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ABSTRACT

We construct a dynamic model of two-sided sorting in labor markets
with multi-dimensional agent and firm heterogeneity. We apply it to
study optimal party structure and the decision of how (de)centralized
candidate recruitment should be. Parties are non-unitary actors and
compete at the local markets over recruitment of competent candidates
and local organizers possess an informational advantage over the dis-
tribution of politicians” skill, which is positively related to electoral rent
generation. Party leadership has a dual objective: they want simulta-
neously to maximize a) the organization’s rents and b) their retention
probability. Thus, when deciding how centralized recruiting should be,
leaders face a trade-off: while delegating candidate selection to local
party organizations might increase the party’s electoral returns, it also
limits a leader’s ability to stack the organization with loyalists who are
more likely to retain her when she faces a (stochastic) leadership chal-
lenge. We characterize an equilibrium delegation rule with two key
properties: a) some high-skilled politicians may select into lower per-
forming parties due to ideological alignment, and b) more extreme and
incompetent leaders delegate less and as a result, survive longer at the
helm of a shrinking party. Thus, our findings highlight the slippery
slope to authoritarian and persistently "bad" leadership. Our model
can be applied to other labor recruitment settings.
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1 Introduction

In a representative democracy, the nature and quality of political selection is of

fundamental importance. The quality of politicians has attracted a great deal of

scholarly attention (Besley (2005); Dal B6 and Finan| (2018)), under the premise

that better political selection improves the quality of government. Indeed, a large
set of literature shows that decision-makers —from executives to individual mem-
bers of legislatures— can influence the outcomes of policy—makingEl

From a theoretical perspective, many authors have modeled political selection

processes as a result of self-selection by candidates and screening by voters (Besley,

(2004)); |Caselli and Morelli (2004)); |[Poutvaara and Takalo| (2007)); Mattozzi and|

Merlo| (2008); [Smart and Sturm| (2013))). However, in a representative democracy,

political parties also play a consequential role: they are at the core of citizens’
representation because they manage the political selection process across various
channels. Political parties have gate keeping powers over candidate selection, and
parties can either directly — through mechanisms such as list ranks in a closed-list
PR system— or indirectly —through, for instance, campaign contributions— influence
the electoral prospects of those candidates. Thus, the quality of democratic output
depends on how a party choose to structure and organize itself internally. Accord-

ingly, there are also formal models that bring in political parties that are strategic

in candidate selection (Carrillo and Mariotti| (2001); [Mattozzi and Merlo| (2015));

\Galasso and Nannicini| (2017))). One take-away from these approaches to political

1A large empirical literature inspired by the citizen-candidate models of (Osborne and Slivin-|
(1996)) and Besley and Coate| (1997)) has demonstrated how politicians’ characteristics matter
for policy. Studies concern, for example, the causal effects of political partisanship
(2004)), female representation (Chattopadhyay and Duflo| (2004); Clots-Figueras| (2012))), mi-

nority representation (Pande| (2003))), and politicians’ occupational background (Hyytinen et al.
(2018); Kirkland| (2020)), and politicians competence (Merildinen| (2022)) on policy outcomes.
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selection is that positive selection is far from obvious; for instance, less competent
individuals might have a comparative advantage at entering politics due to weaker
outside options or parties preferring less costly mediocre candidates. However, to
our knowledge, the formal theoretical literature has been silent about the role of
internal organization and rules that parties have in political selection.

In this type of framework, political parties have a consequential role: they are
at the heart of citizens’ representation because they manage the selection process.
But, just like any other complex organization, parties are structured internally
around some rules —in other words, they have an intraparty constitution. In turn,
a party’s internal structure will also determine the selection process. The decision
of whom to select to represent a political organization can be made centrally or
downstream. Hence, an important —yet unanswered question— remains: how are
such rules chosen and why? Which entity within a party gets to decide the process
that governs political selection? In the spirit of |Barbera and Jackson| (2004), we
are interested in the positive characterization of intraparty constitutional arrange-
ments.

We understand constitutions as a set of rules that govern the allocation of
decision-making power among the members of an organization —such as a political
party. To put it simply, the intraparty constitution determines the degree of
power-sharing (see e.g., Cakir (2019); Dewan et al.| (2015);|Acemoglu and Robinson
(2020)) between the members of the political organization. Thus, a more inclusive
constitution will entail more power-sharing and a larger percentage of decisions
delegated downstream (Invernizzi and Prato (2019)). This is what interest us:
what is the optimal degree of intraparty delegation in decision-making processes?

How much power would leaders delegate to downstream party members when it



comes to political selection?

Our second question is normative in nature. That is, we are also interested in
the welfare implications of delegation, leading us to question whether intraparty
power-sharing is good or bad for political selection. In other words, do ‘inclusive’
parties with higher degrees of power-sharing (i.e., parties that delegate more) select
higher quality politicians? What is the relationship between intraparty democracy
and the quality of democratic representation? As numerous cases demonstrate,
this also matters for the overall quality of a democratic polity. For instance, a
more decentralized candidate selection process might make it easier for a party’s
legislators to replace an incompetent or authoritarian leaderﬂ

To address these questions we build a dynamic model of two-sided candidate
recruitment and we endogenize the leader’s choice of how (de)centralized the se-
lection process should be. A leader cares both about maximizing her survival
chances (her retention probability should an intraparty challenge be staged), as
well as, about party electoral success because it reduces the probability of a lead-
ership challenge occurring. These, in turn, depend on the type and characteristics,
such as competence and loyalty, of the selected politicians/candidates. However,
there is an apparent tension: selecting purely based on a candidate’s competence
increases the chances of electoral success but also relinquishes control over the
identity /loyalty of the political personnel that is recruited.

We model the process of intraparty selection as follows. The party leader wants
to maximize her chances of staying in power, but, to some degree, this also depends

on making the right decisions in terms of selecting the party’s political personnel

2For example, recently in the UK both major political parties have replaced their leaders
following motions of no-confidence by their MPs.
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that maximize the party’s rents and probability of electoral success. Moreover,
parties compete with each other over recruiting the most talented politicians. In
turn, ‘regular’ politicians (that is, politicians who are not parachuted to the list
by a leader) also care about maximizing their (and consequently their party’s) re-
election prospects, but they also put some weight in their ideological match with a
given leader. Thus, they face a choice over which party to join. In other words, the
recruitment of political talent is a two-sided matching process, which we explicitly
model.

Our model unearths a key trade-off involved in deciding whether to organize
the selection process in a more decentralized manner. Since local party organiza-
tions hold an informational advantage over candidate recruitment, more delega-
tion increases the chances of electoral success, which is positively related to the
leader’s survival. At the same time, however, increased delegation also increases
the leader’s probability of being replaced since there will be fewer loyalists among
party ranks when a (stochastic) challenge arrives. In other words, delegating effec-
tive control, or real authority, over the party’s selection and recruitment decisions
is a double-edged sword: it helps the leader to reap the informational advantage
at the cost of relinquishing party control. The latter echoes —albeit in a differ-
ent setting— |Aghion and Tirole (1997) who link the delegation of real authority
in organizations with the structure of information. As a result, and due to its
general nature, our model also speaks to similar recruitment and personnel sorting
problems outside the realm of politics, as we discuss later in this paper.

Our main finding is that, in equilibrium, the degree of intraparty decentraliza-
tion (delegation) increases with a leader’s competence and ideological moderation.

In other words, more extremist and less competent leaders delegate less out of



choice not because of a character trait (although we find that incompetence is
relatively a bigger drag). This result offers several insights into the relationship
between intraparty constitutional arrangements and the quality of political rep-
resentation, as well as into democratic politics in general. First, we provide a
rational choice-based explanation of the link between authoritarian, non-inclusive
leaders and ideological extremism. Extreme centralization of intraparty power,
rather than mostly being a ‘character’ or psychological attribute of ideological ex-
tremist leaders, is predominantly a strategic choice made by them. Thus, our work
offers a possible link to endogenize the relationship between ideological extremism
and authoritarianism.

Second, we find that parties led by authoritarian leaders dynamically shrink
over time because they over-recruit from the pool of (and fill the organization ranks
with) less competent candidates (workers) and, hence, in expectation reduce the
party’s rent-generation ability and total assets while simultaneously increasing
the leader’s own survival probability. The latter observation also points to an
interesting feature of intraparty politics that we refer to as the ‘slippery slope’ of
intraparty democratic processes. This feature describes the idea that competent,
or moderate, leaders are likely to be replaced more frequently because they are
more likely to relinquish control over the party. That is, ‘good’ leaders fall victims
to their tendency to delegate, leading them to delegate much more, in equilibrium.
This novel insight, that comes from opening the black box of intraparty politics
and selection (Dal B6 and Finan| (2018))), is in our view another manifestation of
the general idea of the ‘narrow corridor’ of democratic politics (see |Acemoglu and
Robinson| (2020))) applied within a political organization.

The rest of the paper is organized as follows. In section [2| we present our



paper’s main contributions and its connection to the literature. Section [3| presents
the key ingredients of our model, while section {4| presents our main results and

comparative statics. Section 5 concludes.

2 Contribution and Relation to Literature

By providing a tractable dynamic model of two-sided matching, we highlight the
presence of a key trade-off between ideological match (similar to product homo-
geneity) and competence —for a regular politician— on the one hand and for party
(organizational) success on the other, which we model as maximizing the probabil-
ity of collecting rents. The insight we gain by exposing this trade-off is that there
exists a tension between organizational and individual (leader or politician) success
in terms of rents/wages collected. This tension gets amplified by multi-dimensional
agent heterogeneity and the stochastic, uncertain nature of the leader’s survival
at the helm of the party. Given how general in nature the above is, it can be
readily applied to various other economic settings, such as sorting in the labor
market, where these type of trade-offs are present. Thus, our work contributes to
the following strands of literature.

First, we contribute to the burgeoning literature on intraparty politics and the
role that parties play in the process of candidate selection (see e.g., Dal B6 and
Finan| (2018))F] Here, our contribution is twofold. First, we advance the literature
by explicitly modelling how the choice of internal party rules and constitutions

(selection/delegation rules) map into candidate selection and party success. To

3There are a few recent advances in the literature exploring the role of intraparty dynamics
(see e.g., |Cakir| (2019)); Buisseret et al. (2022); |[Matakos et al.| (2018])) on political selection but
from a different angle. Importantly, they do not endogenize the choice of the selection rule.
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our knowledge, this is the first paper that endogenizes the choice of a political
organization’s personnel recruitment procedures. Second, we formally model both
dimensions of competition (within and between parties) that political organiza-
tions engage with. To achieve this, we model the selection process as a two-sided
matching market, and we derive analytical solutions. This adds additional com-
plexity to the model, but in return, we gain useful insights that relate to the
‘narrow corridor’ of intraparty democracy and the strategic, non-idiosyncratic link
between authoritarianism and ideological extremism. This is a new insight in the
study of intraparty politics. What is more, our theoretical results are consistent
with recent empirical studies of populism, which find that while populism has large
economic costs, populist leaders can nonetheless be long-lasting (see e.g., Funke
et al.| (2020))). This is another way of understanding our model’s equilibrium where
extremist and incompetent leaders survive longer.

Furthermore, due to our choice to explicitly model the political selection process
as a two-sided competitive market, we can isolate and focus on the influence that
between-party competition exerts in political selection. The insight we gain from
this is that relatively more competent and moderate party leaders double-down on
decentralization and relinquish party control to local party organizations in order
to attract better political talent and thus improve the party’s election prospect.
The latter comes at the cost of party leaders being replaced more often, should
a challenge arise, since these leaders lack loyal, hand-picked allies among party
ranks.

Second, our work contributes to the literature on organizational theory in bu-
reaucracies. We endogenize the choice of the optimal structure of the organization

—in our case, how decentralized decision-making should be and the optimal degree



of downstream delegation of decision-making. In this sense, our work extends re-
cent advances on understanding state bureaucratic organizations by Dal Bo et al.
(2021) in a more complex setting since, unlike state bureaucratic organizations,
parties operate in an environment of both vertical (within) and horizontal (be-
tween) competition. In a different direction, it also extends work by Dewan et al.
(2015) who explore how ideology and information aggregation technology affect
optimal centralization of authority in executive decision-making and its impact
on policy quality. Our work also has important implications for span-of-control
literature (see e.g., Eeckhout and Kircher| (2012); |Akcigit et al.| (2018)); |/Aghion and
Tirole (1997)) and the incentives that managers and CEOs have to exert control
over key organizational decisions, such as personnel recruitment.

Finally, our work has broader theoretical implications for models studying the
labor market and the optimal sorting of heterogeneous workers into heterogeneous
firms (see Roth and Sotomayor| (1992) for a discussion on the tension between
centralized and decentralized matching in such markets). The majority of the lit-
erature analyzes the effect of production technology on sorting patterns of workers
of heterogeneous abilities into firms of heterogeneous productivities (see |(Chade
et al| (2017) and |[Eeckhout| (2018)) for recent surveys). While a few other papers
(Lindenlaub| (2017))) have studied sorting decisions with multi-dimensional agent
heterogeneity, our paper extends this work in two directions. First, we model
explicitly the firm’s (party’s) production (rent generation) function. Second, by
opening the black box of intra-organizational structure, we model heterogeneity
across the different tiers —local vs. executive leadership— of firm management.
Thus, we offer a richer set-up to study firms’ recruitment and production deci-

sions. The benefit from having a richer, more complex set-up is the ability to



understand how an organization’s decisions regarding its internal structure map
into its personnel quality and overall profitability. This is, to our knowledge, a
wholly new insight that we gain from our framework. While political parties are
ideal organizations to study these interactions, our model and its insights readily
apply to any organization that is characterized by multi-layer heterogeneity.

In particular, our work has many applications to cases where firms can have two
or more dimensions of heterogeneity (e.g., corporate culture/ missionﬁ and manage-
rial capacity). It can also easily be extended into a third dimension of heterogeneity
in which firms and organizations also differ in their productivityﬂ In our case, for
example, just like parties can be ideologically moderate or extreme, firms can be
more or less concerned about their corporate ethics (e.g., social responsibility, en-
vironmental imprint, or a strong stance against discrimination and harassment).
In turn, workers can have heterogeneous values for different types of firms. As
long as these ‘more intensely concerned’ agents are a minority overall, then our
theoretical framework could thus be readily applied, for instance, to firms with
and without environmental concerns. Our findings can explain why we see some
high-productivity workers in environmentally concerned firms, even though these
firms do not pay as much. Similarly, it could explain why some very productive,
highly skilled workers choose to work for the not-for-profit sector at lower salaries,
or are willing to accept a salary penalty in order to avoid working for a firm that

is considered to be ‘soft’ on tackling sexual harassment and discrimination (e.g.,

4Examples of corporate culture can include the degree of tolerance towards sexual or racial
harassment /discrimination practices, environmental concerns, social corporate responsibility, and
tax compliance practices, among other characteristics.

5An interesting feature of our two-sided labor market sorting model is that the workers’
(politicians’) wages are endogenously determined and depend on agents’ recruitment decisions.
Moreover, wages are purely performance-related.
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Folke and Rickne| (2022)).

In sum, our model brings to the surface a feature of labor market sorting: the
equilibrium behavior of workers (politicians) that sort into firms (parties) with
lower expected assets. This feature can be applied to multiple contexts. Further-
more, our work moves one step further and provides not only a comprehensive
theoretical framework for conceptualizing and measuring such trade-offs faced by
workers but also identifies how these decisions affect a firm’s personnel quality,

managerial turnover, and overall pmﬁtability.ﬂ

3 Model

This section develops a dynamic model to study the trade-offs a party leader faces
when deciding how much to delegate the selection of candidates to downstream
party organizations. While choosing how much to delegate, a leader aims to meet
her dual goals of maximizing the party’s electoral success while maintaining her
control over the party (i.e., maximizing her retention/survival probability). Del-
egating candidate recruitment to local party organizations potentially creates a
conflict between achieving these dual objectives. When she delegates, the local
organizations use their superior information of the local market to find the most
competent candidates to maximize the party’s electoral success. On the other
hand, such competent candidates may abandon the leader when a challenger runs
for party leadership. Inter-party competition at the local level affects this calculus:

local party organizations may well know who the most competent politicians are

SFor example, a testable implication of our model in the context of Folke and Rickne| (2022)
who find that workers are willing to accept a salary penalty in order to sort into a firm whose
executive leaders actively combat sexual harassment would be that managerial turnover occurs
less frequently in such firms, even if firm profitability is lower.
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but they get only what they can. That is, the most competent ones may prefer
other parties.

The model demonstrates a trait that we label the ‘fragility of democratic pol-
itics’. Less competent and more extremist leaders tend to stay in the helm for
a longer time because they fill the party with their loyalists to minimize the risk
of losing leadership. As a result, the average quality of party members deterio-
rates, and the party shrinks. On the other hand, more moderate and competent
politicians leave candidate selection to knowledgeable (local) party authorities.
By doing this, they allow their parties to prosper with high-quality party mem-
bers, while making their leadership status vulnerable to the challenges to party

leadership.

3.1 The Political Arena

Time is continuous. The political arena is fragmented into ideological subgroups
such as the left wing and the right wing, and we focus on an arbitrarily chosen
subgroup. There is a continuum of leaders who are a disjointed set from politi-
cians.The leaders differ from politicians by having the ability to lead a party. The
leaders are heterogeneous in their ideology and competence. A leader’s ideology,
denoted 7, can take two values: i) moderate, M, or ii) extreme, E. The probability
that a leader has a moderate ideology is p™. A party leader’s competence is rep-
resented by a parameter n which governs how productively she leads the party’s
resources. This productivity parameter is distributed uniformly with support on
[0,1].

Politicians are also heterogeneous in two dimensions: ideology and the amount

12



of political assets they have. Politicians’ ideology is assumed to have the same
distribution as party leaders’ ideology. The heterogeneous amounts of politicians’
infinitesimal assets, denoted by z, are distributed according to L(z) with positive
density ¢(z) > 0 on [0, 2™**].

We assume that there is a finite number of parties, indexed by k € {1,2,..., K}.
Each party opens measure 1 positions. To fill these positions, a leader may either
appoint his loyalists or ask for the help of local organizers. A local party orga-
nizer possesses information regarding the local electorate’s candidate preferences.
When a leader asks an organizer to select the candidates, the organizer uses his
locality-specific information to pick the candidates with the most productive po-

litical assets.

3.1.1 Timing of the political game

After parties as organizations (that is, leaders, organizers, and regular politicians)
have made their decisions, they compete with each other in openly contested and

repeated elections. We can thus summarize the timing of the events as follows.

1. A party leader selects the candidates, potentially with the help of local party-

branches.

2. A moderate (extremist) challenger to party leadership arrives with probabil-

ity oM (af).

3. If there is a challenger, each candidate votes to choose between the incumbent

and the challenger.

4. The challenger wins the leadership position if she earns at least half of the

13



candidates’ votes. Otherwise, the incumbent maintains her status as the

leader.
5. The party competes in the elections with its newly selected leader.

6. After the election, a new term begins, and steps 1 to 5 are repeated.

3.1.2 Payoff functions

A party’s objective is to maximize its total assets. Formally, total assets, denoted
Tk, are given by the sum of all members’ political assets. The total assets of a party
depend on all incumbent party leaders’ competence, ideology, and delegation rate
because the parties compete at the local level over the politicians. When a party
leader delegates member recruitment to the organizers, the organizers can use
their superior information about the quality of the local candidates to recruit the
highest quality individuals. However, when more than one party’s leader delegates
the member recruitment choice to their local organizations, then the organizers of
different parties compete at the local level over high quality politicians.

Let ¢ denote the share of party k’s members whose candidates are selected by
the organizers. The party’s expected total assets, x, are given by the following

expression:

Bz (®,N, 1] = 2P (®,N,T) + (1 — ¢)2-(®,N, T (3.1)

where ¢ = [¢17¢27 “'7¢K]7 N = [77177727 "'JnKL I'= [717ry27 77K] are the vectors of
competence, ideology, and delegation rates of each of K party’s leaders, respec-
tively. zP and 2l are the average assets of the members recruited by the organizers

and the leader, respectively. Note that z7 and 2} are not known until all party
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members are recruited. Section 4.5 derives the expected values of z”and z* in
equilibrium for each party.
The type-(7v,7n) leader of party k uses the party’s assets to run a political

campaign according to the campaign production function fy(xx(®, N, T")) such that
(@, NT) = 2](P,N,T). (3.2)

Equation 3.2 assumes that all that matters in campaign production is members’
total assets and the leader’s productivity.m Similar to span-of-control models, a
more capable leader can lead to more resources (Akcigit et al. (2018); [Lucas Jr
(1978); Eeckhout and Kircher| (2012)).

Let 4 denote a politician’s ideological match with the leader, with ¥ = 1 if
v; = v and ¥ = 0 otherwise. Politician i’s payoff with a type-(vy,n) leader, w;, is
a function of his ideological match with the leader and the leader’s competence,

0(i, ).
ui = 0(;,m) (33)

We assume that 6(1,7) > 6(0,n) and %Z’") > O.

Finally, a party leader’s payoff increases in her party’s campaign production of

7Although we assume that parties’ competition in their policies does not affect their rents,
we allow for the parties’ identities and the electorate’s party-specific preferences to affect the
parties’ vote shares, as explained in the next section.

8 A politician may drive both pecuniary and non-pecuniary utility from the party leader’s
competence. In addition to the pecuniary benefits associated with the increased chances of
winning an election with a more competent leader, a politician may benefit from the prestige and
the security of affiliating with a strong party. Instead of imposing structure on a politician’s utility
from a leader’s competence, we assume that the utility function translates into a politician’s
exchange rate between ideological match and competence.
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votes (rents).

w = fu(®,N,T) (3.4)

where f is defined in equation 3.2.

3.2 Competition Between Parties

This section explains how a party’s campaigning efforts translate into its vote
share. Let v, denote the utility voter ¢ derives from voting for party k in district
c at time ¢t. This utility is the sum of the party’s rents, f(¢,n); the voter’s ideolog-
ical match with the leader, 7;; the electorate’s unobserved, zero-mean, stationary
preference shock for the party at time t, &; and an idiosyncratic taste shock,

€ikct -
Viket = fk(q)a N7 F) + 6/1 + gkct + €ikct- (35)

When €1 is generated from an extreme value distribution as in the logit model,

the vote share of party k in district ¢ at time ¢ is

efk: (©7N7F)+ﬁ/2 +Eket

Zk:K: o €fE(@ND)+FFitEee

(3.6)

Vget =
Similarly, we can write a voter’s utility from not voting for any party and obtain
the share of people who do not vote for any party

65061&

SO e @ND) it e

Voct =

(3.7)
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Applying the Hotz and Miller| (1993)’s inversion theorem to equations 3.6 and
3.7, we obtain the relationship between the party-specific utility functions and the

vote shares,

log(Vier) — log(voet) = fu(®,N,T') — &oer + Eper- (3.8)

Notice that although a party’s size, zyx(®,N,T'), is time-invariant conditional
on all parties’ incumbent leaders and those leaders’ delegation rules, a party’s vote
share may change over time. This is because a leader’s stationary decision rule is

time-invariant, but voters have time-variant preference shocks for parties.

3.3 Value Functions

We next construct and analyze the value functions of a leader and a party mem-
ber. Conditional on the other party leaders’ types and delegation rates, T_j =
[®_j,N_j, 4], the lifetime value of party k’s leader depends on her ideology, 7,
delegation rate, ¢, and competence 1. Let ©» = [y, ¢,n] be the vector of state

leader

variables. The value of party k's type-(v,n) leader, V}; (v), is

1 /
leader leader /
Ve (T ) = Tfk(q%N,F)JrTler (1 —ay —ag) Vi (¥|T)
-~ W—/ ~~ N —~ J
value of a type-(y,n) leader who flow payoff - no challenge no change
delegates a share ¢ of positions discounter in leadership
hall M hall E
b ) ) R
S~~~ ~ ~~ —~ -
chs}l}lel\r/llge value of (v,7n) when chil}}e]gge value of (v,7n) when

M challenger arrives E challenger arrives

+ 0(7)} (3.9)
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Reading from left to right, the value a type-(v,n) leader receives when she
delegates the recruitment of a share ¢ of the candidates, V}/®" (1| Y _;), is the sum
of a flow payoff and a continuation value that she receives for an infinitesimally
small time period 7, plus a term o(7). The flow payoff, fr(®,N,T"), consists of the
party’s rents. The continuation value, which the leader weighs at rate p, weights
the expected values of three mutually exclusive events: not having any challengers;
having a challenger with ideology ~*, which occurs at rate o™; and having a
challenger with ideology ¥, which occurs at rate o”. When there is no challenger,
the leader receives the value of leadership, V;’e%" ()|Y_;), with the same state
vector v given the distribution of the types of other parties’ leaders, T ,. This
distribution may be different from its initial distribution if other parties’ leaders
lost a leadership challenge. The leader still has the same state vector because
her type-(7,n) is constant and she cannot change the delegation rate until a new
election cycle begins. When a challenger of ideology j, for j € {M, E}, arrives,

the expected value of the leader, Vi7*"97 ()|, is

challenge,j / _ j / leader’ / j / exit
Vi W) = @1 Vi (V[T,) + (1 =7/ ([Y2,)) Vi (¥) -
N ~ N ~~ 7\ ~~ 7 A -~ S N——
expected value of incumbent incumbent wins value of type-(n, ) incumbent loses 0
when challenged by 4 the challenge |gader who delegates the challenge

a share ¢ of positions

(3.10)

Reading from left to right, the value the incumbent leader receives when chal-
lenged by someone of ideology j, V*"9% (1)), weights the expected values of
winning and losing the challenge. If the leader wins the challenge, which occurs
with probability 77(¢)|Y’ ), the leader continues to receive the leadership value.

If she loses leadership, then she exits politics and receives the exit value, V¢ (1)),
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which is normalized to zero.

Next, notice that a leader’s lifetime value does not change when the other par-
ties’ leaders change, i.e. Ve (4| T_;) = Vileader' (4| X", ). This follows from our
assumptions regarding the timing of events. We consider ‘lifetime’ as the duration
between two elections. At the beginning of an election term, all leaders choose
their delegation rates and recruit members before any challenger arrives. During
the recruitment process, the distribution of leader types affects the party choices of
politicians. Once politicians are recruited to parties, they stay in their parties until
the next election term, even if party leadership changes. Hence, each party’s total
assets are fixed until the beginning of the next election term. Equations 3.2 and
3.4 show that a leader’s payoff function depends only on the leader’s competence
and the party’s assets. Hence, the leader’s payoff is fixed within an election termﬂ
Then, taking the limit as 7 — 0 and substituting equation 3.10 into equation 3.9

and rearranging the terms, we obtain:

(1+p)fu(®,N,T)

leader —
Vv (YT ) = 1+p—(1—ay—ag)— (aMrM@p|T ) + OéEﬂ'E(l/J|T—k)).

(3.11)

Let n¥ (1)) be the equilibrium threshold ability type of an extremist challenger
such that 7 (|Y_xn > n¥(¥)) < 1. In other words, all extremist challengers
with competence ' > n¥(¢) are expected to beat the incumbent. Similarly,

define n* (1)) as the threshold ability type of a moderate challenger such that all

9 Notice, however, that a change of other parties’ leaders can affect party k’s vote share
through equation 4.6, but it does not affect the party’s campaign and its leader’s payoff, f(-).
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moderate challengers with competence 1’ > n™ (1)) can beat the incumbent. That
is, T (| Ykl = ™ (¥)) < 1. The equilibrium threshold types of challengers
who can beat the incumbent leader, n™ and n¥, are derived in the next section.

Here, we take them as given to write the value a regular politician receives in a

party with a type-(n,7) leader who delegates a share ¢ of the party positions

— M E
Vi(¥) = 7 w(¥) +7 5 (1-a” —a”) Vi(v)
N—— N—— —+ P ~ -~ 2 ——
value i receives w/a flow payoff e no challenge i continues to receive
type-(v,n) leader discounter the value w/incumbent
" [ 1 ™ (¥)
s | [ vineonssase [ s
challenge M () L0 )
L\ ~ ) -~
by an M value with M challenger incumbent beats the challenger
who can beat incumbent i receives the value w/incumbent
= [ 1 " ()
s @8 | [ vmemaa+ [ viwds ) 4ol
challenge L 17 (1Y) _ L0 ~ _
Vv
by an E value with E challenger incumbent beats the challenger
who can beat incumbent i receives the value w/incumbent

(3.12)

Reading from left to right, the value politician ¢ receives with a type (v,7n)
leader with delegation rate ¢, V,(v), consists of the sum of a flow payoff and a
continuation value that she receives for an infinitesimally small period 7 plus a
term o(7). The flow payoff is defined in equation 3.3. The continuation value,
which the politician discounts at rate p, weights the expected values of three mu-
tually exclusive events: the incumbent not being challenged, being challenged by
a moderate-ideology competitor, or being challenged by an extremist competitor.
When there is no challenge, which happens with probability (1 — o™ — aF), the

politician continues to receive the value he has with the incumbent, V(). If the
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leader is challenged by a moderate, which occurs at rate o, the leader may lose
or win the challenge. If the challenger wins, which happens when the challenger’s
competence level, s, is such that s > n™ (1), the politician receives the value the
challenger provides, V;(M,¢(M,s),s). If the incumbent wins, politician ¢ con-
tinues to receive the value from the incumbent, V(). Similarly, if the leader is
challenged by an extremist competitor, which occurs at rate o, the challenger
wins if her competence level, s, is such that s > n¥(1)). Then, the politician re-
ceives the value the challenger provides, V;(E, ¢(E, s),s). If the incumbent wins,
politician ¢ continues to receive the value from the incumbent, V().

Taking the limit as 7 — 0 and rearranging the terms in equation 3.12, we

obtain

(L4 p)us() + M [ Vi(M, (M, ), 8)ds + o [ Vi(E, ¢(E, ), 5)ds
p+a +aFf —aMpl(y) — aPyP(y) ‘

(3.13)

3.4 Solving the Leader’s and the Politician’s Problems

With value functions in place, we now proceed to solve the leader’s and a regular
politician’s optimization problems. Recall that a leader wants to maximize her
probability to survive a challenge to her leadership position, while the politician
chooses a leader if a leadership challenge is waged in order to maximize electoral

rents (i.e., the probability of re-election). We start with the leader’s problem.
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3.4.1 Probability of winning a leadership election

We first must derive an incumbent leader’s probability of winning the election
against a challenger. To do this, we conjecture an equilibrium in which, given the
delegation rate of each leader type, a politician’s lifetime value maximization prob-
lem translates into deciding the threshold challenger competency level they prefer
over the incumbent leader. The threshold challenger type depends on the ideology
of the politician, leader, and the challenger. An incumbent leader computes the
probability of surviving a challenge by integrating over the probabilities that each
type of party member chooses the incumbent over a Challenger.m

When a type-(,n) party leader delegates a share ¢ of party positions, the party
members recruited by the party organizations vote for the leader with probability
OM(QF) when a moderate (extreme) challenger arrives. The share (1 — ¢) of
loyalists choose the incumbent in any challenge. Therefore, the probability that a
type-(v,n) party leader who delegates a share ¢ of party positions wins a challenge

is

T (WY k) = (1= @) + oY (YT 1) (3.14)

when the challenger is a moderate, and the leader’s probability of winning is

T[T k) = (1= ¢) + Q" (¥|Ts) (3.15)

when the challenger is an extremist. The next section derives Q¥ and QM.

10While choosing the delegation rate, each leader, in turn, considers the probability of win-
ning a leadership race given the probabilities of each member preferring them over a challenger
conditional on the chosen delegation rate.
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3.4.2 A regular politician’s choice in leader

This section derives the probability that a regular party member prefers the in-
cumbent leader over a challenger. To do this, we compare the lifetime value of
party membership (in equation 3.13) provided by two competitors in four different
scenarios.
Case 1: A type-(M,n) leader vs a type-(M,n') leader such that n > 7/
Equation 3.13 shows that, if two moderate candidates compete for leadership,
the candidate with the higher competency level provides a greater value to both

the moderate and the extremist party members. Therefore, we have that

OM(M, ¢,1) = 1. (3.16)
———

probability that members choose an (M, n)-
leader over an M challenger

Case 2: A type-(M,n) leader vs a type-(E,7’) leader such that n > 7’

When a moderate leader competes against a less competent extremist candi-
date, the moderate and the extremist regular party members follow different rules
for choosing a leader. Equation 3.13 demonstrates that a moderate party member
chooses the type-(M,n) leader because she provides both a higher payoff and a
higher continuation value. On the other hand, an extremist party member has a
greater payoff from the ideological match of the extremist candidate and a greater
payoff from the competence of the moderate candidate. While we do not impose
structure on the functional forms of the payoff from these two components of a
politician’s utility function, we conjecture an equilibrium in which an extremist
party member chooses type-(E, ') leader if / < n— cF and chooses M otherwise.

Let a™ be the share of moderate party members. We have:
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J/

Q¥ (M, ¢,nln > n') = @l +{1-dh) (=) Ly

TV
probability that members choose an M members share of E prob that E members if the M leader

choose M leader

(M, n)-leader over an (E,n’)-challenger w/prob. 1 members prefer the M has sufficiently
when n > 7/ over the E leader high 7
(3.17)
where ¢ > 0 determines an extremist party member’s exchange rate between

ideological match and competence. Note that ¢ > 0 is an equilibrium value that
cannot be pinned down unless more structure is imposed on a politician’s payoff
function.

Case 3: A type-(M,n) leader vs a type-(E,7’) leader such that n <’

When a moderate leader competes against a more competent extremist candi-
date, the moderate and the extremist regular party members follow different rules
for choosing a leader. An inspection of equation 3.13 shows that an extremist party
member chooses the type-(E,n) leader because she provides both a higher payoff
and a higher continuation value. On the other hand, a moderate party member
may or may not prefer the moderate leader depending on whether the extremist
challenger’s competence is high enough to compensate for the lack of ideological
match. We conjecture an equilibrium such that a moderate party member chooses

type-(E,n') leader if ¥ > n+ M and chooses M otherwise.

E / _ M M
9 <M7¢777|7]<77) - \O/_/ + a (1_7]—0 )/ 1{1,,770M>0}
il o . ; E members share of M e g
probability that members choose an prob. that M if E has
, choose E leader members : ’
(M, n)-leader over an (F,n’)-challenger w/prob. 1 members prefer sufficiently low n
when n <7/ M over E

(3.18)
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Case 4: A type-(E,n) leader vs a type-(F,n’) leader such that n >/

Similar to case 1, an inspection of equation 4.16 shows that, if two extremist
candidates compete for leadership, the candidate with the higher competence level
provides a greater value to both the moderate and the extreme party members.

Therefore, we have that

QOF (B, ¢,n) =1. (3.19)
~———

prob. that members choose an (E,n)-
leader over an E challenger

Finally, a moderate leader’s unconditional probability of winning against an ex-
tremist candidate, QF (M, ¢, n), weights the conditional probabilities in equations

3.18 and 3.19 with the probabilities of these events occurring

QP (M, ¢,n) = (1 —n)Q"(M, ¢,nln <n') +nQ° (M, é,nln >n').  (3.20)

4 Results

We are now ready to present our main results and derive the optimal delegation
rule. We start by characterizing the solution to local organizations’ recruitment

problem if, of course, given the option by the leader.

4.1 Local Organizations’ Competition over Competent Can-

didates

We can now formally derive a party’s total assets by modeling the local organizers’
competition over the competent candidates given each party leader’s type and

delegation rule. First we conjecture an equilibrium. That is, we temporarily
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assume —and later show that this holds in equilibrium— that a more competent
leader delegates more.
Congecture 1. The share of delegated positions, ¢y, is increasing in leaders’

ability n.

When multiple parties’ leaders delegate the recruitment decision, the local
organizers of these parties compete to recruit the most resourceful candidates. The
outcome of the parties’ competition over politicians is determined by politicians’

preference for the parties and is summarized by the following remark.

Remark 1. The likelihood that a regular politician joins party k with a type-(v,n)
leader is:

1. wncreasing in the leader’s competence 7,

2. increasing in the leader’s delegation choice ¢y, and

3. increasing in the degree of their ideological similarity (that is, decreasing in

the distance between ~ and their ideal point)

The above (points 1 and 3) follow immediately by inspection of a politician’s
value function (equation 3.13) and conjecture 1 (point 2). It simply says that a
politician prefers a party with a leader who is more competent, delegates more,
and is a close ideological match with him.

Therefore, the first two criteria in a politician’s preference for joining a party
overlap. However, as described in section 4.5.2, a politician may prefer a leader
with a better ideological match to a more competent leader. As a result, leaders’
competency ranking alone cannot determine the preference ordering of competent
politicians for parties. In other words, Remark 1 characterizes the tension in a

politician’s party selection criteria.
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In turn, the organizer of party k£ aims to recruit the most resourceful politi-
cians. However, because of the competition over the competent candidates and
the possible insufficient supply of the most competent candidates, the organizer
ends up recruiting a distribution of politician types who are just sufficient to fill a
share ¢ of the party positions. Party k recruits the most resourceful candidates
who prefer joining party k over all other parties that are trying to recruit them.
The assets of the recruited politicians may differ by politicians’ ideology because
the candidates’ preference-ordering for parties, and, hence, availability for party
k, depends on their ideology. The following result characterizes the total share of

politicians who are successfully recruited locally and join party k.

Proposition 1. Let zM(Y) and zF(Y) be the highest types of moderate and ex-
tremist candidates recruited by party k’s organizations, respectively. Similarly, let
2Y(T) and 2E(T) be the lowest types of moderate and extremist candidates re-

cruited by party k’s organizations.

Then, the total share of politicians who are recruited by organizer is given by

K (1) £ (7)
ok = Z (pM /M f(Z)der(l—pM)/ €(Z)d2>

z;, (1)

gt

max mazx
z

((2)dz + (1 —p™) / 0(z)dz(4.1)

min{z} (T),z3/ (1)} min{z5 (T).zi (1)}

Proof. First, notice that these threshold types depend on each leader’s type and
delegation rate, T (as defined in equation 3.1), because of the parties’ competition
for the candidates. Recall that a politician’s ideology is independently distributed
from his resources and that the share of moderate politicians is p™. So, the

joint distribution of M candidates is p™ ¢(z). The threshold politician ability types
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ZM(7), ZE(T), 2M(T), and 2E(T) are determined in equilibrium so that the or-

ganizers recruit a share ¢ of the party positions with the most skillful available

politicians:
" Z(T) " Z7(T)
oy =p l(z)dz+ (1 —p™) 0(z)dz (4.2)
Vo 2 (1) 2 (1)
share of positions ~ -~ N Y _
recruited by organizers share of M members share of E members
recruited by organizers recruited by organizers

Let oM 23 ... 23" be the parties with a moderate leader in decreasing order
of the party leader’s competence. Similarly, let 2% ,, 2%, ,, ..., 2% be the parties
with an extremist leader in decreasing order of the party leader’s competence.
Because a politician prefers a more competent leader, conditional on the leader’s
ideology, this ordering of parties also reflects a politician’s preference-rank of par-
ties for membership. However, depending on a politician’s exchange rate between
ideology and the leader’s competence, a politician may prefer a party with a bet-
ter ideological match to a party with a more competent leader. Therefore, it is
not possible to rank the parties by their total assets without having further in-
formation on the distribution of candidates’ types and preferences. Nevertheless,
because 3 and x¥ are the parties with the least-preferred M and E leaders, the
candidates recruited by these parties’ local organizers have the least amounts of
resources among all politicians who are recruited by an organizer. The result then
follows. [

With proposition 1 in place, we can now characterize a party’s total expected
assets. Recall that, when a leader recruits a party member herself, she randomly

samples from the full set of all available candidates, whose assets have a right-
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truncated distribution because as we have just shown the organizers have recruited
the most competent candidates. Thus, the total expected assets of party k, whose

leader delegates a share ¢, of party-candidate positions is given by expression:

ElaiY] = ¢z (T) + (1= én)z (1) (4.3)
where
Z7(T) z7(1)
op2l (1) = pM/ 20(z)dz + (1 — pM)/ 20(z)dz (4.4)
z"(T) zZ (1)
and
. " min{zy' (T),23/ ()}
1—¢p)z/ (V) = (1—09 ( P / 2l(z)dz
(1 — ¢r)z (1) (1— o) i (2)
total assets of share of loyal — probability that a ~~ -
loyal members members loyal member is M average asset
of an M loyal member
min{z% (1),z5 (1)}
) / zﬁ(z)dz).
N——r 0
probability that a ~~ -~
loyal member is E average asset of an

E loyal member

(4.5)

4.2 Leader’s Optimal Delegation Rule

After having characterized a party’s total expected assets, which also pins down
the party’s production function (see equations 3.1 and 3.2), we can then work our
way through the leader’s value function to obtain the optimal delegation rule, ¢j.
The latter is found by maximizing a leader’s lifetime value function (described
in equation 3.11) given her probability of remaining the leader (characterized in
equations 3.14 to 3.20), which, in turn, depends on the extent of delegation. Solv-

ing for the first order condition of a leader’s lifetime value in equation 3.11 with
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respect to delegation share ¢ yields the optimal delegation rule from the leader’s

perspective. The statement below formally characterizes the optimal rule.

Theorem 1. Let the production function of party k, fr, be characterized as in
(3.2). Then, in equilibrium, a type-(y,n) leader with v € E, M and n ~ [0, 1] and
a lifetime value function V(|_) chooses to delegate a share of positions equal to

the following expression

e p
fi  (1=QF@))ar + (1 - QM(Y))aM

¢ (V) (4.6)

where QE () and Q™ () are as defined in equations 3.16 to 3.20.

Proof. This follows straightforwardly from direct computations presented in Ap-

pendix B. [J

We can further substitute the production function (in equation 3.2) into equa-
tion 4.6 above to obtain the following analytical expression, which can be used for

the purposes of conducting comparative statics:

=GP =25 0= 1p( — QE))a® & p(1 — DV ())a |
" loss i;lrrents gain in Wim?i:lg prospects
k(W) =
0 if ¢ <0
1 if ¢ >1
(4.7)

As is apparent, the expression of the optimal rule captures the trade-off we have

described in the introduction: higher levels of delegation reduce the leader’s rents
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due to fewer loyalists (left fraction) but, at the same time, increase the party’s
and, hence, the leader’s own winning prospects. Thus, changes in any of the two
due to exogenous shocks will vary with the optimal delegation rule. We explore

such comparative statics in the next subsection.

4.3 Comparative Statics

We conclude the presentation of our results by conducting and commenting on
a series of comparative statics. The results are summarized in the propositions

below. First, we focus on politicians’ asset distributions.

Proposition 2. A leader is more likely to delegate when the variance of the assets

of politicians is bigger, and the mean of politicians’ assets is lower.
Proof. The result readily follows by inspection of equation 4.7. [

When the politicians’ assets have substantial variation, the gap between the

b 2L), widens,

assets of politicians recruited by the organizers and the leader, (z
which increases the returns to delegation. In contrast, a leader is less likely to
delegate when the probability of being challenged, o™ and o, goes up. Similarly,
a leader is more likely to delegate if delegated members are more likely to side

with her when a challenger arrives. The proposition that follows summarizes this

intuition and formalizes the conditions.

Proposition 3. The equilibrium delegation rule ¢*(.) is increasing: i) in leaders’
competence, 1, and i) in leaders’ probability of winning a challenge, QF(.) and

QM (), for any given ideology v € E, M.

Proof. The result follows from direct computations, presented in Appendix B. [J
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In other words, more competent leaders and the leaders who have higher re-
tention, or survival, probability are more likely to delegate. It then follows that,
when the share of extremist politicians is lower than the share of moderate ones,
moderate leaders are more likely to win a leadership contest.

This final comparative static characterizes a pattern we call, the ‘slippery slope’
of democratic, intraparty politics. The less competent and the more extremist lead-
ers tend to lose democratic leadership competitions because they cannot provide a
high party membership value to politicians. To prevent the loss of their position,
such leaders tend to fill the ranks in their parties with loyalists. Loyalists typically
have fewer political resources than the politicians who are recruited by local party
organizers. At the same time, loyalists always side with the incumbent leader
when a challenger arrives. As a result of these facts, less competent and more
extremist party leaders tend to stay at the helm of their parties for a longer time
than more moderate and more competent leaders, despite these more extremist

leaders causing their parties to shrink under their leadership.

4.3.1 Some remarks on partisan welfare and efficiency

Given that in our set-up voters (and agents in general) have heterogeneous pref-
erences (e.g. over ideology), a classical welfare analysis from the point of view of
finding the socially optimal level of delegation, ¢°©, falls outside of the scope of
our paper. The reason is that since our game is ‘as if’ it were a zero-sum game,
any interior solution would be by definition lying on the Pareto frontier; everyone
would want to recruit the highest ability politicians for their ideologically pre-
ferred party. Moreover, since ‘good’ politicians are always selected as candidates

irrespective of the party/firm they eventually sort to, we are again in the Pareto,
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first-best frontier for overall welfare and politician quality.

Therefore, the only meaningful welfare analysis is one that takes the perspec-
tive of an ordinary party member, or supporter. This is because, while the derived
delegation rule is optimal from the perspective of the organization’s senior leader-
ship, this might not be the case for an ordinary party supporter. We take on this
point here, briefly, without conducting a full-blown welfare analysis.

To put it differently, we want to ask the following question: what is the ¢f
that maximizes a party’s total expected assets E[xg|(T)]? We assume that this is

the objective of the ordinary party supporter.E The answer is summarized below.
Corollary 1. The party-member’s optimal level of delegation is ¢f = 1.

Proof. Start from equation (4.3) and observe that expression E|x;|T] = ¢p22 (1) +
(1 — ¢x)2E(Y) is maximized when ¢, = 1, if and only if zP(T) > 2F(Y). By
inspecting (4.4) and (4.5), the latter is true when the following two inequalities
hold:

fj;(%) 2U(z)dz > fomm{gyw)é%@)} 2l(z)dz and fzg((;r)) 2l(z)dz > fomm{g?w)’gg(n} 20(z)dz

However, notice that the above are always satisfied since 23 (1) > min{z}/(T), 22 (7)}

and 2E(T) > min{z5(T), 2Z(Y)}, respectively. This completes the argument. [

The intuition behind this statement is that local party organizers always hold
an informational advantage regarding candidate selection. Thus, it follows directly
that the party-optimal level of ¢* is equal to 1. Or, in other words, the optimal

level is the full delegation of the selection process to local party organizers. But

" Notice that ¢, is determined in equilibrium; that is, it also depends on the choices of the
remaining k — 1 actors. For the purposes of this section, we apply a logic similar to an envelope
theorem, and assume that a party’s change in ¢, does not generate first-order effects on the
choices of the other parties.
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then, how does ¢ compare with the ¢;(.) that we have characterized in Theorem
1 (equation 4.7)7 It is straightforward to see that any interior solution will gener-
ically imply a value of ¢; strictly less than 1. The equilibrium level of delegation
is less than the party-optimal one; party supporters would have been better off if
all selection of political personnel was left to local organizers.

This exercise is simple in nature, but it does provide a useful insight regard-
ing the source of this inefficiency. There is an informational wedge between party
leaders and local organizers. While the latter have superior information, leaders’
personal career concerns prevent them from harnessing this informationf_?] which
is available to their organization, in order to improve the quality of political re-
cruitment and, hence, overall party assets. Documenting inefficiencies when the
information environment is asymmetric and agents have conflicting interests is not
new. Yet, it opens the black box of what type of constitutional arrangements
competitive organizations with multi-level heterogeneity should put in place to

maximize organizational performance. We take on this point next and conclude.

5 Discussion and Conclusion

Our work brings to surface two points that have broader implications that ex-
tend beyond intraparty politics and selection. Clearly, the ideology-competence
trade-off we have identified provides a strategic link between authoritarianism, or
a leader’s desire for more control, and ideological extremism. This, in turn, affects

the quality of political selection and democratic representation (see e.g. |Dal B6

2Tn other words, they choose to not delegate real authority over candidate selection (see also
Aghion and Tirole| (1997)) for an analogous argument).
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et al| (2017); Besley| (2005)); Besley et al| (2011))[F] But this ‘fragility of democ-
racy’ has broader implications as well in firms, bureaucracies, and organizations
with multiple aims. A straightforward application is in span-of-control literature,
where a senior manager’s or a CEQ’s priorities such as corporate responsibility,
environmental protection, or combating sexual harassment and discrimination can
affect the quality of personnel recruitment and the firm’s overall output. In other
words, our model readily extends to characterize the ‘slippery slope’ of corporate
structure in such environments. For instance, by virtue of the general nature of the
trade-off that we have identified, our model can extend to characterize both firm
behavior and managerial decisions in many oligopolistic markets, such as energy
firms, the shipping industry, and more.

Moreover, our work makes a contribution to modelling a two-sided political la-
bor market. Our model’s main results straightforwardly extend to cases where the
organization has multiple dimensions of ideological or identity concerns. Suppose
that v is instead a vector (71,72, ..., 7n) where in addition to left-right ideology
one cares about liberal rights (e.g. abortion), gender/racial discrimination, eth-
nicity, religion, environmental degradation, and other elements of identity. Our
model can readily identify the exchange rates between ability and these other di-
mensions. Moreover, it can lend itself to structural estimation which will allow us
to endogenously determine the relative importance of each of these v-dimensions
on organizational decisions and structure.

On a more normative account, our work also offers insights with respect to the

13This conclusion also echoes the well-known [Fearon| (1999)-Besley| (2005)) critique when there
is significant agent (politician or candidate) heterogeneity and principals (voters) have non-
common values. In our context as well, because some leaders if given authority over selection
cannot credibly commit to not choosing a loyal candidate over one that generates more electoral
rents, delegation can be welfare improving.
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so-called ‘slippery slope’ of decentralized democratic decision-making processes.
For instance, our findings highlight an apparent tension between higher levels
of delegating or outsourcing key decisions downstream while, at the same time,
retaining competent leadership at the helm —a trade-off that is directly linked
to organizational success. The latter has clear implications for optimal consti-
tutional design and/or organizational structure regarding the desired degree of
(de)centralization in decision-making. Put simply, in most set-ups characterized
by significant agent and institutional heterogeneity, the equilibrium level of decen-
tralization will generically be different from the one that maximizes organizational
success. The latter will only be attained under a very strict set of conditions, if at
all. Contrast this with the institutional arrangement of full decentralization under
any conditions preferred by ordinary organization members (i.e., those members
with no career concerns). Thus, our findings highlight the apparent tension be-
tween career concerns (at any level of management) and optimal constitutional
design in heterogeneous organizations. They also point to the fact that this slip-
pery slope is driven by the career concerns of leaders and politicians alike. Hence,
optimal constitutional designs should take these concerns and the forces they gen-

erate into account.
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Appendix A Auxiliary equations

A.1 A politician’s probability of winning a seat

In a winner-takes-all election system, the candidate of the party that gets the
highest vote share wins the seat that represents a district. So, the probability that
politician i in party k wins a seat in district ¢ at time ¢ with a type-(y,n) leader

who delegates the selection of a share ¢ of party positions is

Diket = Prob(Vket > Ve, Ym # k)
efk(n7¢)+£kct efm(n/’¢/)+§mct

— PTOb 176 Y > 174 — ,
ZS:O ef.s (77 No )+€5ct ZSZO efs (77 N0 )+€5ct

Vm # k)
= Prob (fk(n, ¢) + &ket > fn(0',8') + Ener, Vi # k‘) (A1)

We assume that the districts’ party-specific shocks, &, are distributed identi-
cally and independently across parties, districts, and time, i.e., g ~ 4.7.d.N (0, agk).

Then we have

Piket = Prob (fk(na qb) + fkct > fm(nlv ¢/) + gmctavm 7£ k)

- H Prob (fk’(na gb) + gkct > fm(n/a gbl) + gmcta\v/m 7£ k)

m#k
= H Prob (gmct - Skct < fk(777 ¢) - fm(n/a ¢/))
m#k
e fu(n,8) — fu(n', ¢') (A.2)

where ®(-) denotes the standard normal distribution function and /of + o7 is
the standard deviation of & — et

Equation A.2 derives politician i's probability of winning a seat in party k
in district ¢ at time ¢ with a type-(vy,n) leader who delegates a share ¢ of party

positions. Because the voters’ preference shocks for parties are drawn from a
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stationary distribution, this probability is constant over time.

Appendix B Additional Derivations

B.1 % and &%)
) =

dn
ﬁ—l(zm“m—uz) n—1pa(l—Q)
20 =0
dgp -~ 1 iz _m-1-n (1-p) L l—p dQ
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