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Abstract

The article aims at surveying the economic literattelated to collective
decision making. In order to do so it proposes herent framework allowing
for a structured analysis of the factors influergcithe works of a committee.
These factors are divided into external ( shapetdida of the committee e.g. by
law) and internal ones (related to the compositioh the committee and
interactions between its members). The survey ef dgeneral economic
literature related to collective decision makingepented within the proposed
framework yields interesting suggestions for furthesearch, including the
consequences for the shape of monetary policy ciees

1. Introduction

Since the decline of autocratic monarchies, mogoitant state decisions
are less often entrusted to individuals. This dgwelent is in line with the
common knowledge that two heads are better than, aovi@ch was
mathematically proven by Condorcet (1785) on theugds of the then-
emerging probability theory. Even if his analysancerned juridical decision-
making, one may assume that any important dilenmfrauiman society could be
delegated to aommittee
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Indeed, it is frequently remarked on that laws aseally (at least in
peacetime) made by parliaments, juridical casessetded by courts, and
authorities on virtually all governance levels amlective bodies. Even sport
competitions are usually evaluated by several eefer More economic
examples include supervisory boards of enterpriseads of directors, editorial
boards of scientific journals, as well as diverssn®mic councils or ‘think
tanks’, which may play a significant role evenhéy are only of a consultative
character.

The following section introduces a conceptual frenmk, allowing for an
analysis of collective decision-making. It will b®cused on the factors
influencing the process and the efficiency of decismaking, by dividing the
factors into external and internal ones. Thesereateand internal factors, in
turn, will be covered in detail in sections 3 andvibst of the proposed factors
are general enough to be investigated within a draokecision-making
framework; others are specific to (or have beerlyzed in depth with respect
to) monetary policy making, and will be omittede@seeding the scope of the
present article. Further research steps, togetlitr aoncluding remarks, are
included in the final section.

2. Conceptual framework

In order to conceptualise the analysis of decisi@king in a committee
and its determinants, a simple scheme is propasedmmittee obtains some
informatiorf (possibly divergent or differently interpreted diifferent members)
and reaches a decision through a collective dexisiaking process. However,
two groups of factors may influence its work andcomes.

First, external determinants influence the committad the process of
reaching the decision. They represent structurdliastitutional characteristics
shaped by laws regulating the framework of monetaolicy making and
include such elements as the organisational setwmlifer of committee
members, decision-making rules, etc.), appointnpeatess, and also possibly
encompass external pressure (political pressuteentral bank bashing’being
the most common examples). Second, internal featimeluding preferences of
the committee members and diverse interactions gmwmbers, clearly exert
an effect on the quality and character of the dagimaking activity. It seems

! This particularly concerns qualitative judgments.
2 Information may be considered as an input to #msibn-making process.
3 See e.g. Maier and Bezoen, 2004.
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logical that the preferences of committee membersshaped by their personal
experience and thus can be approximated by thewodephic and social
characteristics. At the same time, members' feat{ig@mehow aggregated) may
be used to describe the committees themselves.bfbél idea is visualised by
Figure 1 below.

The simplicity and clarity of the illustration reges an omission of some
interactions among internal and external factorsr kstance, personal
characteristics of (potential) committee memberwvialsly influence their
eligibility and, theoretically, the optimal numbef members is related to the
voting rule (more on this below).

Figure 1. Decision-making by a committee
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Before turning to a deeper analysis of committeegeneral rationale for
group rather than individual decision-making wi# pbresented and examined.
Simple and intuitive reasons for leaving some irtgoardecisions to committees
are that collegial decision-making allows for shgrexperience, knowledge, as
well as responsibility. Over two hundred years @godorcet (1785) argued that
adding members to a jury increases the probaliiigy the decision taken will
be appropriate and that this probability tends te @s the number of jury
members tends to infinity. This scope of resear@$ ¢ontinued, revealing that
these findings are valid only upon fulfilment afnfdamental premises, such as
null cost of members' participation and informati@equisition, sharing
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a common objective, sincere and non-strategic gptamd no communication
between committee membérs

There are no general studies providing argumentghi® superiority of
collective decision-making in all contexts. In fagithin some domains (private
spending being probably the most obvious examjejyidual decisions will
be surely more efficient. However, as proved by M&2006), the decision
making by committee (deciding by simple majorityalslizes the potentially
volatile preferences of its members.

Nevertheless, where some important stakes ememjerawhen a high
degree of uncertainty exists, mankind tends (agiovad in the introduction) to
rely on collective decision-making. Some more @ecarguments, within the
specific context of monetary policy, will be giveelow in section 2. For now,
let us assume that Condorcet's theorem works fal ®mmmittees in a majority
of decision-making fields (two heads are always$dvehan one).

3. External factors

Following the scheme visualized in Figure 1, thetdes influencing
collective decision-making and external to the cottea itself will be
presented. These aspects might be shaped by théatawsually concerns the
number of members, committee structure, and orsitgttaking rules) or might
involve some other forms of external pressure, twisc however, usually proper
for some specific kinds of committees. Accordingtihe general approach to
collective decision-making followed in this sectidhe focus will be on the two
probably most important external features of thenmittee's functioning:
number of members and decision-taking rules (hafl@nsometimes referred to
as ‘the decision rule’).

Number of members

The first question to be raised after admitting tbeperiority of
committees over individuals in decision-making e toptimal size of the
committee. Condorcet's jury theorem suggestingnitefly inflating the
committees as a way of assuring efficient decisi@king seems both idealistic
and unrealistic. Referenda, which might be thowgfhds its direct application,

4 An interesting and pedagogical explanation of Cocelts ideas as well as the alternative
voting schemes are presented in Moulin (1988, ena@-11) while some more in-depth insights
are provided e.g. by Austen-Smith and Banks (1986yertheless, as will become clear below,
this stream of literature lies only at the mardith@ subject tackled in this article.
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are not very commonly used (except, perhaps, intzévand). The reason is
relatively simple — in reality the costs relatedrtoreasing the number of voters
are non-null, and the marginal (decisional) retdumderstood as the increase in
the probability of taking the right decision imgliby adding a decision-maker —
is usually decreasing. This is especially the casgecially when decisional
skills are equally distributed among members. Thogoducing a positive
marginal cost of adding a member to the commiitagd the optimal number of
its members. This intuitive result has been dematesi e.g. by Berk and Bierut
(2003).

Koriyama and Szentes (2009) confirmed that prenmsgker a (reasonable)
assumption of rapidly decreasing marginal valuaroindividual signal and an
endogenous information acquisition. They show, hame that the losses
generated by a committee which is too big are sn#tlan that of a committee
which falls short of two members (as compared &dptimal size). This means
that in the event of uncertainty about the optighesign of a committee, it is
better (safer) to have too large a number of mesthean a too small a number
of members.

Another mechanism potentially influencing the bebawf committee
members relies on career concerns and reputatidgisigy where experts must
compete for an opportunity to speak (Hahn 2012)dddnsuch a setup, in
a committee which is too large members may be tahicto reveal their
information. This, in turn, strongly limits the apial size of the committee.

In reality, the above-mentioned costs of a bigganmittee may take on
a monetary form (e.g. salaries of the members arirddtration costs of their
bureaus) or may be of a non-pecuniary nature. B€2#2) has qualified the
latter as "decision making costs" which might belenstood as the time needed
to improve the average accuracy of decisions.

Restraining the number of voters (and time of dis@n), while limiting
the informational losses caused by lowering the memof members is possible
through diverse decision-making schemes, suchtagao or grouping members
in constituencie’s Bosmaret al (2005) led an interesting laboratory experiment
investigating how rotation schemes influence outanThis research was (as
the authors admit) influenced by the rotationaltesys at the Federal Open
Market Committee (FOMC), but it seems that the aeldpeform of the ECB
(with its unequal rotation scheme) was an additionativation. The authors

® For a deeper analysis of recent Swiss experieseeKirchgéassner (2007).

5 A description of the main decision-making schenaplicable to central banking
is presented in Stanek (2004) while discussingrdev@ropositions for preparing decision making
of the ECB for the enlargement of the euro area.



108 Piotr Stanek

compared behavior and outcome of a five-person dteen whose members
care about their individual pay-offs but also tlmmenon goal (which is itself

a weighted average of personal rewards), undee ttheeision-making schemes.
In the first one all members are allowed to pgrtité, the second is an "equal”
rotation scheme, where only three members are atlaw vote and rotate with

equal frequencies, and under the third scheme omember was granted

a permanent seat and other four members rotateld avitonstant (50%)

frequency.

The main findings include the superiority of rotgti(and thus smaller)
committees in terms of speed of decision-makingl (@mber of vetoes), at the
cost of somewhat more frequent strategic votingabieln. The rotation scheme
marginally improved mean overall pay-off, however the same time
redistribution effects emerged (members earned fimoreunds when they had
voting rights). Thus, the pay-off variance alsor@gased when the rotation
scheme was applied. Interestingly, even if the iadpldecision rule was
unanimity, the preferred outcome of the median wvetas the result in about
60% of decisions.

Decision rule

If larger committees are believed to spend an éalbpetong time to agree
on a decision, this can even be aggravated when réech it by consensus
rather than by simple majority voting. This indesitthat the optimal size and
decision-taking rule for a committee might be lidke

These two imminent characteristics of the commitiee modeled by
Persico (2004), although the main focus is on theisibn rule. He defines it
(analogically to other related works) as the mimmoumber of votes required
to validly adopt a decision. The designer, sim@tarsly with the decision rule,
chooses the size of the committee. The optimal isizdways bounded as the
system designer, incurring a small cost (relativielythe social gain from
a correct verdict) of adding a juror, always chcsosige smallest committee
leading to the optimal outcome (highest probabdityaking a good decision).

In his dual (convict-acquit) model Persico findattthe optimal decision
rule, yielding the highest probability of takinggaod decision while providing
incentives for all members to acquire informati@md to vote informatively)
depends on the quality of information. More pregisthe fraction of members

" Strategic - in contrast to sincere or naive -ngtiefers to the situation when a voter supports
a different option that he or she would choose @ldrhe reasons for such a situation may be
diverse, e.g. expectations of other members' behavithe signals they revealed. Gerlietgal
(2005), following Austen-Smith and Banks (1996) atistinguishes between naive voting and
informative voting, when the committee member vatesording the information she has.
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required to convict the defendant is close to ttabability, when a juror obtains

a correct signdl Thus, the unanimity rule is efficient only if arnation is
nearly perfect. Moreover the author proves thas ialways better to enlarge

a committee of sizen deciding by unanimity by two members (the new
committee count®m + 2 members) and change the decision rule allowing one
member to dissenh{* 1votes are required to convict).

One should note, however, that Persico's model doesllow for the
exchange of information (or other form of interaati learning etc.) between
committee members. However, anecdotal evidencemutes (where available)
from prominent monetary policy committees (FOMC,BEGoverning Council,
British Monetary Policy Committee, or Bank of Canad see Macklem 2002)
corroborate that meetings start usually with taut d' horizori where all
members present their views about the current enansituation. Nevertheless,
these mechanisms are internal factors of decisiaking and thus will be
analysed more deeply in the following section.

However, one of Persico's (2004) most importandifigs, reflected in
reality, is that the decision rule applied mayicaitly influence the decisions of
a committee. The most commonly analysed decisi®esrare simple majority
and unanimity, even if (and because) they repregentwo extremésof the
entire spectrum of qualified majorities (often ugeémportant decisions such as
constitutional amendments etc.). However, thesedgaision rules are the most
interesting from the theoretical point of view pssty because they are both
relatively simple to model and represent borderesas any other plurality
voting rule is by definition located between thehhe practical importance of
these rules is implied by their frequent applicaiio the setup of MPCsle jure
supremacy of a simple majority rule, and possd#efactouse of unanimity in
the ECBE®.

8 These probabilities are supposedly equal for aibrs. Later, the author introduces
heterogeneity into the committee, but it concermesnivers' disutilities of two types of errors and
the cost of information acquisition. Persico (20@4)s that restricting to one type of juror can
only improve the outcome.

° It has to be mentioned that the possibility of gt (less important) decisions even without
the consent of any kind of majority has also begalyaed. See Erlenmeter and Gersbach (2001).
It seems, however, that in monetary policy suckilfle majority rules, possibly allowing for
minor interest rate changes with support from ocalyninority of voters, are not feasible in
practice. To realize the possible negative conserpse consider a case where there are two
minorities who want a minor change, but in opposlteections. Moreover, such minorities
desiring opposite changes, which would probablycebaach other out during one meeting, might
emerge in two consecutive meetings, which would teaan undesirable interest rate volatility.

10 wim Duisenberg and Jean-Claude Trichet in theisprnferences always claim that the
decision taken by the Governing Council was consansu
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Gerling et al. (2005), in their game theoretic survey, allevidke
(unrealistic) Condorcet's hypothesis and analyzeangsittee decision making
from the perspective of information acquisition.eytshow that unanimity is an
optimal decision rule only if some important reguients are met, i.e. if the
committee has perfect information at its disposatl eshares a common
objective. In fact, these two condition make thaatxdecision rule unimportant.
However, when these premises are not fulfilled, dhanimity rule has some
undesired features. In general, when strategicgat a plausible possibility,
the unanimity rule, which gives a veto power torgueter, may lead to biased
committee decisions even if the number of its memlbends to infinity. This
socially suboptimal outcome results from the fdetttevery member’s vote is
pivotal, which involves some kind of herding belmaviif all jury members
convict — the last one will convict also, even drlown signal suggests the
contrary™,

In spite of this argument, unanimous (or consensdakisions are
believed to work in environments where the firspetyerror is costly (e.qg.
convicting an innocent person). Thus, the unanimitie is applied to some
important decisions, especially in the internatiot@ntext — it applies within
some multilateral negotiations such as WTO and sionp®rtant issues within
the European Union, but also in American penaepfri

Situated at the other end of the majorities regutae adopt decisions is
the simple majority rule. Though having been agmptie public decisions since
at least Athenian democracy and subjected to siieeahalysis since at least
Condorcet (1785), its simplicity was re-interpretederms of the median voter
theorem only in the mid Z0century by Black (1948). Its weak form states that
the alternative which wins in elections guided bwjonity rule is always
supported by the median voter, while its strongnfeiays that the median voter
always obtains his or her most preferred policyisTheans that any committee
decision taken by simple majority can be (accuyaf@oxied by the preferences
of the median voter, which are usually easier taiob

The applicability of the median voter theorem, heere crucially depends
on the existence of the median voter, which igum, is contingent on the type
of individual preferences. Some problems arise wdnailable options are not
guantifiable. A simple example is often given withiee voters (A, B, C) and
three alternatives (x, vy, z): If A prefers x tooyz, B prefersytoztoxand C -z

11 See e.g. Feddersen and Pesendorfer (1999).

12 Feddersen's and Pesendorfer's (1999) results beere contested, at least with respect to
juries, by Coughlan (2000).
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to x to y, there is no median voter nor optimahli$) outcom€. However, if
voter preferences are single peaked (in the casmextlimensional spaces) the
median voter exist§ This is arguably the case in monetary policy, rehie
policy maker probably has his or her preferred rége rate and is more
displeased the more the rate set deviates fronotitimal value. In the case of
two dimensions, the existence of the median vaquires strongly symmetrical
preferences. Nevertheless, it has been shown tdatranant part of political
guestions can be transposed to one-dimensionaksp@oole and Daniels,
1985). Moreover, the median voter theorem has la¢gsngeneralised to multi-
dimensional spac&s

To overcome the problems linked to unanimous votihde still assuring
a greater probability of correct decisions tharase of simple majority (or, in
more political terms, to obtain a higher degretegitimacy) qualified majorities
are required for some decision making bodies tgagarticular acts. Examples
may go from constitutional amendments in virtuadljy countries® to the
majority of competencies of the Council (of Miniseof the European Union.
The latter example turns our attention to the fiatt the applicability of
a qualified majority is sometimes accompanied leydhsting of weighted votes.

In the case of weighted voting, several measuresffettive power are
applicable. The first and simplest possibility ssassing a voter's influence is
the elementary share of her vote (number of cassveelative to the overall
number of votes) compared to the shares of othiersioHowever, this measure
does not allow for an objective appraisal of powaring votes, when some
coalitions may be formed.

To overcome this flaw, power indices have been ldgeet’. The basic
idea underlying these indices is that the realngpipower is implied by the
possibility of being pivotal i.e. the situation whe voter's membership in
a coalition determines the result of voting (Barizli®65). Another way of
assessing this impact is by measuring the margialition pay off implied by
the last voter entry into the coalition. These dbations are summed up for
each player and result in the Shapley-Shubik pomgex. This index measures

13 This is known as Condorcet's voting paradox, amslalso presented in his 1785 seminal work.
14 This was shown originally by Black (1948).
15 See Barberat al. (1993).

18 The author is not aware of any democratic statergvzonstitutional amendments would
require only a simple majority of votes.

17 For a more precise appraisal of the two most mopuieasures (viz. Banzhaf index and
Shapley-Shubik index) see Banzhaf (1965) and Shaflleé97). For a recent comprehensive
scrutiny of the subject, see Felsenthal and Maah@898) or Holler and Owen (2001).



112 Piotr Stanek

the real voting power more precisely when coalgi@me formed consciously,
with communication among memb#ts

The optimal weights ascribed to decision-makereddmn their abilities,
as shown by Ben-Yashar and Nitzan (1997). Moreotley show that the
optimal decision rule also depends on these skiisyell as on prior factors
with respect to the state of the world. These mmedui theoretical advances
seem, however, of limited relevance to real-lifecisien making, as, firstly,
objective assessment of decision-making skills icdlt, and secondly,
weighing votes according to such a measure appéginty politically incorrect
in the public domain.

A decision rule which possibly has much more pcattapplications was
proposed by Caplin and Nalebuff (1988). They shioat inder some plausible
assumptions a qualified majority (supermajorityquieing 64% of votes leads to
stable outcomes even in multi-dimensional decisions

Experimental studies and the role of psychology

A remarkable research program - aimed at (indireebification of
Condorcet's theorem and creating important liaidogtsveen decision-making
and psychology - is emerging and takes the formexgserimental studies.
Questions like how groups make policy-type decisioompared to individuals,
or which kind of motivations may induced by diffetesoting rules, are being
raised and tested. An example of this type of metein the field has been
presented by Marchese and Montefiori (2011).

These authors compare how small committees deél public choice
problems (provision of a public good) under the mead the medidh rule.
Moreover, they try to distinguish between sincend atrategic behavior with
and without information about other members' peaiee&’. The results of the
experiment support the relative advantage of thammaver median rule (in
terms of social welfare losses).

Nevertheless, the setup of this experiment givesxpbicit ex antesocial
optimum, and even if the players can infer itgisupposed to be a simple mean
of the three players), it has no weight assignedhieir personal welfare
functions. Moreover, there is no communication agheaters. Thus the whole
experiment incites to strategic and selfish behavam the part of participants
(even if, probably due to some difficulties in fing the optimal strategy, some
players chose to reveal their true preferences).

18 See e.g. Widgrén (1994).
19 This obviously stylizes simple majority voting.eSthe remarks above on the median voter
theorem.

20 \Welfare functions are quadratic and thus one dieeral and single peaked.
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The problem of the decision rule often emergesién(general) context of
international organizations. Maggi and Morelli (B)Ofocus on theoretical
aspects of governance in such an environment, amd specifically concentrate
on the implications of the lack of an external eoéability mechanism. This
means that even after the collective adoptiona@dasion, it remains a country's
sovereign decision whether to execute it or not.

The authors analyze collective actions, which aneletaken by an
international organization if a majority of its meers (or all of them) agree.
The decision rule is chos&x ante under the "veil of ignorance" on the future
costs of actions (benefits are normalized to 1)eskhcosts can be lower or
higher (i.e. exceeding benefits) with a fixed armammonly knownex ante
symmetric probability distribution. The authorscakdlow for the correlation of
cost probabilities among countries. After observitigeir respective cost
realizations (which are private information) couggrsimultaneously signal if
they wish to participate in the common action (pposition to thestatus qu
Then countries simultaneously choose their actitfigre” common actions are
taken if all members participate

The game is repeated once and decisions are taketheo basis of
common expected utility. Thus some member couninag vote for a common
actionex ante(and apply it) even if it may wind up not being béaial for them
ex post In such a case the country must have incentivesomply with the
previously taken decision. Such motivation is asgdupy the expected utility
from future decisions.

The two considered decision rules are unanimity and "efficient”
(qualified) majority, which is the optimal rule fax "one shot game" with
enforcement (lowest majority assuring positive camnex ante utility)*2
Depending on the discount factor (common to allegoments), the optimal
self-enforcing decision rule may be only one ofsthéwo. Thus, a majority is
more probable in organizations taking frequent slens (or with more stable
governments), where the discount factor is higher.

Some other important findings of Maggi and MorélD06) include the
finding that a higher correlation among membersefgrences (higher
organization's homogeneity) implies that a majonigther than unanimity

2l The authors analyze also "impure" common actiamsich are implemented only by
a subset of countries. Nevertheless, for the perpafsthe present dissertation, only "pure"
common actions are taken into account, since theetaoy decisions of the ECB always concern
all countries participating in the euro area.

22 This "first best majority rule" depends on codisnefits, and number of members. This
makes the analysis especially interesting, bechusiger parameters (discount factor, correlation
etc.) do not influence it.
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decision rule can improve welfare. This mechanisrbased on the fact that in
more homogeneous organizations future common actioe more probable and
thus the expected value from cooperation is highensequently, countries are
more prone to accept instantaneous losses thanorelyield from future
activities. This conforms to the real world obséiom an example being the
European Union, a relatively homogeneous orgamizatvhere more and more
decisions are taken by majority rather than unagimi

Voting procedures, especially within internationagjanizations, has also
been considered in some less conventional waysseTladternative decision
making scenarios include, for example, market meishas (Casella 2001) or
possibilities of inter-temporal transmission ofe®{Casella 2005). Although the
first possibility was initially thought of as a nkat tool for such "goods" as
budgetary deficit limits (such as the 3 percentshold allowed by the Stability
and Growth Pact) and based on American experiehpelution permits, the
possibility of votes being traded might also be stdered, and such an
alternative is mentioned by the author, but rathera possible by-product of
storable votes.

However, this setup relies on the somewhat contsisleassumption that
the public authorities are profit-maximizing. Anethoption is to allow for
saving unused votes (when a decision-maker isivelatindifferent about the
two alternatives being voted) and take advantagehei in an opportune
moment (when a voter has a clear preference betthegnossible choices). The
proposition of storable votes seem to be politicaticeptabl€ and, under some
rather plausible assumptions such a solution matebtheex antewelfaré®,
This hypothesis has been successfully tested imxgeriment presented in
a companion paper by Casediaal. (2006).

International organizations’ voting schemes, withoenforcing
mechanisms, may be completed by Widgrén's (1998)orvi of flexible
integration being the equivalent of a decision .rute analyses European
Treaties as an incomplete contract, which sets ridiebargaining between two
levels of governments — supranational and natiomals. Moreover, national
governments signing the treaty may differ from thasich later take decisions
under the treaty provisions. The author defirs ante efficiency as the
expectation to attain the preferred point of atidlogovernments, andex post
efficiency as an outcome which is Pareto-efficig@ther crucial definitions

2 Although the author's plan to apply it to the ECB/&aing Council might be difficult due
to the status quo prevailing in its decisions ab aga tendency to consensus.

24 However, the author admits that some counterexasnphy be found.
% These are supposedly identical.
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include common policy, which is the outcome adogigdll governments, and
a flexible integration treaty, which requires a-gedined majority to adopt
a policy, but gives a possibility to minority membdo apply an alternative
outcome. In his analysis, Widgrén finds that thiera trade-off betweeex ante

andex postefficiency if a common policy is to be appliedah states, and only
flexible integration proves to be an adequate dmtitool for overcoming this
difficulty ?°.

4. Internal features

Modeling the internal characteristics of committéesgeneral, without
any information about their purposes, external &awork, the information they
process etc., seems difficult and even futile fimyme points of view. Thus, as
mentioned in the previous section, some internaraitteristics of committees
are assumed, without being explicitly modeled (ikishe case of a common
objective or heterogeneity of decision-making skill Nevertheless, some
remarkable efforts in analyzing internal featuresch as communication or
seniority (order of speech) within a committee hdween made and are
presented below.

Communication

The possibility of communication and exchange efns is precisely one
of the comparative advantages of the committegpseter individual decision
making. The resulting information pool is believed reduce incentives for
strategic voting. Gerlinget al. (2005) presents some important theoretical
implications of the revelation of private informati by committee members
prior to voting. First, exchange of information b choosing alternatives may
help attenuate the adverse effects of conflictingrest. Second, also in
a setup with communication, the optimal size of chenmittee is smaller when
information becomes costly, which confirms the hsswabove. Finally, by
eliminating strategic behavior and sharing all klde information,
communication allows for the optimal decision totaken by all the members
and, thus, makes the decision rule irrelevant. aiitbors remark, however, that
such a vision is probably exceedingly optimistijtaalso requires that decision-
makers share common objectives. Schulte (2010) edespthis argument and

% This finding seems to offer a theoretical undemig for a "multispeed Europe”, which is,
in fact, politically controversial, at least in sefBU member states.

27 An in-depth analysis of conflicting and commoreirsts in committees can be also found in
Li et al. (2001).
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proves that if the dissimilar preferences of cortesitmembers are known, the
pre-voting communication allows for a perfect imf@tion aggregation and thus
leads to more informed (and better) decisions.

Another argument is given by Berk and Bierut (20@9}hat, even if
communication does provide an alternative to exjpgndhe number of
members of a monetary policy committee, it is tresnefficient if the skills of
the members (the probability that their individdaktision would be correct) are
relatively lower.

Order of speech

Important in-committee factors include the ordespéech, which can be
also connected to the role of agenda s&ttand which is not neutral with
regards to the real (in contrast to nominal) poefea vote. In many committees
the chairperson, besides having a tie-breaking poiwealso the first to speak.
This advantage of beingrimus inter paresmay have some important
implications, which have been modeled e.g. by @atavand Sorensen (2001).
In their model, votes (or private information releg) are driven by reputation
concerns. Thus less informed decision makers, aakipg after members who
are believed to be better informed, tend to adbetheir opinion (i.e. vote for
the same option), while ignoring their own signal.

This setup, while suggesting the possibility ofdieg behavior, allows
for some important insights. First, the authorsvslibat an anti-seniority rule
(less informed members speaking before those erdlavith supposedly more
exact information), which in principle eliminatesrting, is not always optimal.
This is true when a number of junior experts agudd an action, and when
more expert ones do not dare reveal their trueasi§they have doubts as to its
accuracy. Second, when faced with a significant memof equally skilled
members, the design of an optimal order of speab@mwpmes impossible. These
two remarks suggest that, in a restrained and dggeeous committee, devising
the optimal voting (and communication) order mayehbsier, thus allowing for
better aggregation of information.

5. Conclusions

This article presented a general view on the datisiaking literature.
Interestingly, an overwhelming majority of the iesudiscussed can be easily

2 See e.g. Primo (2002) for a discussion of sucbveepimplied by the possibility of offering
the first proposal
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and directly translated into our external-interfaadtors analysis. Moreover, this

literature provides some insights on importantreddons among these issues,
such as the relationship between committee sizatendptimal decision rule, or

the implications of communication and preferenaeshe decision rule.

These general remarks are summarized in Table dwbdt should be
emphasized that they may be applied, and the sobpke analysis can be
extended, to more specific aspects of committeésides. Unsurprisingly, the
problems presented will find their counterpartsthe framework of monetary
policy made by a committee, where much more arslyan be presented with
respect to internal factors.

Table 1. Main issues raised by the literature on cldctive decision making

Question References Findings

Committee, because the probability of a correct
Condorcet (1785) decision is higher P y
Committee, because the volatility of majority
Méon (2006) decisions is lower than committee members'
preferred outcomes
Condorcet (1785) Unbounded
Persico (2004) Bounded, if adding decision-makecasly
Bounded, but the inefficiency of an oversized

Committee
or individual?

Koriyama and

Optimal size Szentes (2009) _com_m_ittee is very limited compa_red to the
inefficiency of too small a committee.
Hahn (2012) Bounded, if decision-makers have career concerns
and compete for an opportunity to speak.
Decision- Bosmaret al. Rotation may incrga;e the efficiency of decisions, a
making scheme (2005) the cpst of rgdlgtrlbutlon effects and stratepic
_ rotation behavior. Unanimity outcome often overlaps with
median voter's preferences
Persico (2004) Optimal one depends on the qudlilyformation.
Unanimity is optimal only if the information is
perfect.
Black (1948) Simple majority favors median voter
Ben-Yashar & Optimal voters' weights depend on their abilities
Nitzan (1997)
Caplin & Nalebuff | 64%-majority rule is optimal in multi-dimensional
(1988) decision making
Decision- Gerlinget al. Unimportant, if information is perfect and the
making rule (2005) objectl_ve is common. Otherwise, unanimity is
undesirable.
Marchese & Averaging of preferences is better than simple

Montefiori (2005) | majority voting in provision of public goods
Casella (2001 and | Storable or tradable votes may improve ex ante

2005) welfare
Maggi & Morelli Lack of enforceability of decisions in internatibna
(2006) organizations justifies the frequent use of

unanimity. Nevertheless, if preferences of votees
correlated (and/or the issue is of smaller

3]
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importance), unanimity is worse than other majorijty
schemes.
Widgrén (1999) Flexible integration is equivalemtin optimal
decision rule.
Ottaviani & Optimal speech order depends on skills.
Sorensen (2001)
Gerlinget al. Communications makes conflicting interests
Communication | (2005) irrelevant and lowers optimal committee size if
and order of information is costly.
speech Schulte (2010) Communication allows for perfect infation
aggregation even if the preferences of committee
members are heterogeneous (when these differences
are of common knowledge).

Source: own elaboration.

Even if an analysis of the equally broad literatuetated to collective
monetary policy-making represents the main propodedction of further
research, some preliminary conclusions can be eehdhirst, there are some
strong arguments for delegating monetary policg mommittee (confirmed by
the practice of most industrialized countries). d&del; monetary policy
committees should rather be restrained and desisibauld be made by simple
majority voting. Third, the heterogeneity of sucha@nmittee may be desirable,
and should not pose any problems with efficienbimfation aggregation. There
are, however, some issues for which a more detaredstigation into the
specific context of monetary policy is necessatyisTncludes the mechanisms
for stabilizing the preferences and outcomes, sscbptimal nomination design,
overlapping terms of office, and the consequendeshe composition of
a monetary policy council for macroeconomic stapili
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Streszczenie

ASPEKTY TEORETYCZNE KOLEKTYWNEGO PODEJMOWANIA DECYZ JI
— PRZEGLAD LITERATURY

Artykut ma na celu dokonanie przedu literatury ekonomicznej z zakresu
kolektywnego podejmowania decyzji. W tym celu zaprowano ramy pozwalge na
ustrukturyzowasp analiz czynnikbw wplywacych na prag organu kolektywnego
(rady). Dokonano podziatu tych czynnikdw na zgwne (tzn. ksztattowane poza gam
radg, np. przez wymogi prawne) oraz wewnne (zwgzane ze sktadem rady oraz
interakcjami mgdzy jej cztonkami). Dokonany w ramach zaproponoyvatreiktury
przegkd literatury ogélnoekonomicznej dotycej kolektywnego podejmowania decyzji
pozwala na zaproponowanie interegtyjch kierunkow dalszych bailaw tym
konsekwenciji dla ksztattu rad polityki piefriej.



