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Abstract

This paper examines democratic governance mechanisms that prevent power concentration in collective

economic systems, with specific focus on Public Trust Housing (PTH) applications. Through analysis of
innovative voting systems including quadratic voting and liquid democracy, we identify mechanisms for

balancing individual sovereignty with collective benefit. The research synthesizes lessons from
successful cooperative enterprises including Mondragon Corporation, community land trusts, and
platform cooperatives, while addressing the fundamental failures of traditional homeowners

associations. We propose diverse charter models accommodating residential, commercial, and non-profit
applications, with opt-in benefit structures for non-PTH homeowners including insurance services,

landscaping, and collectively negotiated utilities. Key findings demonstrate that multi-modal voting
systems, graduated authority structures, and flexible participation options can create sustainable

democratic frameworks serving both individual autonomy and community prosperity. While PTH
represents an untried system, theoretical foundations and successful precedents provide strong evidence
for democratic economic governance benefiting all participants.
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1. Introduction

Traditional property management systems, particularly homeowners associations (HOAs), demonstrate
systematic governance failures that concentrate power in unaccountable boards while limiting genuine

democratic participation. Research identifies these as "totalitarian democracies" operating through
corporate structures prioritizing property values over resident needs, creating authoritarian governance

without constitutional protections or meaningful recourse for community members (McKenzie, 2011;
Staropoli, 2019).
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Public Trust Housing (PTH) represents a novel approach applying cooperative principles and democratic
governance to property management, learning from successful models worldwide while avoiding HOA-

style power concentration. This paper examines specific mechanisms for preventing authoritarian drift
while maintaining effective collective decision-making, drawing on both theoretical frameworks and real-

world cooperative experiences to identify optimal governance structures for PTH implementations.

The central research question addresses how collective property management can balance individual
sovereignty with community benefit while avoiding the power concentration endemic to traditional HOAs.

We examine this through three analytical lenses: (1) innovative voting mechanisms that express
preference intensity while preventing majority tyranny, (2) diverse charter models accommodating

different community needs and contexts, and (3) flexible participation structures enabling voluntary
cooperation without coercion.

2. Theoretical Framework: Preventing HOA-Style Power Concentration

2.1 Quadratic Voting: Mathematical Foundations of Preference Intensity

Quadratic voting (QV) addresses the fundamental problem of "tyranny of the majority" by allowing voters

to express not just preferences but preference intensity (Lalley & Weyl, 2018). Under this system, voters
purchase votes using "voice credits" at a quadratic cost—casting n votes costs n² credits. This

mathematical structure creates welfare optimality by making marginal costs linear in votes purchased,
achieving utilitarian optimality when individuals' valuations are proportional to their value of changing

outcomes.

Theorem 1 (Welfare Optimality): Under quadratic voting with budget constraints, the equilibrium
outcome maximizes utilitarian social welfare when:

Voters have quasi-linear utility functions

Voice credit budgets are equally distributed

No collusion or vote trading occurs

Proof: See Lalley & Weyl (2018) for complete derivation.

Fixed-budget multiple-issue quadratic voting eliminates wealth-based power concentration by providing

all voters equal credit budgets, maintaining welfare optimization while enabling practical implementation
(Quarfoot et al., 2017). Comparative analysis shows this system:

Enables intensity expression unlike plurality voting

Protects against majority tyranny through cost structures

Maintains consistency when elections are combined

Achieves approximately efficient outcomes in large populations

2.2 Liquid Democracy: Delegation with Democratic Oversight

Liquid democracy combines direct and representative democracy elements, allowing voters to either vote

directly or delegate to trusted agents (Blum & Zuber, 2016). Key features include:



Transitive delegation enabling expertise routing

Issue-specific delegation for specialized decisions

Revocable delegations maintaining accountability

Flexible participation accommodating varying engagement levels

However, empirical research reveals systematic challenges. Columbia University experiments demonstrate
over-delegation at rates 2-3 times higher than theoretical equilibrium, with liquid democracy
underperforming both universal majority voting and strategic abstention even when subjects received

precise information about voter precision (Gersbach et al., 2022).

Critical Finding: "Delegation must be used sparingly because it reduces the information aggregated

through voting" (Gersbach et al., 2022). This suggests liquid democracy works best as a supplementary
mechanism rather than primary governance tool, particularly useful for technical decisions requiring
expertise while maintaining traditional democratic processes for fundamental community choices.

2.3 Multi-Modal Governance Integration

Effective democratic governance requires combining multiple voting mechanisms for different decision
types:

Table 1: Decision Types and Optimal Voting Mechanisms

Decision Type Voting Mechanism Rationale

Budget Allocation Quadratic Voting Enables preference intensity expression

Candidate Selection Approval/RCV Identifies broadly acceptable options

Policy Changes Consensus/Supermajority Ensures substantial agreement

Technical Issues Liquid Democracy Routes expertise efficiently

Daily Operations Delegated Management Maintains efficiency

This multi-modal approach prevents any single decision-making method from creating power
concentration while ensuring appropriate tools for different community choices.

3. Diverse Charter Models for Different Collective Needs

3.1 Learning from Housing Cooperative Variations

Housing cooperatives demonstrate multiple charter models addressing different community needs while
maintaining democratic principles (Saegert & Benitez, 2005):

Zero Equity Cooperatives: Maximize affordability through monthly fee structures without ownership

stakes. Residents pay carrying charges covering mortgage, maintenance, and reserves but build no
individual equity. This model serves lowest-income residents while maintaining collective ownership and

democratic control.

Limited Equity Cooperatives: Balance wealth-building with affordability through restricted appreciation
formulas. Members can build modest equity (typically capped at 1-3% annually) while preserving long-



term affordability for future residents.

Market Rate Cooperatives: Provide alternative homeownership paths with full equity appreciation.

Members purchase shares at market rates and can sell at market value, but maintain cooperative
governance and collective decision-making.

Community Service Models: Enable charitable status for broader community benefit. These cooperatives
can access additional funding sources while serving mixed-income populations and providing community
services beyond housing.

3.2 Community Land Trust Governance Innovations

Community land trusts (CLTs) offer proven frameworks for balancing multiple stakeholder interests
through tripartite governance structures (Davis, 2010):

Tripartite Board Composition:

One-third leaseholder representatives (elected by residents)

One-third community representatives (elected by neighbors)

One-third public interest representatives (appointed)

This structure prevents capture by any single interest group while ensuring democratic accountability and

expertise inclusion.

Burlington Community Land Trust Outcomes:

Average homeowner equity gains: $14,000

Continued affordability: 99.3% retention rate

Foreclosure rate: 0.46% vs. 3.26% conventional mortgages

Community control: Permanent affordability through ground leases

The 99-year renewable ground lease system separates land ownership (collective) from housing

improvements (individual), creating practical frameworks for balancing autonomy with community
control.

3.3 Commercial and Non-Profit Applications

Platform cooperatives extend democratic governance into digital and commercial spaces (Scholz &

Schneider, 2016):

Successful Examples:

Stocksy United: 1,000+ photographer-owners, $10M+ annual sales, profit-sharing distributions

Drivers Cooperative (NYC): 5,000+ driver-owners, 10% higher earnings than Uber/Lyft

Savvy Cooperative: Patient-owned health data platform, 70,000+ members

The Cleveland Model demonstrates networked cooperative development:



Evergreen Cooperatives: 320+ worker-owners

Wages 20-25% above competitors

Profit-sharing: $4-5/hour additional compensation

Anchor institution partnerships ensuring stable demand

4. Balancing Individual Sovereignty with Collective Benefit

4.1 Constitutional Frameworks for Cooperative Democracy

Effective democratic governance requires explicit constitutional protections for individual rights within
collective structures (Hansmann, 1996). Essential elements include:

Graduated Authority Structures:

1. Membership Level: Fundamental survival and character decisions

2. Board Level: Significant operational policy

3. Committee Level: Specialized implementation

4. Management Level: Daily operations within policy bounds

Rights Protection Mechanisms:

Enumerated individual rights (privacy, expression, due process)

Supermajority requirements for fundamental changes

Grievance procedures with independent review

Exit rights protecting individual autonomy

4.2 Mondragon Corporation: Scaling Democratic Governance

Mondragon demonstrates that democratic organization can operate effectively at massive scale (Whyte &
Whyte, 1988; Arando et al., 2015):

Governance Structure:

650 representatives in annual Congress

Multi-layered governance (Assembly, Council, Divisions)

"One person, one vote" regardless of position

Democratic election of all management

Economic Democracy Outcomes:

97% cooperative survival rate over 30 years

Wage ratios: 3:1 to 9:1 (typically 5:1)

10% profits to education/social projects

Only one strike in history (1974), leading to positive reforms



Key Innovation: Inter-cooperation mechanisms providing solidarity and business efficiency through
network effects, allowing local autonomy while maintaining collective support across 256 companies

with 92,773 employees.

4.3 Rights Protection and Grievance Mechanisms

Worker cooperatives provide tested frameworks for authority distribution through "three-test" systems

(Adams & Hansen, 1992):

Extensiveness Test (Management vs. Board):

Scope affecting multiple members → Board

Significant resource commitments → Board

Long-term operational impact → Board

Significance Test (Board vs. Membership):

Survival impact → Membership

Character changes → Membership

Fundamental policy → Membership

Grievability Test (Grievance Committee Jurisdiction):

Policy violations → Committee

Policy gaps → Committee

Fairness questions → Committee

5. Opt-in Benefits for Non-PTF Homeowners

5.1 Community Choice Aggregation Models

California's Community Choice Aggregation (CCA) program provides proven frameworks for opt-in
collective benefits (O'Shaughnessy et al., 2019):

Program Structure:

Local governments aggregate electricity demand

Automatic enrollment with opt-out rights

IOU continues transmission/distribution

11% average bill savings

50% higher renewable content

Participation Outcomes:

11 million customers served

36 operational programs



97% retention rates

$3 billion annual revenues

5.2 Flexible Membership and Service Structures

Graduated Participation Models:

Participation Level Rights Services Governance

Full Member All services All benefits Full voting

Associate Member Selected services Specific benefits Limited voting

Service Contract Specific services Market-rate access No voting

Neighbor Benefits Emergency services Community events Advisory input

This structure creates pathways for community engagement without requiring total commitment to

cooperative structures.

5.3 Insurance and Utility Innovations

Cooperative Insurance Models:

Mutual insurance companies owned by policyholders

Average 15-20% lower premiums than commercial insurers

Profit-sharing through dividends or reduced premiums

Democratic control over coverage and policies

Shared Infrastructure Benefits:

Solar gardens: 10-15% electricity savings

Fiber internet: 50% faster, 30% cheaper than commercial

Maintenance pools: 25% cost reduction through economies of scale

Landscaping services: Professional quality at residential prices

6. Real-World Examples and Governance Lessons

6.1 Successful Cooperative Governance Mechanisms

Evidence from Global Cooperatives:

Table 2: Comparative Governance Outcomes

Organization Size Governance Innovation Key Outcome

Mondragon 92,773 employees Inter-cooperation networks 97% survival rate

Burlington CLT 700+ homes Tripartite board 0.46% foreclosure rate

Dudley Street 225 acres Eminent domain authority Community-controlled development

Platform Co-ops 50,000+ members Digital democracy 20% higher worker earnings



6.2 Lessons for PTF Implementation

Critical Success Factors:

1. Clear Charter Definition: Explicit governance structures prevent ambiguity

2. Multiple Participation Pathways: Flexibility encourages broader engagement

3. Graduated Authority: Appropriate decision-making at each level

4. Rights Protection: Constitutional frameworks preventing power concentration

5. Education and Culture: Ongoing democratic capacity building

Common Failure Points:

Insufficient member education and engagement

Unclear authority boundaries creating conflict

Inadequate conflict resolution mechanisms

External pressure compromising cooperative principles

Leadership succession without democratic preparation

7. Finding Optimal Overlap Between Collective Good and Individual Ideal

7.1 Systems Thinking and Network Effects

Positive-sum value creation emerges when individual success contributes to collective prosperity (Wright,
2000). Network value theory demonstrates how cooperative structures generate increasing returns—each

new participant increases total system value through:

Knowledge sharing and skill transfer

Economic diversity and resilience

Mutual support and risk pooling

Collective bargaining power

Mathematical Model of Network Value: V = n(n-1)/2 × k

Where:

V = Total network value

n = Number of participants

k = Average value per connection

7.2 Preference-Driven Specialization

Economic specialization enhanced by individual preferences shows how systems can maximize both
individual satisfaction and collective output (Becker & Murphy, 1992). PTF enables this through:

Recognition of diverse contribution types



Flexible participation accommodating different capacities

Skill development support and mentorship

Market creation for specialized services

7.3 Cultural Integration and Value Alignment

Democratic stewardship ensures community resources serve both individual autonomy and collective

flourishing over time. Unlike corporate structures extracting value for external shareholders, cooperative
ownership ensures individual success contributes to community wealth and capacity.

8. Implementation Framework for PTF

8.1 Staged Implementation Process

Phase 1: Foundation (Months 1-6)

Community organizing and education

Charter development with legal framework

Initial membership recruitment

Governance structure establishment

Phase 2: Pilot Operations (Months 7-18)

Small-scale property acquisition or conversion

Governance system testing and refinement

Service development and delivery

Feedback incorporation and adjustment

Phase 3: Scaling (Months 19-36)

Expanded property portfolio

Service diversification

Inter-cooperation development

Sustainable financing establishment

8.2 Risk Mitigation Strategies

Identified Risks and Mitigation:

Risk Category Specific Risk Mitigation Strategy

Governance Power concentration Multi-modal voting, term limits

Financial Insufficient capital Mixed financing, public support

Legal Regulatory challenges Legal compliance, advocacy

Social Member disengagement Education, multiple participation paths

Operational Management inefficiency Professional management within democratic oversight



9. Conclusion

Democratic governance in economic systems requires intentional design preventing power concentration
while enabling effective collective action. The evidence from successful cooperatives worldwide
demonstrates that quadratic voting, liquid democracy, and multi-stakeholder governance can create

sustainable frameworks balancing individual sovereignty with collective benefit.

Public Trust Housing represents a novel but theoretically sound application of proven cooperative

principles to property management and community development. By learning from Mondragon's
economic democracy, community land trusts' tripartite governance, and platform cooperatives' digital
democracy, PTH can avoid the authoritarian failures of traditional HOAs while creating genuine

community ownership and democratic participation.

Key Implementation Insights:

1. Combine multiple voting mechanisms for different decision types

2. Create graduated authority structures with clear boundaries

3. Establish robust conflict resolution systems

4. Provide flexible participation options for non-members

5. Maintain long-term commitment to cooperative principles through education

These governance innovations offer practical pathways toward economic systems serving both
individual autonomy and collective prosperity, demonstrating that alternatives to both corporate
domination and government bureaucracy can operate effectively in diverse contexts. While PTH

implementation requires careful adaptation to local contexts, the theoretical foundations and successful
precedents provide strong evidence for democratic economic governance benefiting all participants.

The research reveals that optimal overlap between collective good and individual ideal emerges not
through compromise but through synergy—systems designed to enhance individual flourishing through

collective support while ensuring individual success contributes to community prosperity. This positive-
sum approach transcends traditional trade-offs between individual freedom and collective benefit,
offering new possibilities for human organization in the 21st century.
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