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Abstract

We analyze the relationship between the governance structure of political parties and
electoral competition. Depending on the characteristics of the election, parties choose
optimally one or another structure, to manipulate the incentives of their politicians, like
firms tailor their incentive contracts to the market environment. We show how intra- and
inter-party competition interact to shape the incentives of the parties’ candidates, and why
the incentives of parties differ from that of their candidates. The model sheds new light on
the role of information, polarization, and on the value of rents from office. More extreme
parties tend to prefer less democratic governance structures. In contrast, democratic
structures are chosen when voters are ill informed about the candidates’ performance, and
when the rents from office are low.

JEL Classification: D23, D72, D81.
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“The hallmark of a party [...] is its ability to channel the competing career ambitions of
its potential and actual officeholders, forming them into an effective electoral machine”

[Aldrich 1995, p.13]

1 Introduction

In democratic elections, the electorate must select one among several candidates. Each
of these candidates represents one party, and each party is usually represented by one
candidate. For that reason, theory generally assumes that politicians and parties are
one and the same: competition only takes place between parties. While in line with one
of Downs’s (1957) insights, namely that winning elections should serve the purpose of
most groups in a party, this modelling approach overlooks the internal struggles that take
place before the general election. To understand the behavior of parties, the role of their
internal organization, and the impact of this organization on politicians, we must open the
party black box and analyze intraparty politics as well. Accordingly, this paper models
parties as organizations, the role of which is to channel the incentives of politicians, with
the objective of enhancing the electoral success of the party. Our goal is to answer the
following question: which is the best governance structure a party can choose to achieve the
above objective? We show that the interaction between intra- and inter-party competition
determines the optimal governance structure of parties. We also show that this choice is
a function of different socioeconomic factors such as ideology, the value of holding office

and the quality of voters’ information.

The following historical case illustrates our theory. The US political system witnessed a
fundamental structural change at the beginning of the 20th century, with the introduction
of an unusual way to organize candidate selection inside the party: direct primary elections.
Ware (2002) describes it as “a system in which political parties are required by law to
choose their candidates through state-administered elections in which any legally qualified
person must be allowed to vote”. Before, parties could nominate their candidates through
a system involving caucuses and conventions. The main characteristic of this system was
that decision powers were in the hands of party delegates, and that decisions were taken
with little transparency. The adoption of the Direct Primary took just a few years: in
1899, Minnesota was the first state to introduce a legislation mandating the use of direct

primaries; by 1915, all states but three had enacted similar legislations.



This switch to a candidate-centered system is still a puzzle to most political scientists.
The classical explanation, put forward by Merriam and Overacker (1928), is that the
caucus-convention system was not working anymore and that, under pressure from the
public and from outsiders, parties were forced to accept such a reform, that reduced their
power. Ware (2002) casts doubts on this interpretation and argues that the parties were
not actually forced into this reform. They willingly adopted the direct primary in response
to a change in the environment; they took advantage of these pressures to reinforce their
domination on the political scene. Ware centers his analysis on his observation of the
incentives that politicians, party leaders, and party elites were facing at the time of this
reform. Our paper develops a formal model to analyze incentives in political parties.
Applying our results to this debate in political science, we show that the direct primary
reform was indeed an organizational best-response to the socio-economic changes that were
taking place at the time. Among others, we show that a change in information quality

(which Ware (2002) calls the end of the ‘face-to-face’ society) was central.

1.1 Results

We develop a model of electoral competition with two active political parties. Parties
are viewed as organizations that select politicians for the general election. Each party
consists of the rank-and-file, who control the procedure by which politicians are selected,
and of potential politicians, whose role is to design platforms for the elections. Like in any
organization, such task specialization is bound to generate a wedge between the aspirations
of the rank-and-file and those of the politicians. The rank-and-file only want their party
to win, whereas each politician has a preference for himself winning the election. As
argued by Schlesinger (1984), parties differ from corporations since they cannot provide
politicians with direct monetary incentives. They can only control how much competition
politicians face inside the party. We argue that interparty and intraparty competition —
as opposed to interparty competition tout court, as in any Downsian analysis — are two

channels through which these incentives can be provided.

We show that changes in the environment modify the efficiency of these channels and
lead to different optimal forms of organizations. To analyze how organizational struc-
ture performs in such a political environment, we choose to assume competition through
ideology away (See Carrillo and Castanheira (2002) for a model of competition through

polarization, but with parties as unitary actors). Ideology being exogenous, politicians use



“quality” to improve the appeal of their platform in the electorate. Our results show that
their incentives to invest in quality depends both on their ideology and on party structure.

Therefore, the optimal structure of the party turns out to depend on ideology as well.

We consider two possible types of party organization, that correspond to different
levels of intraparty competition.! The “entrenched” organizational structure protects the
politician from internal competition: the party preselects its leader early on. He is fully in
charge of the design of the party’s platform and cannot be overthrown. We also consider
a “democratic” or “competitive” structure, in which different candidates must design
and propose their platform to the rank-and-file. The party then selects the candidate
who designed the platform perceived as being the best to win in the general election. By
assumption, designing a good platform is costly: politicians must exert “effort” to improve

the quality of their platform.

Which form of organization is chosen depends on the incentives these structures pro-
vide. We show that intraparty competition leads to better incentives when interparty
competition is weak, that is when the expected quality of the opponents’ platforms is
low. However, as competition intensifies, intraparty competition dilutes incentives; the
entrenched structure provides better incentives in that case. This stems from the fact
that external competition affects politicians’ incentive in a different way, depending on
the structure of their party. In a democratic party, external competition tends to de-
crease investment in quality. That is, when interparty competition is fierce, an entrenched
structure generates higher-powered incentives. In an environment with little interparty

competition, it is the democratic structure that generates the best incentives.

Another important element of reality is that voters are in general poorly informed
about platforms. In that case, the organization of the party becomes a useful proxy to
assess platform quality: voters’ beliefs are based on the equilibrium incentives provided by
the organization. An uninformed voter rationally casts his vote on the candidate whose
party provides the best incentives. In other words, when information is missing, the best

organization is the one that earns the party the trust of the electorate.

The optimal organization depends on these two dimensions: individual incentives and
trust. When voters are informed, observed qualities matter. The optimal structure is the

one that maximizes the probability that the party can run on a high-quality platform.

'See Caillaud and Tirole (2002) for a related model of party organization. We borrow from them the

terminology of party organization.



In that case, there may be a trade-off between incentives (that can be diluted because
of internal competition) and selection (competition increases the number of potentially
successful candidates).? Instead, when voters are not informed, the electorate casts its
vote based on its beliefs about the candidates’ individual effort provision, which are a
function of the parties’ organizational structure. The selection side of competition (i.e.
having more candidates to choose from) is irrelevant. Thus, earning the voters’ trust is

what matters.

We show that the influence of internal competition also depends on the objective of
politicians. Opportunistic politicians respond well to the incentives provided by an inter-
nally competitive structure: they want to win, to enjoy the benefits of power. Ideological
politicians respond less well to this type of competition, given that they want their party
to win, irrespective of who gets the job. In that case, internal competition suffers from a

free-riding problem, which reduces the appeal of a democratic type of organization.

1.2 Related literature

Our paper builds on two sets of scholarly contributions in the economics and political
science literature. The first set focuses on the internal governance of parties — see e.g.
Schlesinger (1984), Strom (1990), Aldrich (1995), Roemer (2001) and Caillaud and Ti-
role (2002). It describes the mutual dependency between the leaders of a party and its
management. A closely related paper is Caillaud and Tirole (2002). However, they focus
on a single party, a reduced-form probability of winning the elections, and binary effort
choices. Hence, voters cannot base their choice on the relative incentives provided by the
governance of the parties. Therefore, Caillaud and Tirole need to assume an arbitrary
“internal validation mechanism” to provide a meaningful comparison of these governance
structures. In our model, voters compare the equilibrium efforts induced by the gover-
nance structure of each of the two parties. Hence, the “internal validation mechanism” is

endogenous, and results directly from these incentives.

The second set of contributions we build upon originates in the industrial organization
literature. It analyzes the interaction between market structure and firm structure — see

Legros and Newman (1996 and 2004), Schmidt (1997), Aghion et al. (1999) and Marin

2Strom (1990) details how different electoral representation systems influence the incentives for parties to
promote internal democracy. Instead, our analysis focuses on a first-past-the-post election but endogenizes

the degree of competition in that election.



and Verdier (2002). These papers demonstrate that the behavior of agents inside a firm
is influenced by external market forces. The optimal contract between a principal and
a manager thus depends on external market conditions. Legros and Newman (1996 and
2004) show that the reverse holds as well: changes in the internal structure of the firm
impacts on the other firms’ decisions and therefore modifies the structure and degree of
external (market) competition. We prove that the same type of forces also exist in political

markets.

The paper proceeds as follows. Section 2 introduces the theoretical model and discusses
the main assumptions. In section 3, we analyze the incentives of individual candidates
and the trade-off between inter and intraparty competition. In section 4 we solve for
the endogenous equilibrium party structure and make some comments about voters’ wel-
fare. Section 5 extends the model to partisan candidates. The last section concludes and

discusses avenues for further research.

2 The model

We model electoral competition between two parties. Their ideology will be considered
exogenous throughout. In the usual Downsian fashion, it is represented as a position on
a line. We assume for simplicity that there are exactly three locations on the political
spectrum: left, center and right. We assume there is one left-wing party and one right-
wing party. The parties’ positions L and R are equidistant from the centrist location 0.

Hence, no party has an initial advantage.

These political parties are organizations, the role of which is to select politicians for
the general election. Each party consists of the rank-and-file who decide the structure of

the party, and of two potential politicians, who design a platform for the election.

The timing of the game is as follows.
t = 0. Party governance: the rank-and-file choose the governance structure.
t = 1. Intraparty Competition: politicians exert effort to improve their platform.
t = 2. Public signal: platform qualities are revealed to everyone with probability p.
t = 3. Nomination: parties nominate their candidate for the general election.

t = 4. General election: knowing the ideology of parties, their governance structures,



and possibly platforms quality, voters vote in the general election.

t=0 t=1 t=2 t=3 t=4
| l l l l >
! I I I I
Party chooses Candidate(s) Quality observed Party chooses General eection
sructure choose effort with probability p representative takes place

Figure 1: Timing of the game

The design and the quality of political platforms

As is usual in models of electoral competition — see e.g. Snyder and Ting (2002) —
we assume that, on the ideological dimension, politicians are constrained by the position
of their party. However, each politician can exert effort to improve the quality of his

platform.

The quality of a platform can be interpreted in several ways, such as competency, va-
lence etc. The quality of a platform has both a public good and a private good dimension:
its public good component is given by the fact that if a politician has crafted a good plat-
form, the whole of his party can benefit from it by offering it to the electorate; the private
component of the platform is that, by assumption, a platform can only be implemented by
the politician who crafted it. This seems to be a relatively natural assumption, if we see
platform quality as the result of pre-electoral personal investment in research and effort

towards the development of the most attractive platform.

Platform quality can either be high or low. The probability that quality is high is
equal to the effort ¢ supplied by the politician, at a cost ¢ (¢) = a ¢?/2.

We assume throughout that effort is not observable, neither by the rank-and-file nor by
the voters. They are ill-equipped to evaluate quality issues. Their assessment of platform
quality is uncertain: with probability p € (0, 1), the voters and the parties’ rank-and-file
discover the quality of the platforms.> A high value of p can be interpreted as a country
with a vivid political culture, in which citizens display a lot of interest in political issues;
another interpretation is that p reflects the quality of the media that analyze political

platforms.

3Thus, with probability 1 — p, no information becomes available. This information structure allows
us to capture in a very tractable way the idea that an imperfect signal can affect behavior only if it is
sufficiently strong. For the sake of simplicity, we assume that voters and parties have the same information.
Had we assumed that parties were better informed than voters, the democratic structure would have been

preferred for a larger set of parameters.



Politicians’ objective function

The political science literature usually classifies politicians in two groups: pure office-
seekers and pure partisans. The former are only motivated by the perks from office. These
perks represent the ego rents associated with the exercise of power, the financial benefits
of the office, and any other rent that comes with the position. Ideological politicians only
value being in office as a means to implement their favored policy. Since the (absence
of) congruence between the party’s and the politicians’ objectives lies at the core of the
organization of parties, we do not impose one type of objective. We instead study how

these two motivations interact (see Section 5).

We denote the utility derived from being in office by w. If candidates only care about
w, they are called ‘purely office-motivated’. The ideological utility gain depends on the
distance between the positions of the two parties (by assumption, candidates inside the
same party implement the same ideology). A politician only motivated by ideology receives
a utility of K, proportional to |L — R|, if his party wins, and a utility of zero otherwise.
Politicians do not value platform quality for its own sake: they provide effort only to
win the election. Finally, in Section 5.2, we jointly consider the influence of w and K on

equilibrium effort and party structure.

Voters’ Behavior

We assume that the distribution of voters on the ideologic spectrum is symmetric about
the center of the spectrum, 0. We also assume that the voters’ objective function is
some continuous and well behaved function of ideology and platform quality but, because
centrist voters are the swing voters in the election, we do not need to specify the exact
shape of the voters’ preferences. Centrist voters are indifferent between the two parties’
ideologies — even though they may care about ideology! — but can be swung by quality

differentials. Thus, the outcome of the election depends on the relative quality of platforms.

With probability p, voters know exactly the quality of each platform. In that case,
swing voters elect the politician with the highest quality platform. If we interpret p as

the quality of the media, one sees that the media play the role of an external validation

*Thus, we are assuming that the voters’ preferences satisfy Grandmont’s (1978) intermediate preferences
as laid out in Persson and Tabellini (2000). To exemplify, if a centrist voter prefers party L to party R,
say, then all the voters to his or her left also prefer L to R, given that for them the ideologic distance
favors L over R. Then, whether some voters on the right also prefer L to R because the platform quality

difference more than counterbalances the ideologic advantage of party R does not matter.



process.

When left uninformed about platforms qualities (this happens with probability 1 — p),
voters have to form beliefs about the qualities they can expect from each politician. The
only information they possess is the governance structure of the parties. From that infor-
mation, swing voters can infer the equilibrium effort level of each candidate in each party,
and support the party that proposes the candidate with highest expected quality. This
corresponds to the trust that swing voters have in the different parties. Obviously, in equi-
librium, beliefs are correct and match the politicians’ effort choices. Note that politicians
cannot directly influence this trust, which comes from equilibrium considerations; these
are the consequence of the party’s governance structure and not from the efforts actually

exerted by the candidates (since effort is not observable).

Party objective and choice of governance structure

We follow Roemer (2001) and Caillaud and Tirole (2002) in assuming that the governance
structure of the party is chosen by the assembly of the rank-and-file, at the onset of the
game (see the timing above). Given that the rank-and-file are not candidates, they only
care about the probability that the party wins the election and do not internalize the cost

of the effort exerted by the politicians.

The rank-and-file can choose one among two governance structures: entrenchment,
denoted &, in which the party delegates all decision powers to a lone and uncontested
candidate; or a democratic structure, denoted D, in which two candidates compete for
the right to represent their party in the general election.” In a democratic party, the
rank-and-file retain eventual decision powers as to which platform/candidate will run in
the general election. Whenever such a democratic party gets informed about the quality
of the platforms, it selects the candidate with the higher-quality platform. When qualities
are equal or remain unknown, the party selects one of the two candidates by tossing a fair

coin. These structures represent two different levels of intraparty competition.

3 Politicians’ incentives to invest in quality

In our model, the outcome of the election depends on the effort exerted by politicians.

The link is direct if qualities are observed. It is indirect if they are not. It is therefore

"The terminology ‘entrenchment’ and ‘democratic’ is borrowed from Caillaud and Tirole (2002).



essential to understand the incentives politicians face. These incentives depend on the
governance structure of their party (intraparty competition) and on the governance of the

other party (interparty competition).

3.1 Incentives in an entrenched party

Under entrenchment, the rank-and-file select a party leader who is in charge of designing
the platform of the party. This candidate cannot be challenged: there is no intraparty

competition.

Suppose party L is entrenched. Its leader’s only goal is to defeat the candidate of the
other party in the general election. Of course, his probability of winning depends on the

expected quality of his opponent.

If candidate L wins the election, his payoff is w + K — ¢(qr), where w corresponds
to the rent of being in office, K to the utility of implementing his favored ideology, and
c(qp) is the cost of effort. If the other party wins the election, the utility of candidate L

is —c(qr.).

When the public signal reveals information about the quality of the platforms, the
probability of winning the election depends on the relative quality of the candidates.
Let Gr denote the expected quality of the right-wing party’s candidate in the general
election, when platform qualities are revealed.® Conditional on qualities being revealed,

the probability that L wins the election is:

i N R | )
71 (qr,dr) = qr (1 — Gr) + 22t0-0n)(2dr) _ 5 [L+a—ar]. (1)

This reads as follows. With probability ¢r, candidate L achieved a high-quality platform.
Whenever the front-runner from party R has low quality (which happens with probability
1 — gr), candidate L is elected. This is the first term in (1). Whenever both L and the
front-runner of R achieve the same quality, each of them is elected with probability %

This is the second term in (1). In the other cases, party L loses the election.

When there is no public signal to reveal information, voters cannot condition their

vote on the realized quality of the two platforms. They can only form beliefs about the

S1f party R is democratic, we have that gr = 1—(1 — ¢gr, ) (1 — gr,) since two candidates are competing
to become party R’s candidate at the election stage and the party selects a candidate with a good platform
whenever one is available. If party R has an entrenched structure, then §r corresponds to the effort of the

only candidate.



expected quality of the platforms. We denote the probability that L wins the general
election when qualities are not observed by 1% (Eqr, Eqgr), which can be equal to 0, % or

1, depending on voters’ beliefs.

The candidate’s maximization problem is therefore:

]\4qu UL (€)= (w+K)x {prr(qr,Gr) + (1 —p) 1" (Eqr, EGr)} — c(qr) (2)

where 17 (Eqr, EGr) is taken as given, since trust cannot be influenced by the candidate’s

choice.

3.2 Incentives in a democratic party

Suppose now that party L has a democratic governance structure: two candidates compete
to be selected for the general election. Each candidate in party L has to pass two hurdles:
first, he must win the primary election inside his party. Second, he must win the general

election.

If he wins eventually, his payoff is (w + K). If he loses the primary election, but the
other candidate in the party wins the general election, his payoff is K, since his favorite
policy is implemented. Finally, if no candidate from the party is elected, his payoff is 0.

Of course, the cost of effort must be subtracted from these payoffs.

Let us denote by ¢qr, and qr, the efforts of the two candidates in the left-wing party.
As before, g represents the probability that the front-runner of the right-wing party has

a high-quality platform in case qualities are observed.

When qualities are observed, the probability that candidate L; wins the general elec-
tion is:
T, = 4L, ((1 —qr,) (1 — Gr) + ir (1_‘1L2)'2|‘QL2 (1-dr) i QL24Q~R> i (1—11L1)(1—4QL2)(1—6R)

= (g, B3 —qr —qr,) + (1 —qr,) (1 —Gr)] / 4.

Candidate L1 gets nominated for sure if he has a better quality platform than candidate
Lo. This probability is % if both have the same quality, and 0 if he obtains a lower quality.
Once nominated, he faces the front-runner of party R in the general election. He wins
this election for sure if his platform is of better quality; he wins with probability % if both
platforms have the same quality, and with probability 0 if his platform has a lower quality
than that of the other party’s candidate.

10



The probability that Lo wins the election is computed in the same way:

TL, = (40, 3 = qr = qr,) + (1 = q,) (1 = Gr)] / 4

When qualities are not observed, the result of the election depends only on the relative
trust that swing voters have in the two parties. Each candidate in a democratic party is
selected for nomination with probability % Conditional on qualities not being revealed,

his payoff is therefore:

w
1* (Eqz, Eqr) (K + 5 ) -

The expected utility of candidate L1 in the democratic party L is thus:

Us, (D) =p[ro, (w+K) +mr, K]+ (1=p) 1°0) (K+3) —cla).  (3)

As before, since trust cannot be influenced by individual efforts, L; chooses g1, to
maximize:

(w+K)-p-mp, +K-p-mp, —clqr,)-

The case of office- and ideologic-motivation is analyzed in Section 5. Below we restrict
attention to office-motivation only. This is a good benchmark to understand how incentives

work and how they relate to the governance structure of parties.

We first derive the effort of politicians under each structure and determine the trust of
swing voters when there is no public signal. In section 4, we derive the winning probabilities
under each governance configuration, solve for the equilibrium structures and make some

comments on voter welfare.

3.3 Equilibrium Effort Provision

Consider first the case of an entrenched leadership. The party’s leader maximizes:

]\%gwp-w'FL (qr,dr) —c(qr)-

If the solution is interior, the optimal effort is given by the first order condition:

¢ (43 () = aqj (€) = 17,

or:



Clearly, the equilibrium level of effort is thus increasing in the returns to effort, i.e. in
p (the probability of external validation) and in w (the perks from office), whereas it
is decreasing in the marginal cost of effort, . Given that 7y is such that ¢r does not
interact with ¢g, it turns out that the intensity of external competition does not influence
the optimal choice of effort. The reason is that the marginal benefit of effort does not
change with the quality of the opposing party. Whether candidate L expects to face a
high-quality candidate or a low-quality candidate in the general election, improving the
quality of his platform increases his winning probability by exactly % To see this, assume
that candidate L is facing an opponent with a low quality. In this case, his own quality
can either be equal to or higher than that of his opponent. In the former case, his winning
probability is %; in the latter it is 1. Assume now that candidate L is facing a candidate
with a high-quality platform. In that case, his own quality can either be lower than or
equal to that of his opponent. In the former case, his winning probability is 0; in the latter
it is % Hence, whatever the quality of his opponent, the marginal benefit of effort is the

same.

Let us now consider the case of a candidate in a democratic left-wing party (D). This

candidate, call him Lj, chooses ¢z, to maximize:

Maxp-w- 7L, (qLy,qL2,4R) — c(qL) -

qrq
If the solution is interior, optimal effort is given by:

w

! (a3, (D)) = ag, (D) =22 (3~ g3, (D)~ i) 5)
di, (D) = pu e 1 ©)

In contrast with the case of an entrenched leadership, the optimal choice of effort of
a candidate in a democratic party does depend on what other candidates are doing. The
reason stems from the fact that, in a democratic party, a candidate has to pass two hurdles
to be elected. He first has to defeat the other candidate from his party (intraparty compe-
tition) and then defeat the other party’s candidate (interparty competition). Inspecting
(6), we see that the higher is the expected quality of his opponents, the lower becomes
his marginal benefit of effort. Assume that the candidate expects all his opponents to
have a low quality platform. In that case, when qualities are revealed, his probability of

getting elected on a low-quality platform is i, whereas this probability increases to 1 with

12



a high-quality platform. The benefit in terms of election probability is thus % when op-
ponents have low quality. By contrast, if candidate L; faces opponents with high-quality
platforms, that benefit is reduced: a low quality would give him no chance of being elected,
but a high quality would only increase his winning probability to %. Hence, the higher the
expected quality of his opponents, the lower are his incentives to exert effort. The main
difference with the case of entrenchment is that the marginal benefit of effort is higher
under primaries when the average quality of platforms is low, but decreases when expected

quality increases.

External competition thus affects incentives in a different way across party structures.
In a democratic party, an increase in competition decreases the incentives of politicians
whereas, in an entrenched party, the level of competition among parties is neutral; it does
not affect incentives. This means that in an environment with fierce interparty competi-
tion, a democratic structure yields low-powered incentives, while in an environment with

little interparty competition, a democratic structure generates high-powered incentives.

Focusing on parameter values such that all solutions are interior (that is, we impose

that pw < 2a), equilibrium efforts are (the proof can be found in the Appendix):

Lemma 1 When politicians are office seekers, we find that, in equilibrium:

Whenever a party is entrenched:
pw
(€)= —. 7
(&) =75, (7)
If party structures are asymmetric, effort under the democratic structure is given by:

. _pwb—pw/a .
' (0,6) = B0 P i <2 s)

Finally, If the two parties are democratic, we have:

7 —\/Z2 — 12p%w?
2pw

q*(D,D) = , with Z = 4a + 3pw. (9)

13



Trust as an internal validation mechanism

When a public signal reveals information about candidates, realized qualities determine
the outcome of the election. When quality is not observed, swing voters cast their vote
on the party that is expected to have the highest quality. This represents the trust that

voters have in the party as a function of its governance structure.

Under entrenchment, the expected quality of the candidate, as derived in (7), and that
of the party are always the same, by definition. In the context of a single party choosing its
governance structure, Caillaud and Tirole (2002), exogenously endow a democratic party
with an internal validation mechanism. Their internal validation mechanism would corre-
spond in our model to the assumption that, when both candidates of a democratic party
are of high quality, the primaries can convey this information to the voters. In contrast
with their assumption, we impose that the expected quality of the candidate nominated
by a democratic party always corresponds to the equilibrium effort of an individual can-
didate. That is, we impose that the rank-and-file have no informational advantage about

the quality of the platforms.

Equilibrium efforts are identical across parties when they adopt the same structure.
Therefore, voters have no reason to trust one party more than another. The interesting
case arises when parties choose different governance structures. How is trust affected if,
say, party L chooses to be democratic and R chooses entrenchment? To answer that
question, we need to compare the efforts of an individual candidate under each structure.
Let equilibrium effort by a candidate under party L be ¢} (D,&) and that of the lone
candidate of party R be ¢f (D,£). Then :

Proposition 1 When candidates are purely office-motivated:

FEquilibrium effort provision in the entrenched party is linear in the probability that the
quality of the platforms is observed, p, in the perks from office, w, and in the inverse of
the cost parameter, a.

FEquilibrium effort provision inside the democratic party is strictly increasing and concave
in the probability that the quality of the platforms is observed p, in the spoils from officew,
and in the inverse of the cost parameter .

Finally, q; (D,€) > ¢4 (D,€) and 1 (Eqr,,Eqr,) = 1 (resp. 0) for any pw < a (resp.
pw > ).

Proof. See above. m
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The following graph illustrates this result. We plot ¢f (D, ) (the straight line) and

q; (D, &) (the concave curve) for w = 2 and a = 1:

.. 10T
Quality |
08T
06T -

04T -

021 ~

0.0 —t
0.0 0.2 0.4 0.6 0.8 1.0

Figure 2: Equilibrium efforts

These findings are key to many subsequent results. When p or w are small or « is
large, direct incentives to invest in quality are low. Thus, politicians are likely to have a
low quality platform. Coming back to the discussion of incentives in the previous section,
remember that the returns to effort are always proportional to % under entrenchment. By
contrast, when qualities are low (i.e. when ¢} and ¢ are smaller than %, which happens to
the left of intersection between the two curves), the returns to effort provision are closer to
% in the democratic party. For this reason, effort is higher in the democratic party when
external competition is “weak”. Conversely, if competition is fierce (¢ and ¢}, are larger
than %), the returns to effort provision are closer to i in the democratic party, and effort

becomes smaller in the democratic party. That is, internal and external competition are

seen to be substitutes.

4 Equilibrium Structures and Welfare

Having characterized optimal effort provisions and how the trust of voters responds to the
possible configurations of governance structure, we are now in a position to analyze the

optimal organizational choice by the rank-and-file.

Since the cost of platform-design is only borne by the candidates and is disregarded
by the rank-and-file, the optimal governance structure is the one that maximizes the
probability that the party wins the election. Our concern at this stage is therefore to solve

for the Nash Equilibrium in governance structures.
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When both parties choose the same structure, the individual incentives of politicians
and the expected quality of their platforms are identical. As a consequence, trust is also
the same, and both parties must face a probability of election equal to % Hence, we focus
on the case in which exactly one party has a democratic structure. Suppose this is party
L. From Lemma 1, and given that ¢; = g7, in equilibrium, we have:

* * _1+2qz_(qz>2_q}k%
T, = Toy = 4 ?

T = 1-27m},.
In equilibrium, (the democratic) Party L’s probability of winning is thus given by:
PL(D.€) = plry, +7,] + (1 -p)1* (Eqr,Eqr)
= 2pr, + (1 —p)1” (Eqr,Eqr) . (10)
Party R lets a leader run uncontested, and its probability of winning is given by:
Pr(D,&) = prk+ (1—p) [1 — 1" (Eqzr, Eqr)]
given that P; (D,&) + Py, (D, &) = 1.

When party R is entrenched, the rank-and-file in party L prefer the democratic struc-
ture whenever it increases the probability of winning, that is, when P} (D,€) > 1

2
Pp(€,6) =P (D,D).

We can now fully characterize the conditions under which a party chooses the demo-

cratic structure. The parties’ probability of winning is summarized as follows:

Democratic Entrenched
Democratic (3:3) (P} (D,€), 1—P; (D,£))
Entrenched | (P} (£,D), 1 —Pj (€,D)) (%, %)

It is clear from the matrix that as soon as P} (D, &) = Pj, (€, D) is greater than 1, the
dominant strategy is for both parties to adopt a democratic structure. This leads us to

our second proposition:
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Proposition 2 When politicians are pure office seekers:

a) for p < p(

for both parties to choose the democratic structure;

a/w), and independently of the value of w, the unique Nash equilibrium is

b) for p > p and w < 5 /4, we have P; (D,E) > % Hence, the unique Nash equilibrium is
for both parties to choose the democratic structure;

c) for p > p, and w > 5a/4, there erxists a value p > a/w such that the unique Nash
equilibrium is for both parties to choose the entrenched structure for any p < p < p and

the democratic structure for p > p.”

Proof. See Appendix. =

When making their decision, parties take into account both the effect on the incentives
of politicians and the probability that information is revealed. When the external valida-
tion mechanism is weak (p small), parties are primarily interested in obtaining the trust of
the voters: realized quality is rarely revealed, and voters mainly use their expectations to
cast their ballot. In that case, the trust goes to the structure which provides the highest
individual incentives. Thus for p small enough (keeping w and « constant), the democratic

structure is chosen since it provides higher-powered individual incentives.

As the external validation mechanism improves (p becomes large), the comparative
advantage of the democratic structure decreases. However, the importance of trust also
decreases, since information about platforms’ quality is more likely to be revealed. This
leads to a continuous decrease of the probability of winning for a democratic party facing an
entrenched party, up to p. In p = p = a/w, individual incentives become identical across
structures and trust is thus equally shared among parties. The probability of winning is
therefore discontinuous in that point. It suddenly decreases because the democratic party
loses voters’ trust. That drop is immaterial if the resulting probability of winning remains
higher than %, or if the point of discontinuity requires that p increases above 1 (in the
latter case, trust remains with the democratic structure for any level of p € [0,1]).8

Proposition 2 shows that whether or not the probability of winning drops below %

depends on the values of w and a. When w < 5a/4, the loss of trust occurs at a relative

large value of p, and has therefore limited impact on winning probabilities —the value of

"Note that  may well be larger than 1. In that case, (£,€) in the unique equilibrium Vp > p.
81n a model with probabilistic voting, the discontinuity is replaced by a gradual shift of the voters’ trust

from the democratic structure to the entrenched one. Yet, this does not affect the qualitatitve nature of

our results.
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being trusted is relatively small anyway. For that reason, we find that the probability

of winning remains larger than % for the democratic party. In this case as well, the

democratic structure is always preferred. This is part b and it is illustrated in the left

panel of Figure 3. When w > 5a/4, the loss of trust may become prohibitively costly. At

the point of discontinuity, losing the voter’s trust necessarily implies that the democratic
1

party contemplates a winning probability below 5. This can be seen in the central and

right panels of Figure 3: in equilibrium both parties choose an entrenched structure for
p € (p,D)

These results demonstrate that trust in a democratic party is always a sufficient con-
dition to obtain (Democratic, Democratic) as the only Nash equilibrium. At the time of
the internal election, a democratic party always has two options (candidates) to choose
from. If incentives are stronger in the democratic structure, each of these two options
are better than the only draw available under entrenchment. Hence, the probability of

winning must be larger than 1. However, trust is not a necessary condition. When ef-

3
fort provision is lower in the democratic party, the rank-and-file face a trade-off: opting
for internal democracy reduces the expected quality of each individual platform, which
implies that voters’ trust is lost. Yet, they can still select the best of two candidates.
When qualities are observed, this possibility of selection is an advantage, which explains

why winning probabilities can be larger than % despite the absence of trust, as seen in the

central panel of Figure 3, for p close enough to 1.

w=1.2 w=1.5 w=2
1 1 1
08 08 08
0.6 0.6 0.6
0.47 0.47 0.4
02 0.2 0.2
02 04 0.6 0.8 1 02 0.4 0.6 0.8 1 02 0.4 0.6 0.8 1

Figure 3: Probability of winning under democratic structure

Summing up, this analysis reveals that intraparty competition can be valuable in
two different scenarios. When interparty competition is low and the electorate is poorly
informed, intraparty competition provides better individual incentives, gives the party a
good image, and earns it the trust of swing voters. Conversely, when voters are very well

informed, gaining voters’ trust has essentially no value. Yet, in that case, a democratic
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structure has the advantage of facilitating the selection of the best candidate.’

4.1 Some Comments on the Voters’ Welfare

In the model, swing voters’ utility is increasing in the probability that the elected candidate
has a high-quality platform. That is, in the probability that at least one of the initial
candidates has proposed a high-quality platform. Clearly, this probability depends on the

structure of each party.

Two equilibria may arise: either both parties opt for an Entrenched structure or they
opt for a Democratic one. Under the former equilibrium, exactly two candidates exert
effort; one in each party. When realized qualities are observed, the electorate faces only
low-quality platforms with probability [1 —gp (£,€E )]2 Therefore, with probability 1 —
[1— gqp (€,£))%, voters can benefit from a high-quality platform. If realized qualities remain
unobserved, voters must select one candidate at random, and the expected quality of the
latter is gp (£,€). This implies that when both parties are entrenched, the swing voters’

expected welfare is given by:

W(EE) =p [1-1—ap(EEP] +(1-p)ar(E.£).

When both parties are democratic, the situation is slightly different: when realized
qualities are revealed, the probability that all candidates have low quality is: [1 — ¢p (D, D)]
When realized qualities are not observed, both the parties and the voters must select a
candidate at random. Therefore, his expected quality is gp (D, D). As a consequence,

when both parties are democratic, the swing voters’ expected welfare is given by:

W (D,D)=p [1-[1—qp(D,D)]*| + (1-p)gr (D, D).

Tt is also interesting to relate these results to the first Proposition in Caillaud and Tirole (2002).
According to their proposition, the higher is p, the better is the democratic structure (provided that the
latter maintains the incentives to exert effort). However, part d) in their proposition warns that these
incentives may be reduced when p is large enough. This holds when the behavior of the other party is
exogenous, and their results are independent of the other variables that characterize the election: neither
the marginal productivity of effort (1/« in our model), nor the perks from office (w in our model) influence
the outcome. By contrast, we show that these are the relevant parameters when competition from the other
party is not exogenous. Low external incentives (high « or low w and p) reduce the intensity of interparty
competition, and call for stronger intraparty competition. Next, in contrast to their results, intraparty
competition does not always improve party image: whether voters perceive the democratic structure as

superior or inferior depends on incentives (wp 2 ).
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Comparing these two welfare equations, one can check that an increase in information
quality may end up reducing voters’ welfare. The graph below depicts the electorate’s
welfare when both parties are entrenched (this is the lower dashed curve), when both
parties are democratic (this is the upper dashed curve) and when both parties follow their
equilibrium strategies (this is the solid curve) for the case w > 5a /4. The preferences of
the electorate and those of the two parties are perfectly aligned for small values of p (one
can show that this holds for any w and «). Yet, when p rises above p = a/w, both parties
switch to the entrenched structure, and voters’ welfare is reduced: improved information
harms them. Indeed, parties change structure only to attract the voters’ trust. Yet,
the lower number of candidates available more than offsets the gain from (slightly) higher
individual equilibrium effort provision. Spelled differently, even though parties choose their
governance structure with the sole aim of maximizing their probability of winning, their

equilibrium choices need not coincide with those that maximize the electorate’s welfare.

Figure 4: Voters’ welfare

Last, we can compute the expected welfare of voters for the out-of-equilibrium situation
in which only one party has a democratic structure. More precisely, we are interested in
their welfare at the point p. From Proposition 2, all candidates exert the same level of

effort in that point. Hence:

W(ED) =W (D) = p(1-(1-ar(EE)°) +(1-5) ar(E,E)
> W (E),

which shows that, for p larger than but close to p, the equilibrium in party structures is

necessarily suboptimal from the voters’ standpoint.
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We can summarize the above discussion into the following proposition:

Proposition 3 Around p = a/w, whenever w > ba/4, that is if (D, D) is an equilibrium
forp < p and (£,€) is an equilibrium for p > p, then:

a) a marginal increase in p above D decreases voters’ welfare;

b) there always exists a non-empty set (p, s) within which the equilibrium governance struc-

ture is suboptimal for the voters.

Proof. See above. m

5 Ideological politicians

So far, we assumed that politicians are only motivated by personal ambition. However,
politicians are citizens: they have preferences over ideology, and winning an election is also
a means to other ends (whether career or policy). The goal of this section is to understand
how the ideology of politicians modifies their incentives and how this may in turn change

the effectiveness of party organization.

Under entrenchment, ideological preferences makes no real difference. A politician
benefits from election both for the perks of office and for being able to implement his
preferred ideology. Partisanship reinforces the value of being elected. In a democratic
structure instead, ideological preferences have a very different effect on politicians’ incen-
tives. The reason is that ideological politicians are also rewarded when they are not elected
but another member of their party is. This means that ideological preferences have a ten-
dency to soften intraparty competition. Even if he is not selected for the general election,
a politician benefits from his party’s victory. But ideological preferences also increase
the total value of winning the election, as in the entrenched case. Therefore the effect
on politicians’ incentives is not straightforward and depends on the degree of interparty

competition.

5.1 Pure Partisan Politicians

Let us start with an extreme case: suppose politicians are pure partisans, that is, set

K >0 and w = 0.1 We can adapt the results in section 3 to find the equilibrium efforts

10This formulation is in line with citizen candidates models, in which politicians share the same pref-

erences as the citizens (See Besley and Coate, 1997 and Osborne and Slivinski, 1996). In our case, that
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under an entrenched and a democratic structure. The first order conditions yield:

. K
agh(6) =
. pK .
agi, (D) = 22 (1-q3,)
Equilibrium efforts are:
. pK pK .
g = — D = 5 . 11
qr (€) 2a7QL( ) 2a+pK<qR() (11)

When politicians are pure partisans, intraparty competition always reduces effort. Hence,
a democratic party can never benefit from the voters’ trust if it faces an entrenched party.
The intuition behind this result is straightforward: under pure ideologic motivation, with
intraparty competition, each politician is tempted to free-ride on the other candidate from
his party, given that he only cares about his party winning the election. Since there is
no office-motivation, “who” gets elected is of no importance. All that matters is that the

party wins.

The probability of election of party L under (D, ) is then:

Pr(D,€) =

N3

(1+4q7(2-4q7) —dr), (12)

which is clearly smaller than % for p — 0. However, even though effort inside the en-
trenched structure is always higher than that in the democratic party, for values of p close
to 1, a democratic structure may still be chosen, to take advantage of the selection effect.
Let the value of p above which a democratic party is preferred because of the selection

effect as p. Then, we have:

Proposition 4 When politicians are purely motivated by ideology (w = 0), voters always
trust an entrenched party over a democratic one. The unique Nash equilibrium is that both
parties choose an entrenched organization for all values of p < p.

P is strictly smaller than 1 if and only if K < « (\/5 — 1).

Proof. That voters only trust the entrenched party is immediate from (11). Next, using
(11) and (12), we have that the democratic structure is chosen when: Pj (D, &) > 1/2.

Following the same steps as for the proof of Proposition 2, one can check that, if there
exists a value p such that P; (D,&) = 1/2, then 0P} (D,€) /Op > 0 for any p > p and
hence that P; (D,€) > 1/2, Vp > p. Therefore, it is enough to compute P; (D, &) in

would be the case if partisan voters were completely indifferent about the quality of platforms.
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p = 1 to verify whether there exist values of p such that Pj (D,&) > % Straightforward

computations then demonstrate the proposition. m

Proposition 4 tells us that when candidates are purely partisan, as soon as K is bigger
than some threshold, a democratic structure is always dominated by an entrenched one.
A democratic structure is chosen in equilibrium only if the advantage of selecting the best
of two candidates compensates the loss of incentives. This happens only for high values of
p (high probability that qualities are revealed) and K not too large (so that equilibrium

efforts are no too high).

We see that, taken in isolation, ideologic- and office-motivation have opposite effects
on the choice of effort by candidates. We now analyze the case in which politicians are

both partisan and opportunistic.

5.2 Office and ideological motivation

Adapting the previous calculations, it is easy to show that:

ai (€)= 4h(6) = 5~ (w+ K). (13)

As before, when structures are identical, the two candidates have the same expected
quality and each party’s probability of being elected is then equal to %.H We still have to
analyze the case of asymmetric structures.

An entrenched versus a democratic party

Assume that party L chooses a democratic structure. The expected utility of candidate

Ly in party L is:
w
UL, (P) = plre, - (w+ K) + 7y K]+ (1-p) 1(Eqz,Ean) (K + 5 ) —claz))-  (14)

Taking the first order conditions yields:

L —q, 3 —qp —qz,
agt =p Lig 2 7R w] . (15)
‘ 2 4
Then, using (13) and (15), when the solution is interior we get:
(D, €)= L& (w+ K),

* * a(4K+6w)—pw(w+K
ai, (D,€) = gj, (D, €) = f Lo pulut/0)

UThe computation of equilibrium efforts when both parties are democratic are unimportant for our

analysis but available upon request.
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It is clear that, in the entrenched party, office and ideological motivation have ex-
actly the same positive role on incentives. Effort is increasing in both w and K and is

independent of the expected effort of the candidate of the democratic party.

In the democratic party, incentives are more involved. From the first order condition
(15), we observe that equilibrium effort levels increase more in w than in K: ideological
motivation still induces free-riding. It is also noticeable that intraparty and interparty
competition now affect incentives differently. Higher interparty competition (a higher g¢7)

only appears in the term that depends on w.

The consequence of these three effects is that, in a democratic party, equilibrium
efforts are increasing in the perks from office w but that the effect of increasing ideology

is ambiguous:

Lemma 2 When politicians are office-motivated and partisan,

a) (Z% > 0 if and only if pw/a is small enough;

b) ((99(];? > 0;

¢) The impact of increasing ideology is higher on effort in an entrenched party:

Proof. See Appendix. m

Compared to the case with pure office motivation (see previous subsection), introducing
ideology makes the democratic structure less attractive. The first reason comes through
the fact that ideology gives additional incentives to all politicians. However, we have seen
that —everything else equal- a very competitive election makes a democratic structure
less appealing. The second reason is that the benefit of ideological preferences is fully
internalized by a candidate in an entrenched party, but not in a democratic party, because

of free-riding.

As in the analysis of the previous section (with purely office-motivated politicians),

the value of the parameters that equalize effort provision across party structures is very
ow

————. In p, efforts are
(w+ K)

important. We can show that this happens when p = p =

equal to ¢ = %MLK

Using this result, we can generalize the results of Proposition 2:

Proposition 5 When candidates are opportunists and partisans, then:
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1. forp<p (= %), the unique Nash Equilibrium is (D, D);

(w+ K)

2. for p > p, there exist values of w and K such that there exists a D > p such that for

pE (ﬁ,p) , the unique Nash equilibrium is (£,€); whereas for p ¢ (ﬁ, ]:)) , (D, D) is

the unique Nash Equilibrium,

3. for p > p and for all the other possible values of w and K, the unique Nash Equilib-
rium is (€,€).

Proof. Similar to the proof of Proposition 2. =

When the preferences of politicians become more ideological, or when competition
becomes more polarized, the ratio w/K decreases. What the above proposition shows is
that polarization shifts party organization away from democratic internal structures. One
implication is thus that extreme parties should rely more often on entrenched structures

than moderate parties do.

This prediction finds some support in Europe: it is clear that centrist parties contem-
plate more rotation of their leadership than extremist parties. For example, the name of
France’s Front National is hardly distinct from that of J.M. Le Pen. Similarly, communist
parties had very little internal competition at the time they were perceived as a credi-
ble threat to centrist parties. This cannot be ascribed to differences is party sizes only
(indeed, Le Pen’s party in France or Bertinotti’s Rifondazione Communista in Italy are

hardly small and marginal parties composed of a handful of members).

6 Conclusion

We proposed a model that opens the black box of political parties. This allowed us to
analyze how interparty and intraparty competition interact. Interestingly, we found that
two effects determine whether intraparty competition is valuable. First, a selection effect:
ceteris paribus, the party benefits from having a larger set of candidates. Second, an
incentive effect: creating competition among different politicians in the party may (or
not) induce them to exert more effort. This is how the organization of the party can

transform politicians into an “effective electoral machine” (Aldrich, 1995).

However, these two effects can also play against each other. This happens when the

perks from office are high and when polarization is strong. An implication of this result

25



is that extreme parties should prefer to entrench one “leader” at their head, whereas

moderate parties tend to benefit more from internal democracy.

Also important is information. When voters are well informed, only actual quali-
ties matter. Hence, whether or not intraparty competition is valuable depends on both
the incentive effect (individual candidates exerting more effort) and the selection effect
(increasing the number of candidates from which to choose). Instead, when voters are
ill-informed, the selection effect does not matter. Since intraparty competition generates

better incentives for the politicians, it is preferred by the parties, to improve their image.

These results allow us to shed light on the introduction of the direct primary that
changed American politics at the beginning of the 20th century. According to our results,
a drop in information quality should induce parties to favor intraparty competition. Tra-
ditionally, the explanation of the political science literature for the introduction of the
direct primary is that it had been imposed onto unwilling parties. More recently, Ware
(2002) instead argues that parties probably benefited from the introduction of this reform.
According to his account, the reform precisely took place when the quality of information

was worsening.

While our results explain why promoting intraparty competition is a Nash best re-
sponse, it is less clear why it may have been a coordinated best response. The details
provided by Ware are sufficient to explain this: first, state-administered primary elections
are also state-financed elections. Passing such a reform thus allowed parties to save sub-
stantial amounts of money for their campaigns. Second, the introduction of the primary
took place at a time when challengers were trying to reduce the advantage of incumbent
parties. The introduction of the direct primary was then a perfect opportunity to foreclose
entry: it warranted competition inside the party, and thereby weakened competition from

outside the party, typically by ‘entrenched’ competitors.

In Europe, run-off and proportional representation elections are more common. Myer-
son (1993) shows that under such electoral rules, it is easier for the voters to compensate
for ailing intraparty competition (‘corruption’ in the words of Myerson). What our results
add to this observation is that changes in external (interparty) competition tend to be
compounded by an endogenous change in intraparty competition. That is, when entry
is relatively easy for third parties, that is when interparty competition is strong, it may
be optimal to maintain relatively low levels of intraparty competition. Conversely, when

entry is more easily foreclosed, institutionalizing intraparty primaries may be the best op-
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tion. Hence, intraparty primaries and run-offs may somehow be substitutes, which helps

understand the diverging paths adopted in Europe and in the US.

Interestingly, the idea of replacing state-administered primaries with run-off (or: ‘open-
primary’) elections was on the agenda in California last year (Proposition 62, which was
rejected by 54% of the population. See also Kiesling and Reed, 2004). The opponents
to this reform argued that it would have “eliminated voter choice”, since two candidates
of a same party (or from an extremely undesirable party) could reach the second round.

The same *

‘voter choice” argument is however the main rationale for maintaining run-off
elections in, e.g., France. A more careful comparison of the relative efficiency of primaries
delegated to the parties vs. run-offs implemented by the voters themselves is clearly

interesting but is left for future research.

Last, note that our analysis focused on the impact of the organizational structure of the
parties on the incentives of politicians to improve their platforms. We voluntarily assumed
that all politicians have the same ability, and that ideologies were fixed. This allowed us to
abstract from adverse selection issues.!? Another important role of party organization is
to select the most promising candidate. Analyzing such an interaction between selection
and incentives is also beyond the scope of this paper but may be important to further

understand the mechanics of party organization.

12For a complementary analysis that considers adverse selection problems (but overlooks moral hazard

issues), see Carrillo and Mariotti (2001).
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Appendix: Proofs

Proof of Lemma 1

The equilibrium value of ¢* (£) was derived in (4). To derive equilibrium efforts in a democratic

party, we start from the reaction function (6):

. 3—aqp, — dp
¢p, (D) =pw ———, (17)

where P, P’ € {L,R}, P # P’ denote parties and i,j € {1,2}, ¢ # j denote the two candidates

from each party.

When both parties are democratic, we have that ¢pr = 1 — (1 — qpi/)2 and, by symmetry,
q¢* (D, D) must thus solve:
3¢ (D,D) - [1- (1-¢" (D,D))’]

*(D,D) =
¢ (D,D) =pw 1o ,

which yields (9).

When party R is entrenched, (17), becomes:

S—QZ(D,(C:)_%

* D —
q;. (D,€) = pw o ,

which yields (8).

Proof of Proposition 1

The proof for effort provision in the entrenched party is obvious. Turning to ¢ (D, &), we have:

dqy, 2402 — 8apw — p*w?

w
dp 20 (4o + pw)®

which is positive for any pw/a < 2(—2 4+ +/10). Since this inequality is satisfied for any pw/a < 2,

we found that % > 0.13

Turning to the second order derivative, we have:

d2 * 40 2
quz— wa3<0ifpw/a<2.
dp (4a + pw)

Hence, qj is found to be strictly increasing and concave in p. The proof is similar for w and .

Turning to the last part of the proposition, comparing (7) and (8), one finds that:
qr, (D, &) > q?%(,Dﬂg) & p<p=ajw,

which implies that 1 (Eqr,, Eqr,) = 1 (resp. 0) for any p < p (resp. p > D).

3 Furthermore, it is easily shown that this is also true for the complementary case pw > 2.
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Proof of Proposition 2

Using Lemma 1 and Proposition 1, if party L has a democratic structure and party R is entrenched,
we have:
dr <4y <
dr =4 (18)

qr > qr >

%
Il

DN = N = DN =
i}
Il
=

Hence, for p smaller than p, we have that 1~ (Eqr, Eqr) = 1, and, by (10):
P;(D,&) >P; (&, =1/2=P; (D,D) > P; (£,D).
Therefore, choosing D is a dominant strategy for any value of p below p. This proves point a).

For p larger than p, we have that ¢ > ¢7, and hence 1 (Eqr, Eqr) = 0. Therefore:
Pr(DiE)pwse = 207L, (47,597, 05) - (19)

Taking the limit of this probability for p approaching p from above, by (18), we have:

lim P} (D, &) = 2%

b
p—(a/w)t 8w

which is larger than % if and only if w < 5a/4. This implies that, for p approaching p from above,

the democratic structure will be preferred iff w < 5a/4.

However, to prove b and c¢ in the proposition, we still need to show how P; (D, E) behaves for
values of p above p. To this end, we focus on the the derivative of P; with respect to p and show

. . . . . 1
that it must be strictly increasing if P} > 3.

(19) and (7) imply:

dPr (D,€) Pi (D,€) o dgp  pw
2L\ o) LT 1— Y R
dp » +p(1—q1) dp A >0
P; (D,&) o dap 1
TLiZC) - = p
- B g s, (20)

where (20) is obtained by noting that pw/ (4a) < % for any value of pw < 2a. In (20), one sees
that the first term must be larger than 3 (since Pj (D,€) > 1 and p < 1), and hence that the

inequality does holds (since % > 0).
All this implies that, if w < 5a/4, (D, D) must be the unique equilibrium for all values of

p > a/w, which proves point b).

To prove point ¢), we follow the same steps: from the results above, for w > 5a/4, we have
that lim,_,,/,y+ Pf (D,€) < 1, and hence that (£,&) is the only equilibrium for p — (ajw) ™.
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However, if there exists some value § (> p) such that P; (D,€)|; = 3, then it must be true that
Pr (D,E) > % for any p > p, by the argument above (see (20)). Hence, (£, £) is the only equilibrium
for any p € (p,p) and (D, D) the unique equilibrium for all values of p ¢ (p,p) . This proves point

c).

Proof of Lemma 2

From (13) and (16), we have that: % = % = % > 0.

Next, let us compute the derivative of ¢j with respect to K :

dq; (D, &) 1 1602 + p?w? — 12apw
oK 2" o (4o + 2pK + pw)®

2,,,2
P 1222 5 0, that is iff 22 < 6 — 2/5 ~ 1.52. This proves
(8% (6% (6%

This is larger than zero iff: 16 +
part b.

oqy (D,€) - aq; (D, E)
0K 0K

pw pw
ap (D, €) (1-"— )+
0 (D, &) = ( 4a> % ’

D w
g (K+3)
+2a +2

Finally, it is obvious that . Rewriting ¢} (D, ), we find:

and hence that 9q; (D, E) /dqs (D, €) = (1 - %) / (1 + % (K + %)) which is smaller than 1.
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