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Bai and Lagunott (2011) “On the Faustian Dynamics of Policy
and Political Power,” Review of Economic Studies
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Faustian Bargain: Bai and Lagunoff 2011

In Goethe’s Faust, a well-meaning Faust seeks knowledge, truth,
and beauty but cannot achieve them on his own. The devil
appears and strikes a bargain with Faust: the devil will serve
Faust while Faust remains here on earth; in exchange Faust
must serve the devil in hell. But there is a catch. As part of the
agreement, if Faust is so happy with the devil’s services that he
wants to “freeze” the present moment forever, Faust must then
die immediately. Hence, the bargain endows Faust with the
power to reach his objective but denies him the ability to
savour 1t.
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Faustian Bargain: Bai and Lagunoff 2011 (contd.)

So it is, quite often, with “political bargains”. If a political
leader chooses a desirable but unpopular policy, he may lose
political power and thus the ability to shape policy in the future.
By opting to stay in power, he sacrifices his policy objectives
and then faces the same trade-off in the future. Hence, the
political bargain endows a leader with the power to determine
policy only as long as he does not choose the one he prefers.
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