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This book argues that representative democracies can be understood
as chains of delegation and accountability between citizens and
politicians. Under parliamentary democracy, this chain of delegation is
simple but also long and indirect. Principal-agent theory helps us to
understand the perils of democratic delegation, which include the
problems of adverse selection and moral hazard. Citizens in democratic
states, therefore, need institutional mechanisms by which they can
control theirrepresentatives. The most important such control
mechanisms are on the one hand political parties and on the other
external constraints such as courts, central banks, referendums, and
supranational institutions such as those of the European Union.
Traditionally, parliamentary democracies have relied heavily on political
parties and presidential systems more on external constraints.
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