. In this case democratic institutions should be designed to allow for the rational
construction of decisions relevant to the functioning of a modern state, despite the
limited information and knowledge available to its citizens. To this end, democratic
institutions should enable a process through which parties transform the different
beliefs, expectations, and interests of citizens into political strategies. Such process
must work despite the limited competence of citizens to make political choices, pro-
viding to the voter, who typically cannot claim to be professionally competent in the
management of public affairs, vast set of different and competing ideas and propos-
als offered by parties, opinion leaders, newspapers, and other media.

In this case, the debate, and sometimes the clash, between parties should offer the
citizens the opportunity to freely choose a personal position among opposing alter-
natives, with the reasonable expectation that they can trust the democratic process as
well as the specific party that they consider more suited to their interests and views.
Under these conditions, citizens can be confident that the delegation of power to a
particular party will result in policies that are demonstrably and reasonably consist-
ent with their orientation and interests.

Thus, if we drop the assumption of full competence and information of the citi-
zens, the design of the institutions that regulate the information process becomes a
crucial element to ensure the proper functioning of the system. In particular, the func-
tioning of the media system (opinion leaders, newspapers, television channels, etc.)
and of internal institutions (civil servants and, more generally, people involved in the
management of public affairs), which represent and promote different political posi-
tions, are crucial elements in the process of individual opinion building and collective
decision-making.

The current, rather complex, and sophisticated system of communication is not
designed to promote the rationality of citizens, but to persuade them effectively, and
this leads to the concrete risk of distorting the vital process of forming autonomous
political opinions.

In the competitive struggle for the people’s vote, it is natural that each party will
try to persuade the citizens of its proposals and processes by which political and
social forces steer new political opinions or even ideologies are the everyday real-
ity of modern societies. Manipulation and persuasion are intrinsic to any process in
which one part has more information and knowledge about an issue than another.
Information asymmetry and competence asymmetry are intrinsic to the function-
ing of democracy. In a pluralistic society, a citizen who may have little competence

@ Springer



The internal fragility of representative democracy: was. .. 655

on political issues can have confidence in a system in which different proposals
and perspectives are all represented, if the competition between different parties
or opinion leaders allows the real terms of a political issue to be brought out. This
means that the construction of political opinions, channeled through competing
newspapers and media, can stimulate intelligence and autonomous thinking.

This is a critical point, however. No one can guarantee that the debates in the
media will have the effect of clarifying the political issues and developing the criti-
cal capacities of the citizens. The political communication systems, based on psy-
chological techniques of persuasive communication, are inherently ambiguous and
the construction of a rational political model becomes less and less effective as the
use of narratives based on emotional factors and political advertising overrides the
open debate based on the contrast of ideas.

Traditionally, the counterweight to possible manipulation is plural-
ism. Various legitimate political positions compete for the votes of citizens
through newspapers and political parties. Then, the limits of individual
rationality should be compensated by the conceptual elaborations of opinion
leaders, columnists, etc. In this case, despite modest levels of competence
and knowledge, citizens should make rational decisions in politics. However,
the risk of being manipulated by politicians remains because their primary
interest is in attracting votes, and to that end, persuasion and manipulation
can be more effective than critical debate. '

This was clear in Schumpeter’s analysis. In his view, individuals may have dif-
ferent degrees of conscious rationality, i.e., they may be limited in their ability to
exercise full rationality in politics, which requires the possession of specific com-
petence and knowledge with full awareness. When competence and awareness are
absent or very modest, he warns, emotional elements may replace logical thinking
and individuals are exposed to irrational external messages, forms of persuasion and
advertising, both in the economic and political arena.

“.... we may for our purpose speak of genuine and definite volitions that at any
moment are given independently of attempts to manufacture them, although we
recognize that these genuine volitions themselves are the result of environmen-
tal influences in the past, propagandist influences included.” (CSD: 259,260) '3

12 All forms of persuasion imply a permanent dualism between autonomous and induced individual will.
Persuasion is compatible with autonomous will only if both parts of the relationship are aware of the
ongoing process, and even more so if the part to be persuaded has the competence to reject the state-
ments of the other part if necessary.

13 Whatever the level of consciousness may be, Schumpeter maintains that rationality is bounded by cog-
nitive limitations that require effortful mental operations. This view is strikingly similar to the modern
approach of cognitive sciences to rationality and reasoning, which begins with Herbert Simon’s idea of
bounded rationality. An increasing amount of research is dedicated to the study of the psychology of com-
munication and persuasion, emotional contagions, etc., both at the level of cognitive and neural processes.
Experimental evidence of the interferences between the deliberate and the intuitive components of reason-
ing allow us today to identify the conditions under which unconscious and emotional elements can prevail
over the deliberate component; interestingly, despite the poor development of psychological studies on
the topic at his times, these conditions are vividly depicted in section III of chapter XXI of Capitalism
Socialism and Democracy: here Schumpeter warns that under particular conditions political behavior can
be reduced to “associative and affective” conduct, beyond rational control. See Egidi (2017).
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In circumstances where citizens make decisions with low rationality, persuasion
and political advertising play a crucial role, and the problem of finding remedies to
the limitations of representative democracies becomes crucial. '*

Schumpeter’s view is sharp on this point:

“The weaker the logical element in the processes of the public mind and the
more complete the absence of rational criticism and of the rationalizing influ-
ence of personal experience and responsibility, the greater are the opportuni-
ties for groups with an ax to grind. These groups may consist of professional
politicians or of exponents of an economic interest or of idealists of one kind or
another or of people simply interested in staging and managing political shows.
The sociology of such groups is immaterial to the argument in hand. The only
point that matters here is that Human Nature in Politics being what it is, they
are able to fashion and, within very wide limits, even to create the will of the
people. What we are confronted with in the analysis of political processes is
largely not a genuine but a manufactured will.” (CSD: 263) (italics added).

Formally, democracy has a wider reach because citizens can now respond to and
engage with leaders’ messages through social media and freely express their crit-
icism. Unfortunately, much of the debate on social media is flawed by confirma-
tion bias and driven by emotional motivations; the risk of “homologized thinking,”
which is normally moderated by competition between different political visions, is
amplified by the emergence of a multiplicity of self-produced, often contradictory
“narratives” that compound and reinforce people’s prejudices.

In the past, advertising and propaganda were still essential elements of social per-
suasion and political manipulation, and they were used extensively; however, ide-
ologies were important tools of reasoning, and citizens who embraced an ideology,
while subject to the prejudices implicit in that ideology, were involved in the intense
clash between opposing political ideologies and were intellectually stimulated.

4 The role of ideologies and political frames

Within a frame of shared social and constitutional principles, parties exhibit neat
and stable differentiations based not only on their political programs but also on sys-
tems of values and beliefs. Sometimes these systems derive from a broad philosoph-
ical vision of society, while at other times they may consist merely of beliefs and
values derived from experience. Regardless of their degree of consistency, systems
of values and beliefs provide the frames through which individuals represent and
interpret social and political facts. Denzau and North call such frames “ideologies’:

14« Contrary to the current tendency in many countries to avoid highlighting socially and politically
controversial and pressing issues, [....] political polarization may be reduced rather than increased if,
instead, more information about the factual current situation and the effect of used policies is made avail-
able in the public debate, even when the issues at hand are controversial.” (Dixit and Weilbull 2007).
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“Ideologies are the shared framework of mental models that groups of indi-
viduals possess that provide both an interpretation of the environment and a
prescription as to how that environment should be structured.” (Denzau and
North 2000: 1)

A similar concept is unfolded by Lakoft (2004: xv):

“Frames are mental structures that shape the way we see the world. As a result, they
shape the goals we seek, the plans we make, the way we act and what counts as a
good or a bad outcome of our actions. In politics our frames shape our social poli-
cies and the institutions we form to carry out policies. To change our frames is to
change all of this. Reframing is social change.” '°

It is useful to distinguish between two different types of political frameworks. Fol-
lowing Denzau and North, I will call “ideologies” political frames that are charac-
terized by a large philosophical background and a reasonable degree of consistency,
while on the other side of the spectrum we have “fragmented political frames,” col-
lections of beliefs (and sometimes prejudices) that maintain stability thanks to emo-
tional components such as fear and hatred and the mechanism of confirmation bias.

When consistent and diffused, ideologies are the lenses through which citizens evaluate
the relevance of political facts, shape their expectations, and simplify political reasoning
and decision-making. The “classical” ideologies of the 20th century had a decisive impact
on people’s participation in political life and on their positioning in the political struggle.'®

In the mid-1960s, theories of the “end of ideology” by prominent scholars such as
Lipset, Aron, and Daniel Bell supported the idea of the death of revolutionary politi-
cal ideologies. The transformation of ideologies into the more subtle and ephemeral
form of political frame occurred in recent years, has not diminished their impor-
tance in influencing the construction of individual political beliefs.

Usually, the new political frames emerge as the flags of new parties that are the
expression and legitimation of pre-existing social movements and, as such, are the
bearers of the values and perspectives of the movements from which they emerged.
17 Typically, social movements, such as the climate change movement or the social
movement for global justice,'® are characterized by long-term values and goals,
often supported by recurrent mass protest. However, the range of issues that charac-
terize their protest is more limited than that of classical ideologies, such as liberal-
ism or socialism (I will consider this issue in Section 6).

15" Denzau & North (2000:24) suggest something similar, except that they also highlight the role of

social groups or collectivities .

16 See Baldassarri and Goldberg (2014) and LaPalombara (1966).

17 For a theory of social movement see Smelser (1962) and for a recent interesting analysis Jamison
(2010).

18 Wikipedia lists 567 of social movements that are carriers of fragmented political frames; among them
Abolitionist Movement, Anti-Apartheid Movement, Anti-nuclear movement, Black Lives Matter, Boy-
cott, Fair trade movement, LGBT social movements, Global justice movement, LGBTQ social move-
ments, Me Too movement, Occupy Wall Street, Pro-life movement, Qanon, Veganism, and Women’s lib-
eration movement.
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Precisely because they are newly emerging fragments of ideologies that do not
sufficiently cover the vast area of political problems and social needs, these political
frames need a strong emotional cover, which can be negative, i.e., based on fear and
hatred, or positive, usually guided by aspirations for a better future. In both cases,
the use of the media and social media is necessary to maintain and reinforce affilia-
tion to the new party; but in the case of populist parties, which rely on very limited
distinctive political identities, the resort to negative emotions often hides the lack of
purposeful political solutions.

The main characteristic of ideologies and ideological frames, however, is that
when individuals adopt them, they are guided by affirmative rather than critical cri-
teria. The most glaring difference between an ideology and a theory is that the for-
mer is not subject to scrutiny and refutation, nor is it required to be fully consistent.
Once individuals have embraced an ideology, they will tend to retain and entertain
only those experiences that are consistent with and confirm the ideology."®

Bacon clearly described the underlying mental mechanism, four centuries ago:

“The human understanding, when any preposition has been once laid down,
(either from general admission and belief, or from the pleasure it affords)
forces every thing else to add fresh support and confirmation; and although
more cogent and abundant instances may exist to the contrary, yet either does
not observe or despises them, or gets rid of and rejects them by some distinc-
tion, with violent and injurious prejudice, rather than sacrifice the authority of
its first conclusions.” (Francis Bacon, Novum Organum, 2001: 46). 20

Second, ideologies are anchors that attract voters’ attention, allow them to posi-
tion themselves in the landscape of possible political orientations, and give “mean-
ing” to their actions. This happens not only with classical ideologies, but also when
parties’ political positions are not based on a coherent ideology, but rather on frag-
mented political frames, be they characterized by negative emotions such as hate
and fear, or by social protest as carried out by social movements. These frames have
a less robust anchoring effect than classical ideologies and require a more pervasive
process of reinforcement and confirmation through political advertising.

5 Adverse selection of political representatives

In their electoral programs, parties place more emphasis on values and cultural iden-
tities than on strategies to be implemented in the future. There are two reasons for
this. One is that long-term policy strategies promise benefits, but their outcomes are
uncertain, while they typically involve sacrifices in the short term. Another is that

19 Confirmation bias has been extensively studied in the literature. See for example Gigerenzer and Hug
(1992).

20" According to Denzau and North (2000), this behavior is explained by the uncertain interpretation of
the political reality by the citizens: “the information feedback from their choices is not sufficient to lead
to convergence of competing interpretations of reality. In consequence, as Frank Hahn has pointed out,
“there is a continuum of theories that agents can hold and act on without ever encountering events which
lead them to change their theories” (Hahn 1987: 324).”
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values and—if exist—ideologies are stable and allow for persistent identification,
whereas most policy strategies imply a commitment to achieving their outcomes and
the possibility that they will not be achieved. This is also the case with ideological
frames: acritical adherence to an ideological frame polarizes citizens around stable
beliefs and values; therefore, we have—contrary to the past—polarization without
ideology.

I have already emphasized that polarization may allow for the emergence of an
adverse selection process in which politicians are renewed even if they have failed
to deliver on their promises: strong political identification or allegiance to a political
party weakens citizens’ willingness to withdraw their support from parties or leaders
even if they fail to deliver. !

Adverse selection of political representatives is not a new phenomenon. Even
when parties were clearly identified by classical ideologies, the ideological loyalty
of a political candidate was more important than the quality of his profile. However,
“lofty” ideologies also entailed a shared vision of long-term prospects. Thus, loyalty
to an ideology also induced the sharing of general principles, values, and perspec-
tives. As a result, the negative effects of adverse selection were partially mitigated.

With the decline of classical ideologies, voters’ identification with a particular
party weakens, and a pervasive system of political communication and persuasion
becomes essential to maintain voters’ allegiance, but whereas in the past polariza-
tion was generated by participation in a particular ideology, today party identity
does not coincide with a well-defined system of values and shared perspectives.??
Therefore, it becomes necessary to reinforce citizens’ identification with commu-
nicative and persuasive techniques typical of advertising. To some extent voters are
considered as consumers that must be retained to a brand.? Political campaigns are
largely based on advertising techniques, long-term perspective becomes scarcely rel-
evant, and political candidates are not required to possess the moral principles that
in the past found their raison d’étre in such long-term promises and perspectives.

Some features of this process have been suggested by Frisell (2004):

“In their pursuit of being re-elected, politicians might not choose high-quality
policies but just conform to popular wisdom. The larger are the office spoils,
and the more precise is an incumbent’s knowledge of voter opinion, the more
likely that she will resort to such populism. My main result is that the public’s
trust or distrust in politicians’ behavior may be self-fulfilling.”

2l See also Bonomi et al. (2021).

22 Baldassarri and Gelman (2008) define precisely polarization: “Political polarization constitutes a
threat to the extent that it induces alignment along multiple lines of potential conflict and organizes indi-
viduals and groups around exclusive identities, thus crystallizing interests into opposite factions. In this
perspective, opinion alignment, rather than opinion radicalization, is the aspect of polarization that is
more likely to have consequences on social integration and political stability. From a substantive view-
point, if people aligned along multiple, potentially divisive issues, even if they did not take extreme posi-
tions on each of them, the end result would be a polarized society. Analytically, it can be shown that peo-
ple’s ideological distance and, thus, polarization depend not only on the level of radicalization of their
opinions but also on the extent to which such opinions are correlated with each other [...].”

23 This point was strongly emphasized in CSD.
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6 Polarization without ideology and ideologies without scope

It is useful to clarify the reason why it is convenient for politicians to “conform to
popular wisdom”: keeping voters close to their political affiliation requires mas-
sive use of the media, and for emerging parties lacking strong identitarian values,
a short-term political offer becomes less risky than formulating long-term political
strategies. In fact, the decline of classical ideologies makes any political commit-
ment to long-term perspectives hardly credible to the electorate: most voters cannot
easily evaluate the effectiveness of long-term strategies, while they vividly feel the
discomfort of welfare loss. This leads to a second, more relevant process of adverse
selection in which short-term populist programs (and their demagogic leaders)
have a better chance of success than long-term policy programs (and their leading
strategists).

Then the ambiguity of leadership roles (Weber) between “leading strategist” and
“demagogue” does not guarantee rational and fair political competition. Populist
leaders simplify political problems and convey information, proposals, or slogans to
citizens in a way that disregards consistency but appears more credible and feasible
than any long-term proposal. They do not appeal to rationality, but rather use com-
municative and persuasive techniques typical of advertising, based on psychological
associations and related emotions. >*

In conditions of increasing dissatisfaction and emerging social protest, political
leaders who try to be carriers of social disaffection can be more successful by sim-
plifying the problems and by increasing the emotional aspect of their proposals at
the expense of rationality and consistency. They do convey a vision of the political
problems, albeit through very fragmented political frames, which lack the consist-
ency and often also the intellectual rigor of classical ideologies. However, the same
psychological phenomenon that motivates a voter to comply with an ideology char-
acterizes also the adhesion to the fragmented political frames. We thus observe the
emergence of political “echo chambers” 2 in which followers are locked in a frag-
mented political frame and are seen to comply to such a frame. In this case the reac-
tion of voters to the leaders’ inability to realize their programs is less sharp than we
should rationally expect. This again favors demagogues and makes it convenient for
the new emerging charismatic leaders to massively use political advertising. Parallel
to the backsliding of the role of ideologies, charismatic leaders also end up having
more modest profiles.

In a careful empirical study of the relation between charismatic leadership and
populism, Takis S. Pappas (2016) reminds us that Weber in his mature works

“conceives of charismatic leaders as creative agents endowed with extraor-
dinary personal attributes who appear during political crises and other emer-
gency situations to provide solutions. However, in his earlier (pre-1913) writ-
ings, Weber understood political charisma as the power of leaders (mostly

2 See also (CSD: 263).
25 Echo chambers: see Del Vicario et al. (2016) and Gil de Zuiiga et al. (2020).
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of religious movements) to defy prevailing worldviews, forging instead new

collective entities on the basis of discourses of justification against the estab-

lished order” and by providing a “radical founding of a novel structure of legit-
imacy”.”

In the social confrontations of the last two centuries, the birth or development of
new ideologies, such as Marxism, was a process that developed along with the emer-
gence of charismatic leaders, where charisma must be intentional in the full sense
of Max Weber, but one can have charisma without proposing a radical change in the
social order, and this seems to be the case with most populist leaders today.

In fact, in recent decades we have witnessed the birth and development of new
parties that, although often born out of conditions of social hardship, were not the
bearers of a universal ideology or a project of radical change in the social order. In
the absence of new ideologies and value systems, parties still have to anchor voters,
using all the techniques of persuasion and manipulation typical of advertising. The
result is a “non-ideological polarization” based on leaders with “limited” charisma,
who are often great salesmen without political values and visions.

The absence or weakness of ideologies forces leaders to propose perspectives
that promise short-term benefits. In this case, however, short-term promises must be
kept, and the problem of the accountability of parties and their leaders arises. One
possible consequence is that the newly emerging leadership, to the extent that it is
built primarily on citizens’ expectations, proves unstable and gives rise to a cyclical
process of the rise and fall of new, often populist, parties. 2°

But beyond the diffusion and growth of populism, that relies on polarization
without ideology an opposite phenomenon is evolving, i.e., the diffusion of ideolo-
gies without scope.

Politicians leading a new party born out of an emerging social movement may
pursue a strategy opposite to that of populist leaders. They may rely on a “new ideo-
logical” affiliation. Their fortunes will depend on the robustness and size of their
ideological framework and the success it will have with citizens, which requires
more time and effort than the populist approach.

This is particularly evident in the new parties that have emerged from social
movements, such as the climate change movement or the movements that have
emerged in defense of minorities; these movements do indeed defend principles,
values, and perspectives that still allow citizens to identify with them. However, the
scope of their distinctive themes is more limited than that of classical ideologies
such as liberalism or socialism. As a result, the new parties that emerge from these
principles retain the loyalty of voters, but they run the risk of remaining permanent
minorities. Therefore, to achieve a broad and growing consensus, also these parties
must make intensive use of political communication and persuasion.

26 Pappas (2016), on the basis of his rich survey on charismatic European leaders, emphasizes that
“charismatic leadership is not permanent, but can be either frustrated or exhausted under certain circum-
stances”.
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One consequence of the limited scope of fragmented ideologies is the progres-
sive polarization of movements into distinct political identities. In “Against Iden-
tity Politics,” Francis Fukuyama (2018) explains the radical change in the traditional
division of roles between left and right precisely by the emergence and growth of a
multiplicity of polarized movements.

In any case, while polarization reduces the space for mediation between parties,
it can lead to instability or discontinuity in the legislative process. A simple example
illustrates some elements of the process. Suppose that an important law L is pro-
posed to parliament by the ruling party and passed despite strong opposition from
the minority; suppose that in the next election period the majority is reversed, and
the new ruling party introduces a new law that goes in the opposite direction to L.
In this case, a mediation/negotiation process would be necessary. Since mediation/
negotiation on the features of L is not accepted, any future reversal of the elected
majority will correspond to a cyclical repeal and re-approval of the law. Of course,
this would cause citizens to lose faith in the parties. The more polarized the parties
are, the less likely it is that their negotiations will be successful, and that the ruling
party’s program will be implemented in a stable manner. Political action will there-
fore be unable to expand the common core by adding new common principles or
institutions in a stable way.

7 Can people be fooled all the time?

The pluralism connected with the different visions or ideologies is generally stable,
in the sense that preferences and expectations of citizens that do not converge to a
common view, but rather they remain diversified and shaped by political beliefs and
ideologies. A considerable number of citizens remain loyal to a party even when
their expectations about its program are not fulfilled. 2’ Then, political allegiance
reduces the degree of rationality with which individuals evaluate parties’ perfor-
mances or leads to behaviors that are not consistent with a rational assessment of the
situation.

This suggests that citizens’ decision-making should be characterized as bound-
edly rational and therefore that the formation of political expectations is likely to
be flawed. Two questions need to be considered: First, whether the systematic dif-
ferentiations of expectations and beliefs are likely to be clustered around competing
ideological positions, rather than converging to a common will. Second, whether the
influence of ideologies and political beliefs can induce systematic distortions in the
process of opinion building.

27 A recent study on American voting has revealed “Three subpopulations, each characterized by a
distinctive way of organizing its political beliefs, are identified: ideologues, whose political attitudes
strongly align with either liberal or conservative categories; alternatives, who are instead morally con-
servative but economically liberal, or vice versa; and agnostics, who exhibit weak associations between
political beliefs”. Baldassarri and Goldberg (2014).
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To address the former, I will consider a parallelism between Aumann’s criticism
of rational expectations in markets and Schumpeter’s criticism of Rousseau view of
“common will” in democracy. Briefly, should speculative traders in securities mar-
kets share a common vision of the markets, if their views continue to be common
knowledge, even after each trader has updated his priors with heterogenous infor-
mation, then their views would be equal, and therefore they would want to make
the same buying or selling decision, which would render speculative transactions
impossible. Therefore, to keep the markets working, traders’ expectations must
diverge systematically. 28

As it occurs for securities markets, which exist precisely because opinions, beliefs
and expectations of traders are systematically different, the differentiation of politi-
cal expectations and beliefs maintains the democratic institutions “open”. In the case
of markets, a strong convergence to a shared view would lead to their disappear-
ance. I argue that a similar property holds in the political arena when the conditions
for the working of democratic institutions are held. Should different citizens have
rational political expectations, on average their predictions would be correct, but this
can only happen under the hypothesis that all of them share the same principles and
goals, i.e., have a “universal common will”. Accordingly, the convergence of indi-
vidual opinions to a common will and the parallel convergence of expectations is
not likely to happen: a process of global convergence should be successful only if
a political Pareto equilibrium would be existing for the entire society. However, as
we have argued before, a political Pareto optimum does not exist: while in markets
exchanges are supposed to lead to Pareto improvements through negotiations, in the
world of politics negotiations do not exhaust the conflict of interests.>’

Exactly for this reason, the contrast of interests/goals can be solved only by inter-
mediate bodies, that is political parties. *° In this line of reasoning, Schumpeter’s
neat critique of the idea of the common will proves relevant to show that political
competition is essential to maintain pluralism and ensure a fair bargaining process
among parties.

Now consider the second effect of the assumption of bounded rationality. This
assumption contrasts with the idea that people have rational expectations, i.e., that

28 More precisely: in the “efficient market hypothesis” proposed by Fama, traders are fully informed
about all relevant data and perfectly rational. A relevant criticism, originally attributed to Aumann (1976)
and applied to the financial context by Milgrom and Stokey (1982) in the so-called “no-trade theorem”:
informally, if two traders share a common vision of the markets (including their rationality), then they
must have identical opinions on the prices of individual stock, including when the two traders have asym-
metric information on the stocks in question. The agents’ intentions to buy or sell these stocks thus reveal
their private information, rendering it officially public. Consequently, the decisions the two traders reach
must be the same, destroying purely speculative buying and selling: in fact, in any given instance, both
traders would want to buy (or sell). The securities exchanges would therefore have completely absent
trade volumes, i.e., the market disappears.

2 See also March and Olsen (1984).

30 Interestingly, Pope Benedict XVI : “The voice of reason is never so loud as the irrational cry. Political
morality consists in resisting the seduction of big words. Not the absence of any compromise, but com-
promise itself is the true moral of politics.”
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their expectations are, on average, fulfilled. The properties of rational expectations
are well exposed by Thomas Sargent (2002):

“The concept of rational expectations asserts that outcomes do not differ sys-
tematically (i.e., regularly or predictably) from what people expected them to
be. The concept is motivated by the same thinking that led Abraham Lincoln
to assert, “You can fool some of the people all of the time, and all of the people
some of the time, but you cannot fool all of the people all of the time.” From
the viewpoint of the doctrine of rational expectations, Lincoln’s statement gets
things right. It does not deny that people often make forecasting errors, but it
does suggest that errors will not persistently occur on one side or the other.”

Amazingly, 50 years earlier, Schumpeter had argued exactly the opposite:

“And there is truth in Jefferson’s dictum that in the end the people are wiser
than any single individual can be, or in Lincoln’s about the impossibility of
“fooling all the people all the time.” But both dicta stress the long-run aspect
in a highly significant way. It is no doubt possible to argue that given time
the collective psyche will evolve opinions that not infrequently strike us as
highly reasonable and even shrewd. History, however, consists of a succession
of short-run situations that may alter the course of events for good. If all the
people can in the short run be “fooled” step by step into something they do
not really want, and if this is not an exceptional case which we could afford to
neglect, then no amount of retrospective common sense will alter the fact that
in reality they neither raise nor decide issues but that the issues that shape their
fate are normally raised and decided for them. More than anyone else the lover
of democracy has every reason to accept this fact and to clear his creed from
the aspersion that it rests upon make-believe.”(CSD: 264, italics added).

As many scholars have noted, rising inequality can create social conditions in
which citizens’ opinions become more radical and polarized. ' Therefore, the task
of mediation may become more difficult, and the emergence of new leaders who
give a strong emotional and radical stamp to their messages becomes more likely.
Under these conditions, there is a real possibility that people will be deceived in
the short term and that the effects will be felt in the long term, given the consid-
erable time that usually passes between two political elections. Citizens who have
expressed their preferences and will on the basis of misleading, incomplete informa-
tion cannot correct the errors by quickly changing their decisions, thus creating the
opportunity for further manipulation.?? Being deceived in the short run may have
unavoidable consequences in the medium or long run, as a path-dependent sequence
of biased decisions emerges because people remain at least partially unaware of past
mistakes:

31 Baldassarri and Gelman (2008).

32 This is an essential feature of historical facts, characterized by irreversibility, asymmetry, and hyster-
esis: three relevant properties that cannot be captured simply by extending to the domain of politics the
standard models of market.

@ Springer



The internal fragility of representative democracy: was. .. 665

“There is much evidence that once people have formed an opinion, they cling
to it too tightly and for too long [...]. At least two effects appear to be at work.
First, people are reluctant to search for evidence that contradicts their beliefs.
Second, even if they find such evidence, they treat it with excessive skepti-
cism. Some studies have found an even stronger effect, known as confirmation
bias, whereby people misinterpret evidence that goes against their hypothesis
as actually being in their favor” (Barberis and Thaler 2003: 1068)

Moreover, when propaganda and political advertising prevail over rational
debate, the chances of manipulation and deception seriously increase, while con-
versely the chances that people will be able to change their minds and correct their
views decrease dramatically (Brexit docet). Therefore, confirmation bias keeps dif-
ferent groups of people in their ideological frames. Polarization is a result of this
phenomenon.

8 Disintermediation and risk of impoverishment of the public
officials’ competences

Another element that can cause citizens’ dissatisfaction with democracy is the
imperfect functioning of the bureaucratic apparatus, which is expected to imple-
ment the political strategy of the parties in power. In this area of state activity, too,
adverse selection may operate, if politicians prefer obedience and political affinity to
quality and competence.

The new political leaders may emerge on the wave of emotional/irrational ele-
ments, without the need for the mediation (and rationalization) offered by traditional
institutional intermediaries. This process is reinforced when the incumbent govern-
ment has failed to grasp the emerging problems and provide the answers that citi-
zens expect, causing citizens to lose faith in the intermediate institutions.

I have already noted that a defining characteristic of democracy is that it is an
institution that can function even when the level of awareness, competence, and ana-
lytical effort of citizens is low, provided that it is balanced by responsible behavior
on the part of its leaders and its internal institutions.

The balance, which can be reversed by the emergence of “groups with an ax to
grind,” is based on two stabilizing forces: competition and competence. By “com-
petence” I mean the essential quality that intermediate institutions (parliamentary
offices, civil servants, bureaucrats, columnists, etc.) must have in order to deal with
the complexity of public affairs. I argue that both stabilizing forces will be weakened
by the effects of digitalization. We have already discussed the condition under which
competition may fail in its stabilizing role. Now consider competence. The manage-
ment of public decisions in a modern state is a complex discipline that requires a
broad knowledge of public affairs and, beyond that, of the rules of law, as well as the
relevant problem-solving competence. Let me quote Schumpeter again.

“It is not enough that the bureaucracy should be efficient in current administra-
tion and competent to give advice. It must also be strong enough to guide and, if
need be, to instruct the politicians who head the ministries. In order to be able to do
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this it must be in a position to evolve principles of its own and sufficiently independ-
ent to assert them. It must be a power in its own right.” (CSD: 293) 3

This view sheds light on the complexity of running the machinery of a modern
state, which requires sophisticated skills that need to be constantly renewed; Going
beyond Max Weber, Schumpeter suggested that the task of modern mandarins is
highly complex and that the expansion of the functions of the modern state requires
more and more expertise to manage public affairs. Yet a widespread popular narra-
tive goes in exactly the opposite direction, blaming the bureaucratic apparatus for all
the inefficiencies of public power. Moreover, the impact of digitalization has spread
the myth that all bureaucratic activities, insofar as they are supposed to be essentially
routine, can be easily replaced by automatic procedures guided by algorithms. This
issue deserves more attention than we can afford here, but the crux of the matter is
that the management of public affairs cannot be fully routinized. There are two rea-
sons for this argument: First, public affairs management cannot be routinized because
it is based on a knowledge of the political system that allows one to respond to every-
day political problems that present themselves with novel features and characteristics
and, as such, rarely (if ever) fit into routinized behavior. Second, because such knowl-
edge, if separated from its traditional bearers, cannot be fully attributed to citizens,
who by definition cannot directly and personally govern the political system. >*

Disintermediation is then a misleading goal. To consider the intermediate appara-
tus of the state as useless and out-of-date is a harmful narrative on which a charismatic
leader may gain advantage. By aligning his messages to the fable of the inefficiencies of
the mandarins he would implicitly suggest reducing their independence and therefore the
continuity of the rules of public management and the pluralism of the system.

33 The importance attributed by Schumpeter to the political intermediate bodies seem to me make irrel-
evant the accusation of having provided an “Elitist” theory of democracy (see for example Walker 1966:
A Critique of the Elitist Theory of Democracy). According to Richard Langlois “Schumpeter was of
course influenced by Weber, whom he interprets in an information-processing way: charismatic author-
ity, for example, is a method of economizing on information; bureaucracy, he thinks — partly wrongly,
I have argued — is also a way of dealing with complex information. Since voters cannot possibly have
enough information-processing ability to make decisions, they must rely on these economizing methods.
So democracy (that is, populist democracy, understood as voting) can never work for information-pro-
cessing reasons, and trying to make decisions using populist voting inevitably leads to decisions actually
being made by other methods like charismatic authority (Donald Trump) or elitist bureaucracy (Hillary
Clinton). [.....]. He believed that the right way to think about democracy is in terms of a competition
among potential rulers. The best we can do is make sure that the competition is lively. To make the
system work better is a matter of solving information-processing problems. Like the American Found-
ers, Schumpeter was (secretly in his case) a liberal democrat not a populist democrat. That means that
he believed in constitutionally removing decisions as much as possible from the political sphere, with
its terrible information-processing characteristics, and keeping them in the private sphere by creating
institutions independent of political choice. It also means delegating decisions to bureaucracies, though I
have argued that he overestimates the abilities of bureaucracies. (R. Langlois, personal communication).

3% Of course, this does not prevent to search for more efficient procedures in the public system!
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9 Few concluding remarks

In our search for an explanation of the failures of the process that governs politi-
cal competition, we have rediscovered the main features of Schumpeter’s theory
of democracy and identified the properties of human behavior that are consistent
with his approach. To fully understand his theory, we must start from the assump-
tion that bounded rationality is the cornerstone of citizens’ behavior in politics. The
idea that all citizens independently and consciously form their opinions on politics
and build their preferences on candidates with rational calculation turns out to be
utopian. Forming a clear and not superficial political opinion is a very complex
task. In general, citizens do not have the time, the opportunity, or sometimes even
the will to make a fully rational political calculation. There are two reasons for
this: First, because autonomous construction would require a very high and exten-
sive level of expertise, along with free access to all relevant information, all in an
extremely complex world such as that of politics. This was clear to Schumpeter:

13

. our chief troubles about the classical theory centered in the proposition
that “the people” hold a definite and rational opinion about every individual
question and that they give effect to this opinion—in a democracy—by choos-
ing “representatives” who will see to it that opinion is carried out. “(CSD: 269)

And second, because the interest of political parties is to influence the construc-
tion of political opinions of citizens and to attract their votes and, if possible, their
affiliation. This is done through political advertising and a sophisticated use of the
media. As a result, citizens are constantly exposed to the threat of biased informa-
tion and sometimes even manipulation. This crucial element was also absolutely
clear to Schumpeter. *°

Thus, the rapid emergence of new populist political leaders in recent decades can
be interpreted in the light of Schumpeter’s picture. Compared to the historical period
to which Schumpeter was referring, the conditions under which citizens make politi-
cal decisions have changed in some relevant areas. To name a few, there has been
an impressive evolution of the media system and, more recently, the emergence of
social media. In addition, many socio-political conditions, such as the role of ideolo-
gies, have changed. Nevertheless, the structural features of the economic and politi-
cal landscape have remained the same or very similar. The processes we have con-
sidered in the previous sections, which I will briefly summarize, take into account
the changes in the landscape. *°

35 “The ways in which issues and the popular will on any issue are being manufactured is exactly analo-
gous to the ways of commercial advertising. We find the same attempts to contact the subconscious. We
find the same technique of creating favorable and unfavorable associations which are the more effective
the less rational they are. We find the same evasions and reticences and the same trick of producing opin-
ion by reiterated assertion that is successful precisely to the extent to which it avoids rational argument
and the danger of awakening the critical faculties of the people.” (CSD: 263).

3 In the sense of Popper’s definition (Popper 1962).
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First of all, the impact of social media:

”The diffusion of social media caused a shift of paradigm in the creation and
consumption of information. We passed from a mediated (e.g., by journalists)
to a more disintermediated selection process. Such a disintermediation elicits
the tendencies of the users to a) select information adhering to their system of
beliefs—i.e., confirmation bias—and b) to form groups of like-minded people

where they polarize their opinion”. ¥’

This implies the polarization of citizens around belief systems (political frames)
that, while fragmented and sometimes inconsistent, still serve as anchors to define
political identities. Polarized voters are reluctant to switch parties when their lead-
ers fail to deliver on their promises. This condition paves the way for a process
of adverse selection of political representatives, making a political offer based on
short-term populist slogans more convenient than verifiable political strategies. The
competition for votes becomes unfair since it is not based on the quality or plausibil-
ity of political results, while at the same time the process of polarization disrupts the
elements of mediation. This, in turn, reduces the common core of shared principles
and conventions among the competing parties and limits the space for mediation
between them.

A landscape that is strikingly similar to the one vividly described by Schumpeter
more than 70 years ago in “Capitalism, Socialism, and Democracy” and that is now
re-emerging with disturbing vigor.
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