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Abstract

This thesis examines the organisational transformation of the British Labour
Party since 1983. The main intellectual contributions are: (1) the development of a
rational choice model of party organisation; (2) an explanation Labour’s
organisational reforms, a subject that has attracted little academic attention.

An exchange model of party organisation is developed, focusing on leader-
follower relations inside parties. It builds on previous exchange models and extends
the approach to the issue of party change, on which some general propositions are
offered. The model is used to examine changes in leader-follower relations in the
Labour Party. It is shown that Labour’s historic form of intraparty exchange
consisted of that between the parliamentary elite and the leaders of the major trade
unions affiliated to the party, institutionalised in the ‘block vote’. Labour’s problems
with the unions in the 1970s and its subsequent electoral wilderness years persuaded
party leaders to reduce union influence to broaden the party’s electoral appeal.

The strategy was to enfranchise individual members at the expense of activist
cliques and unions. Three areas of decision-making are examined — policymaking,
parliamentary candidate selection, and leadership contests — and two trends are
evident: (1) the erosion of Labour’s federal structure, based on union affiliation and
its replacement by a unitary (individual membership) structure; (2) the centralisation
of power with party elites. A new form of exchange, between party leaders and
individual members, has increasingly replaced that between party and union leaders.
This has given Labour’s organisation a greater degree of electoral legitimacy by
reducing its reliance on the unions (who might extract policy concessions from
Labour governments). However, centralisation has gone so far that it is questionable
whether party activists and unions have sufficient incentives to remain inside the
party, supplying it with labour and finance. To this extent, the exchange model alerts

us to the possibility that Labour may no longer possess ‘equilibrium institutions’.
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1 Introduction

1.1 INTRODUCTION

In July 2001, the Labour Movements Specialists Group of the UK Political
Studies Association convened a conference on interpretations of the Labour Party.
The organisers’ aim was to ‘revisit and re-evaluate the relative strengths and
weaknesses of key interpretative approaches’ to the study of the party and thereby
‘better understand Labour’s past, present, and possible future’. Conference papers
covered the ideology and history of labourism, reflections on the Marxian analyses of
Ralph Miliband, Tom Nairn and Perry Anderson, an application of cultural theory to
the party, and an explanation of the Labour Party-trade union link in terms of social
norms. Rational choice theory was not represented at the conference. Indeed, one
participant asserted: ‘the rational choice model, taken alone, affords little

illumination on the operations and dynamics of the Labour Party’ (Shaw, 2001b).

The present thesis disagrees fundamentally with this last remark and shows
that rational choice can in fact shed considerable light on the Labour Party. It
explains the functioning of Labour’s internal institutions and offers an account of
why party leaders felt compelled to reform them after 1983. This was the beginning
of Labour’s ‘modernisation’ and is a contentious period in the party’s history. This
opening chapter establishes the remit of the thesis. In section 1.2, I briefly overview
existing work on Labour’s modernisation. In section 1.3 I state the aims of this thesis

and justify its focus before outlining the subsequent chapters in section 1.4.

1.2 EXISTING WORK ON THE LABOUR PARTY

Existing work on the Labour Party since 1983 covers most of the changes in

policy, organisation and strategy the party has undertaken with the emphasis on
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policy changés. The present thesis is concerned solely with organisational changes
but argues that the latter were motivated by a desire to make the party more electable
by easing internal constraints on policy. Labour’s modemisation involved
abandoning leftwing policies in a range of areas, including defence, European
integration and the economy. All were important but Labour’s changes to its
economic policies were perhaps the most significant and have elicited the most
attention by academic commentators. Much of the debate has been normative,
discussing Labour’s relationship to social democracy or whether it made too many
concessions to Thatcherism. Labour’s policy shifts are not the focus of this thesis but
they have some related importance to the extent that they were motivated by electoral
considerations. These competing accounts can be categorised by whether or not they
regard Labour’s changes as necessary and/or desirable. Leftist critics such as Hay
(1999) and Heffernan (2001) find the changes undesirable and unnecessary. They
suggest Labour could have won with radical policies if it had tried persuading voters
of its case. Marxisant followers of Ralph Miliband find the changes undesirable but
an inevitable response to the economic and electoral constraints on reformist social
democratic parties (Panitch and Leys, 1997; Coates, 2001; Coates and Panitch,
2001). These writers hold a normative commitment to the manual working class and
find Labour an extremely limited vehicle for change. More sympathetic observers
such as Martin Smith and Mark Wickham-Jones find the changes, to varying

degrees, both necessary and desirable though more recent changes are criticised.

In an exchange with Hay and in other articles, Smith has defended the cause
of Labour’s modemisers (Smith, 1992, 1994a, 1994b, 2000; see also Smith and
Spear, 1992). He suggests the left’s programme and strategy were discredited by the
election defeat of 1983 and that Labour had to transform its electoral, party and
governing strategies. This entailed appealing to middle class voters, centralising
power in the party and adopting economic policies that fit with the realities of
globalisation (Smith, 2000: 144-50). Economic policy has been at the centre of
debates about Labour, with observers such as Wickham-Jones (1995a, 1995b, 1996,
1997) arguing that economic circumstances made the abandonment of radical
policies inevitable. This view is based on the ‘structural constraints’ theory of social
democracy (Przeworski, 1985) whereby social democratic governments are

constrained by the need to maintain corporate profitability. Failure to do this can
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precipitate capital flight, unemployment and a fiscal crisis of the state. The thesis has
been attacked by Hay who claims that it implies a ‘logic of no alternative’ for social
democratic governments and leads them to accept the new right’s neo-liberal agenda
(1999: 149, 175). However, structural constraints are precisely that — constraints —
whereas the ‘logic of no alternative’ is implied only by structural determinism, which
neither Przeworski nor Wickham-Jones advocates. A constraint involves a restriction
on freedom but rarely a total negation of it (e.g. a dog is constrained by its leash).
That much is obvious from Przeworski’s original discussion, in which he argued that
socialist parties went along with the strictures of neo-classical economics until the
1930s but then discovered Keynesian techniques of demand-management, enabling
them to secure material improvements for workers under capitalism. Hay’s argument
illustrates the entangling of normative and analytical debates evident in much work
on the Labour Party. The present thesis eschews normative arguments, focusing

instead on what did happen and why rather than whether it should have happened.

In contrast to Labour’s policy changes, its organisational transformation has
received less attention. An older literature exists on the distribution of power in the
party, centred round the famous ‘McKenzie thesis’ of domination by the
Parliamentary Labour Party (PLP) (McKenzie, 1964, 1982; see also Minkin, 1980;
Kavanagh, 1985, 1998; Brand, 1989; Beer, 1982). This thesis is examined in Chapter
5. The major source of contention was over whether PLP leaders were free of control
by the Labour Party conference. After 1983, this debate was overtaken by new
organisational developments, examined in a series of books and papers by Eric Shaw
(1988; 1994: 108-23; 1996; 2000b; 2001a). Shaw’s basic claim is that since 1983
Labour’s leaders have increasingly centralised power. He offers normative
arguments against this development and complains that the ‘one member — one vote’
(oMOV) reforms amount to centralisation through the back door. Shaw also
documents how party leaders have acquired increasing control over the policymaking
process. In this he is joined by Gerald Taylor (1997: 42-67; 1999: 9-25), who
complains that party members have been sidelined in policymaking.

A more sympathetic voice to the organisational changes is Patrick Seyd
(1993: 85-92), who claims they were a necessary part of making Labour electable.
However, Seyd also claims that recent reforms have ‘de-energised’ Labour members

and reduced the party’s campaigning capabilities (Seyd, 1999). Seyd, in
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collaboration with Paul Whiteley has also written a book and numerous articles on
Labour’s membership, based on large-scale surveys (Seyd and Whiteley, 1992;
Whiteley and Seyd, 1998a). These data are referred to in the present thesis. Labour’s
organisational structure has also been compared to other British parties by Paul
Webb (1994, 2000), who too points to the reality of centralisation-through-

democratisation though Webb’s account is largely non-normative.

One of the major areas of interest in this thesis is the reform of Labour’s
institutional links with the trade unions. The major account of the party-union link is
Lewis Minkin’s The Contentious Alliance (1992). Minkin is a staunch defender of
the link though he has accepted the need for reform. Minkin was a member of the
NEC’s trade union links review group in 1992-3 and aligned himself with the
‘traditionalists’ seeking limited rather than extensive changes. Minkin’s arguments
have been assessed by Steve Ludlam (1998, 2001a), who at first concluded a
‘divorce’ was likely but changed his mind after the first term of the Blair government
and the subsequent (temporary?) reduction in party-union tensions. Repeated
reference is made to Minkin’s work throughout the present thesis and its analytical

framework (based on norms and values) is critically assessed in Chapter 9.

In summary, a principal aim of this thesis is to fill a gap in the literature on
the contemporary Labour Party. Most existing work focuses on policy changes while
discussion of organisational reform is scarcer. There has been no book-length
analysis of Labour’s organisational transformation. The present thesis examines all
the major reforms and explains them within the framework of analytical models,

which together comprises a significant part of the ‘value-added’ of the thesis.

1.3 AIMS OF THE THESIS

This thesis utilises many of the arguments deployed in the accounts listed
above but it goes beyond them, integrating their insights into a coherent whole
structured round a rational choice model of party organisation. The aim is to explain
why Labour’s organisational structure changed so dramatically in the two decades
after its catastrophic general election defeat of 1983. I explore the external pressures
and intraparty forces that were instrumental in shaping the party. I do not employ a
great deal of primary sources, other than some published Labour Party documents.
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The primary contribution of this thesis is towards the development of theoretical
models that help us understand the processes of institutional design and change in
parties. Existing rational choice work on party organisation is utilised to fashion a
fuller model that sheds light on the competing pressures on intraparty actors. A major
aim of this thesis is to open up the black box of party organisation and connect it to

existing models of party competition, which have received more attention.

It might be objected that develbping a model on the basis of one case is risky.
However, I believe this approach can be justified. First, there are precedents in the
party organisation literature, the most celebrated being Roberto Michels’ (1962)
account of the German Social Democratic Party, on the basis of which the author
formulated his famous ‘iron law of oligarchy’. Second, although this thesis develops
theoretical tools that can be used to analyse any party, other aspects of it have a
narrower empirical reach. The model of party competition I utilise assumes a two-
party system. In practice, such systems tend to be the exception rather than the norm
(though this does not detract from their importance — many insights have been gained
by work on spatial models of two-party competition). This means there is a much
narrower range of cases available for comparison and besides, party organisations
and political systems vary considerably across states. Thus, the USA has a two-party
system but its parties have loose organisational structures in which the entire notion
of party membership is problematical. Alternatively, the Australian Labor Party is
similar in some respects to its British cousin but Australia is a federal state and uses a
preferential electoral system. The federal structure — replicated in the Australian
Labor Party, which is divided along state lines — complicates comparisons, not least
because the federal Labor Party is less developed than the state parties (Manning,
1996; Albanese and Robinson, 1996; Maddox, 1978; Overacker, 1968).

One of the advantages of using the British example is that given its electoral
system and unitary structure, the UK’s political and party system most closely
resembles the simple system used by Anthony Downs in An Economic Theory of
Democracy (1957), a text that provides the model of party competition used in this
thesis. To this, it might be objected that the UK is not really a two-party system
because the Liberal Democrats (or their forerunners) consistently achieve about one-
sixth of the votes in general elections. However, when we look at the allocation of

seats in the House of Commons, we do indeed find a largely two-party system: even
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in 2001, when the Liberal Democrats achieved the best result by a third party since
the 1920s, their 52 seats amounted to only 8 percent of the total, while the
Conservatives and Labour combined accounted for 88 percent of the legislative seats.
The assumption of two-party competition is thus a simplification but a justifiable
one, not least because two-party systems often exhibit strong centripetal tendencies,
an observation confirmed by the experience of the period under review. In Britain,
only Labour has undertaken comprehensive organisational change since the early
1980s, largely because it was electorally uncompetitive. The Conservative Party
could postpone change because it kept winning elections, though its landslide defeat

in 1997 prompted some organisational change with the possibility of more to come.

In short, the British Labour Party offers a unique study in comprehensive
organisational change in the context of a two-party system. However, this does not
mean that the lessons drawn from it are inapplicable to other parties. On the contrary,
many of its reforms have been replicated elsewhere and identified as contemporary
trends in party organisational development, ranging from the empowerment of
individual members in candidate selection, to new developments in policymaking
(Scarrow, et al., 2000; LeDuc, 2001). By focusing on the Labour Party, it is possible
to test the model’s explanatory power over a wide range of institutional reforms. One
caveat, however, is that even after the reforms, Labour did not correspond to some
ideal-typical party structure, which was somehow the endpoint of party reformers. I
argue that institutional change is a contested and negotiated process, whereby
outcomes reflect actors’ preferences, existing institutional opportunities and electoral
considerations. Rather than being an evolutionary process, party change also reflects
power struggles. The method of enquiry employed in this thesis is to examine
institutions before and after change and account for the motives of reformers. I
pursue the usual rational choice approach of analysing the range of outcomes
permitted by institutional constraints but I endogenise institutional design.

Institutional stability and institutional change are twin areas of concern in this work.

1.4 STRUCTURE OF THE THESIS

This thesis focuses on the main areas of institutionalised decision-making in

parties, namely candidate selection, leadership election and policymaking. In the
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Labour Party this means looking at the principal reforms to the national and local
structures. The unitary nature of the UK state ensures that the national decision-
making institutions of the Labour Party are pre-eminent though local bodies are
important in the selection of parliamentary candidates. Changes to Labour’s regional
structure are not considered because it has traditionally been of lesser importance.
Recently, regional bodies have been given a boost, first through UK devolution and
second through their representation in Labour’s new national policy forum.! They

may become the focus of future research in to the party’s organisational structure.

Before discussing the Labour Party, some theoretical issues are addressed. In
Chapter 2, I provide a brief account and justification of the rational choice approach.
Major rational choice concepts are introduced and key notions such as office-secking
politicians and imperfect information are explored. Critiques of both the approach in

general and its previous application to the Labour Party are evaluated.

Chapter 3 turns to the theory of party organisation, beginning with an
assessment of older theories. ‘Evolutionary’ models are rejected for the present study
because their focus is on long term transformations rather than the sort of
| incremental changes that are of interest here. Ware (1996) distinguishes between
electoral, institutional and ‘sociological’ accounts of party organisation, and while
each has some strengths, none can explain all the important aspects of parties.
However, these approaches inform the rational choice ‘exchange’ model that is
developed in the remainder of the chapter. The exchange in question is between
politicians and activists: politicians need activists to campaign for them and in return
for labour and finance, they offer policy promises. However, this exchange is non-
simultaneous and politicians face commitment problems over their willingness to
deliver activists’ preferred policies. Moreover, activists have different preferences so
they cannot all exchange resources for promises. To solve these problems,
institutions substitute for explicit market exchange. However, these institutional
solutions are not perfect because politicians promise policies for citizens’ votes.
Voters’ preferences are usually more ‘moderate’ than those of activists so politicians
require autonomy within parties in order to chart a course between the two. Tensions
between activists and politicians are never fully resolved and the latter may seek to
reduce their reliance on activists. Some propositions on party change are derived

from the analysis and are deployed in the thesis. Three propositions are of particular
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relevance to the Labour Party: (1) in two-party systems, electoral failure is a major
precipitant of change; (2) politicians prefer more autonomy from members and seek
change that achieves this goal; and (3) parties founded by or accountable to external
organisations such as trade unions, may suffer electorally if voters suspect their

policy promises lack credibility due to their external links.

I am not claiming that a new ‘theory’ is being offered here. No overarching
meta-theory of party change is advocated in this thesis. Instead, the explanatory
thrust is more short- and middle-range, developing and applying a set of analytical
tools, embedded in models, and which can in principle be used to study other parties.
The propositions I offer on party change are probabilistic rather than deterministic in
nature. An important reason for this is that party members have different preferences
over policies and institutions. Thus, parties do not simply follow an evolutionary
logic (though there will be evolutionary tendencies) because organisational change is
also shaped by internal power struggles. Since the balance of forces varies both
between and within parties over time, it is hazardous attempting to offer general
predictions for all parties. Institutional change may be precipitated by electoral
failure but rival intraparty actors will still negotiate over change. For this reason, it is
better for us to have analytical fools for exploring political mechanisms rather than

seeking a general theory of party development.

Chapter 4 begins the analysis of the Labour Party by applying the exchange
model to Labour’s pre-modemised organisational structure. Some historical details
are provided about the party’s emergence and growth and there are also accounts of
the coalitions for change that formed in the 1980s when Labour’s electoral fortunes
were at their nadir. The centrepiece of the chapter is an analysis of the trade union
block vote, a key internal institution in Labour’s decision-making bodies. The block
vote is normally regarded as an institution that facilitated oligarchic control of the
Labour Party, a claim largely accepted here. Less attention has been given to its
efficiency in safeguarding the supply of trade union resources to the party by linking
financial donations to voting power. This institutional arrangement with the unions
was a rational response by a party that needed union money and could not wait to

build up slowly an individual membership.

Chapters 5-7 examine the institutional reforms in the Labour Party since

1983. Each chapter begins with a rational choice account of the status quo ante,
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setting- out the types of behaviour and outcomes that the institutions produced.
Explanations are offered of why party reformers wanted to change these institutions
and then I describe the new institutions and why various actors were persuaded to
support change. One question the analytical tools developed in Chapter 3 are
deployed to address is: Why did the unions that bankrolled the Labour Party permit it
to change so fundamentally that their own material and organisational interests came

under attack? I return to this question in Chapter 9.

Chapter 5 examines Labour’s policymaking bodies. An account is given of
the policymaking structure in 1983, focusing on the annual conference and the
national executive committee (NEC). The relationship of this extraparliamentary
nexus to the PLP has been the traditional focus of debate about power in the Labour
Party. Shortcomings in this debate are highlighted and I argue that the absence of
direct enforcement mechanisms has been responsible for the PLP’s independence of
the annual conference. The new policymaking structure of the 1990s organised round
the national policy forum is analysed and shown to facilitate elite control of the
party, though not to the extent some critics have alleged. The guiding principles
surrounding reform have been to centralise decision-making power with the
parliamentary leadership and to give the policymaking process greater legitimacy by
directly reducing union input or undermining union-dominated bodies, such as the
annual conference. I show that the institutions were in need of reform but the new

structures risk depriving party members of any real influence over policymaking.

Chapter 6 analyses the selection of parliamentary candidates — the most
contested reforms of the period. Candidate selection is presented as a series of
intraparty screens enabling various actors to select or veto candidates. Many screens
have been reformed in the Labour Party since 1983 including not only voting rules
but also nomination rules and the powers of the centre. The major reform was the
adoption of OMOV and two stages in its progress are identified. First, party leaders
sought to reduce the influence of the activist left by enfranchising inactive (and
‘moderate’) members. The collective action problems faced by the latter effectively
meant that OMOV entailed centralisation-through-democratisation. However, it is
shown that the granting of voting rights carries dangers for a centralising leadership
unless the centre’s veto powers are strengthened. Second, OMOV signalled the launch

of an assault on the party-union link. Its achievement in 1993 marked a significant
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step away from Labour’s federal structure towards an individual membership

structure, which was deemed to possess greater legitimacy in the eyes of voters.

Chapter 7 examines Labour’s electoral college for leadership contests. I
sketch a principal-agent framework for understanding the constraints on political
leadership and apply it to Labour. In its original form, the electoral college was
dominated by the trade unions, even though they controlled only 40 percent of its
votes, because block voting enabled four or five large unions to sew up leadership
contests early on. The abolition of block voting and the introduction of OMOV
curtailed the power of union leaders in leadership contests. However, party members
did not really benefit at their expense. Instead, MPs and the media have assumed the
‘kingmaking’ role formerly played by union leaders. Once again, the changes
represented a big step away from Labour’s federal structure, as individual union
levypayers were enfranchised at the expense of their union leaders. The electoral
college has never really enabled party members to hold their leaders to account but is
instead a way of bestowing legitimacy on elected leaders. An appendix offers

reflections on the reformed structure of the NEC.

Chapter 8 addresses the issue of Labour’s organisational resources. The first
part of the chapter looks at trends in funding and membership levels. Labour’s
financial dependence on the unions decreased significantly during the 1990s but
individual membership remains fairly low despite a brief period of fast growth. I
argue that relying on wealthy donors is no substitute for union finance and that only
state-funding of political parties would enable the party to abandon the unions. The
second part of the chapter assesses Labour’s use of its resources in campaigns.
Labour made a deliberate attempt to switch to capital-intensive communication
technologies, thereby reducing its dependence on policy-seeking activists. I develop
a theoretical framework for understanding the place of communications in political
exchange and provide a brief account of the new techniques. Labour’s renewed
interest in constituency campaigning during general elections requires a core of

activists so party leaders cannot completely ignore the wishes of activists.

Chapter 9 concludes by reflecting on Labour’s organisational transformation
and the theoretical tools deployed in the work. I argue that two main stages are
apparent in Labour’s organisational overhaul. First, there were moves to centralise

power and undermine the leftwing activists in the 1980s. Second, the 1990s saw the
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erosion of the party-union link in many areas (accompanied by further
centralisation). The result is that Labour, from being a largely federal party with
some unitary features is now a mainly unitary party with some federal features.
However, it resembles Kirchheimer’s catch-all party rather than Duverger’s ‘bottom-
up’ mass party. The motivation for organisational reform was Labour’s parlous
electoral position, with successive election defeats eroding opposition to change.
This is why the unions went along with many of the changes: modemisers claimed
that voters distrusted Labour because the unions had dominated the party and only
reform would allow trust to be rebuilt. Since the unions had an interest in the return
of a Labour government, they accepted through gritted teeth the reform agenda. Now
that office has been achieved, the exchange model directs our attention to the unions,
who are starting to question their value-for-money from the link. This raises
questions about whether Labour’s institutions any longer provide individuals and
unions with incentives to remain members. The thesis ends with reflections on the

advantages of the exchange approach over other explanations of the Labour Party.
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2 The Rational Choice Approach

2.1 RATIONAL CHOICE AND THE STUDY OF INSTITUTIONS

I do not intend to engage in an exhaustive discussion of rational choice theory
not least because the widespread and increasing use of rational choice models is a
testament to the utility of the approach. Nevertheless, it is necessary to remind

ourselves of the key assumptions employed in rational choice analyses.'

Rational choice models are based on the interaction of individuals, who are
generally seen as the bearers of preferences but who are confronted by a range of
economic, institutional and informational constraints. ‘Rationality’ in rational choice
refers to individuals’ means rather than ends, though certain conditions are laid down
about preferences. First, preferences must be complete in that all options can be
ranked better than or equal to each other. Second, individual preferences must be
transitive, or, logically consistent — if I prefer x to y and y to z, I should also logically
prefer x to z. Third, preferences must be translatable into action, so that if I prefer x
to y, then given a choice between x and y I will undertake action to bring about x

(Dowding and Hindmoor, 1997: 455; see also Downs, 1957: 6).

An individual’s preferences are usually assumed to be fixed (see below) and
the interest for the analyst concerns whether the individual chooses from the
available courses of action that which secures her highest attainable preferred end.
Rational individuals do this because they are assumed to engage in maximising
behaviour. Specifically, individuals seek to maximise their utility, which is seen as an
analytic rather than a substantive concept, referring to von Neumann-Morgenstern
utiles (not happiness, satisfaction, desire, etc.) — a means by which numerical values
can be attached to preferences. Each individual possesses a utility function that

captures her choice behaviour under institutional, informational, etc. constraints
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(Dowding, forthcoming). A rational actor will not choose a course of action that
leads to a lower payoff than she could obtain by acting differently. Moreover, actions
are chosen purely to achieve certain goals (instrumentalism) rather than being
pursued for their own sake — only the attainment of the actor’s goals will enable her
to accrue utility. Actions themselves involve the expenditure of scarce resources and
thus involve costs. Some rational choice theorists have sought to relax the
assumption of instrumentalism by allowing a greater role for expressive motives,
whereby individuals can undertake actions because the actions themselves are
pleasurable (Brennan and Lomasky, 1993; Chong, 2000; Schuessler, 2000). In their
surveys of party members in the UK, Seyd and Whiteley (1992; Whiteley et al.,
1994) suggest expressive benefits are an important motive to join parties. However,
many rational choice theorists are uneasy about the role of expressive motives in
models because there is the danger that they can be invoked to ‘explain’ any
discrepancy between a model’s predicted outcome and observed empirical outcomes.

In the model of party organisation I develop, expressive benefits are absent.

Strictly speaking, utility maximisation is not the same as self-interest. An
altruist could maximise her utility by performing generous acts for others but this
could entail costs for herself and not be in her selfish interest (Margolis, 1982; see
also Bergstrom and Stark, 1993; Eshel et al., 1999). However, most rational choice
models do assume self-interest, which is usually introduced via what Kavka (1991:
373) calls ‘auxiliary assumptions’, which often supersede utility maximisation. For
example, an entrepreneur seeks to maximise profits, a politician seeks to maximise
votes, a bureaucrat seeks to maximise budgets, etc. In the present work, utility
maximisation and self-interest are, unless otherwise specified, assumed to be
congruent. The reason is that this work deals principally with institutional actors
rather than actual individuals. This corresponds to the type/token distinction, in
which a type is a general class of object, actor, etc. while a token is a specific
example of a given type (see Dowding, 1991: 11). Thus, I talk about general types —
‘party leaders’, ‘activists’, ‘trade union leaders’, ‘voters’, and even ‘leftwingers’ and
‘rightwingers’. Such actors are defined by their institutional or structural position or
role rather than by any peculiar personal tastes that may enter into their utility
functions. Even when I talk about token individuals such as Neil Kinnock, I do so

largely in his (former) capacity as the leader of a vote-seeking party and not as an
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individual with a personal history and idiosyncratic quirks. Proper names generally

do not enter into rational choice models (Dowding, 1994: 109).

The type/token distinction is relevant to another feature of rational choice
theory — methodological individualism. This is the doctrine that all outcomes and
events are to be explained in terms of individuals’ actions. Sociological critics of
rational choice have long complained about its focus on individuals at the expense,
as they see it, of social structures and institutions.> However, much of this critique is
misplaced. The emphasis on type rather than token actors ensures that certain
institutional and structural elements are directly incorporated into rational choice
models via actors’ preference schedules and constraints (see Dowding, 1991: 10-16;
1996: Ch.2). Assuming a politician to be an office-seeker means importing structural
features of the competitive party system into our explanation of individual actions.
Far from being anti-structuralist, most rational choice models are in fact quite

structuralist (Dowding and Hindmoor, 1997: 453).

The other main point about individualism in models is that it does not have to
be methodologically so (Dowding, 1991: 10). Rational choice theorists contend that
while events can be explained in terms of individuals often it is otiose to do so
because macro-level (e.g. institutional-level) explanations may suffice. Thus, it is
possible to discuss the actions of ‘parties’ or ‘interest groups’ without referring to
individuals because even though such collective bodies never have their own
preferences (only individuals have desires), we can often refer to them as a shorthand
for aggregates of individual decisions that take place within such bodies. In principle,
we could explain a party’s electoral strategy by detailing the countless individual
decisions taken but usually this is not necessary. All that matters for the individualist

is that we could so explain if we desired.

The critic of rational choice may respond that this framework of analysis and
the narrow characteristics of homo economicus offer an extremely pared-down
concept of individuals and demand in its place a more ‘realistic’ view of human
behaviour. However, rational choice theorists do not believe that all people are
necessarily like that in every sphere of their lives; nor do they dispute the validity of
non-rationalist approaches. Instead, they claim the simplifying assumptions of
rational choice enable us to model scenarios, in which extraneous factors are filtered

out and the explanatory work is done by a few concepts (Dowding, 1991, 1996;
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Dowding and Hindmoor, 1997). It is not inherently objectionable to simplify matters
in this way — all science is reductionist, explaining the complex in terms of the
simple. This inevitably means that some things will be left out of our models (if this
were not so they would be descriptions rather than models) and no model can explain
100 percent of the variance.” Nevertheless, good models and assumptions help
illuminate key patterns, processes and mechanisms. For example, in his model of
party competition, Anthony Downs (1957: 30) assumed unapologetically that
‘[p]oliticians in our model are motivated by the desire for power, prestige, and
income ... their primary objective is to be elected.’ This provides politicians with an
instrumental attitude to policy and ideology, which, as we shall see shortly gives the
model a lot of analytical purchase. This assumption is a simplification — real
politicians are as likely as anyone else to have their own intrinsic preferences (more
so since they have found their way into a political career). According to Downs,
office-seeking politicians ‘choose an ideology which will win votes, not one they
believe in, since their objective is the acquisition of office, not the creation of a better
society’ (Downs, 1957: 111). This rather blunt and perhaps even cynical statement
not only posits the primacy of office-seeking motives but also acknowledges that
politicians may have private views that differ from the electorally optimal policy.
Politicians may have their own private (perhaps radical) preferences but the success
of their careers depends on their party’s policy programme. A party leader who
sticks dogmatically to his own private preferences may find himself forever out of
office or being removed by his colleagues. Often, the logic of party competition
asserts itself so that such politicians either abandon their private preferences or do
not publicise them and stick to the party line.* This thesis employs the general
assumption of politicians as office-seekers. This does not preclude politicians
expressing support for radical policies to an intraparty audience in leadership
contests, candidate selection, etc. What it does is to provide a useful approximate -
guide to the incentive structure of politicians in the British parliamentary system
during the period under review, which was largely a two-party affair, at least in the
House of Commons where it is legislative seats that count. Moreover, the
‘Westminster model’ of executive-legislative fusion, strong party discipline, single
party majority governments and a unitary state ensures that the only way of wielding

real power is to win a national election (Lijphart, 1999).
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The assumption of office-seeking indicates the types of situations in which
rational choice is most fruitful — when it is applied to types rather than tokens, which
generally involves specific institutional settings where actors’ goals are clear and
rules of interaction are precise (Tsebelis, 1990: 32-3). Political institutions, such as
parties, provide such interactional settings with clearly-defined rules and a set of
actors in clearly-defined roles. Many political scientists have, in recent years, turned
their attention to the functioning of institutions, with rational choice theorists playing
a leading role.® Institutionalism and rational choice are well-suited. Institutions are
formal or informal sets of rules, which provide ‘structure’ and establish the rules of
the game. They constrain human action, helping define the choice set of individuals.
Rational individuals pursue their interests subject to institutional limitations. This
conception informs, for example, Williamson’s transactions cost analysis of
organisation (1985), where individuals are assumed to be opportunistic (‘self-interest
seeking with guile’) and ‘boundedly rational’, i.e. they are instrumentally rational
subject to information constraints. As Alt and Shepsle (1990: 2) explain:

[Plositive political economy is the study of rational decisions in a
context of political and economic institutions. It deals with two
characteristic questions: How do observed differences among
institutions affect political and economic outcomes in various
social, economic, and political systems, and how are institutions
themselves affected by individual and collective beliefs,
preferences, and strategies? In effect, these are questions about
equilibrium in institutions and about institutions in equilibrium. In
providing answers to these questions, positive political economy
seeks both to furnish an understanding of optimal choices in
various institutional settings and to endogenize those institutional
settings... [Tlhe distinguishing characteristic of positive political
economy is that it always considers these two questions to be
related. (Emphasis in original).

What this implies, inter alia, is that ‘those seeking to change an institution have
some result in mind when they try to do so’ (Alt and Shepsle, 1990: 2). Just as
political actors have preferences over policy, they also have preferences over
institutions because the latter present alternative utility streams: an actor may have

more chance of achieving her goals in institution A than she would in institution B.
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This is merely a basic description of the fundamentals of the rational choice
approach. The present thesis fleshes out this approach to institutions to explain why
different actors in the Labour Party had divergent preferences over its structure.
Indeed, I argue that the existence of party organisations per se reflects the mutual
interdependence but conflicting preferences of elected politicians and volunteer
activists. The argument is built around simple assumptions about how different types
of actors interact with each other in a common institutional setting. An important
component of my approach is one of the most famous models in the rational choice
canon, the spatial, or ‘Downsian’ model of party competition. Given the importance
of this model for the present thesis, and its recent criticised invocation in relation to

the British Labour Party it is worthwhile examining it briefly.

2.2 THE DOWNSIAN MODEL AND THE STUDY OF THE LABOUR PARTY

The main theoretical work of this thesis consists of the exchange model of
party organisation developed in Chapter 3. This model is partly founded on the
Downsian model of two-party competition, which provides dynamism to the model
of party organisation. That being so, some justification is needed for using the
Downsian model. The analysis throughout this thesis is positive, with the emphasis
on explaining what is rather than describing what ought (not) to be. Advocates of
rational choice argue that it is ideal for explaining and analysing rather than merely
describing and judging (Shepsle and Bonchek, 1997: 5-35). In the literature on the
Labour Party, much work is informed by strong normative commitments. This is
most obviously true of the various Marxist analyses of Labour, which bemoan its
failure to be a vehicle for socialism and condemn its conservatism vis-a-vis the
existing political and social order (Cliff and Gluckstein, 1988; Elliott, 1993;
Miliband, 1972; Nairn, 1964). Labour’s recent ‘modernisation’ has spurred a fresh
wave of academic assaults from the left on the party’s leadership (e.g. Hay, 1994,
1999; Taylor, 1997; Allender, 2001). Even Robert McKenzie’s (1964, 1982) famous
analysis of the distribution of power in the Labour Party was informed by the
normative belief that parties’ policy programmes should not be determined by extra-

parliamentary bodies, such as Labour’s annual conference.
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The present work is not informed by normative commitments and offers no
normative recommendations. Instead, it explains why certain actors in the Labour
Party felt compelled to undertake organisational changes and why other actors
supported them. The emphasis is on the ‘how, what and why’ of party change rather
than on the ‘should or should not’. Yet many opponents of rational choice claim it is
irredeemably tainted by its association with the new right (Self, 1993; see also King,
1987: Ch.6) while in the UK, where rational choice is a minority pursuit, it is widely
believed to predict pessimistic outcomes. However, rational choice is a method, not
an ideology, and it can be used by political scientists of both left and right (Dowding
and Hindmoor, 1997). Nevertheless, suspicion of rational choice has been expressed
in the Labour Party literature, particularly in relation to the Downsian model, which
is widely seen as informing Labour’s electoral strategy throughout the 1990s. As Hay
(1999: 76) observes, ‘A quite startling range of authors have ... been impressed by
the similarities of Labour’s “politics of catch-up”, with its studious targeting of the
“median voter”, and the Downsian logic of electoral rationality and/or expediency’.’
However, this recognition of the model’s importance is usually filled with dismay
and regret. More often than not, the Downsian label is applied disapprovingly, as the
Labour Party is condemned for an electoral strategy that is deemcd pusillanimous or
even treacherous. Far from being a positive model, the Downsian model is seen as
largely normative and part of a conservative project, a siren song to seduce the
leaders of socialist and radical parties into abandoning their progressive policies.

How sympathetic should we be to these fears?

The Downsian two-party model is an informal statement of Duncan Black’s
(1958) more rigorous median voter theorem (MVT). The latter states that if the
members of a group have single peaked preferences and there is a unidimensional
ideological/policy scale, then the ideal point of the median voter has an empty
winset.® This can be illustrated by considering a three-member voting body (say, a
committee), with each member (X, Y and Z) ranking three alternative policy options
(a, b and c) differently (Figure 2.1).

In Figure 2.1, U; measures the utility accruing to individual i from a given
policy position. Individual X’s preference ranking is a > b > ¢; Y’s ranking is b > a =
c; and Z’s ranking is ¢ > b > a. If the options were put to pair-wise votes, b would

defeat a by two votes (Y and Z) to one (X), and b would defeat ¢ by two votes (X
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and Y) to one (Z). Option b is thus a Condorcet winner and as we can see, it is the

preferred alternative of the median voter, Y. This result holds for a group of any size.

Figure 2.1 Median Voter Theorem

Now one of Downs’ (1957) contributions was to relate (rather informally)
this idea of the importance of the median voter to two-party electoral competition.
The Downsian model consists of two types of actors, voters and parties (the latter
being coterminous with politicians), with parties offering policy promises in
exchange for citizens’ votes. Voters have single-peaked policy preference schedules,
which are mapped along a unidimensional scale of ideology, based on attitudes
towards government control of the economy (leftwing - in favour of nationalisation;
rightwing - in favour of free markets9. Downs assumed voters are normally
distributed along this scale, so that most voters are situated in the political
centreground (though there is nothing to rule out the possibility of voter distributions
skewed to the left or right, or of bimodal distributions). Meanwhile, parties are
concerned solely with the aim of winning governmental office, regarding policies as
means to an end: ‘[plarties formulate policies in order to win elections rather than
win elections in order to formulate policies’ (Downs, 1957: 28). Downs viewed
politicians as vote-maximisers because this is the most effective way by which
parties can win office. However, it is better to assume politicians are office-seekers,
so that they seek only as many votes as they need to win an election (50 percent plus
one).10 This is particularly apposite if we assume, as I do, that vote-gathering is

costly (see Frohlich and Oppenheimer, 1978: 76). Figure 2.2 depicts two parties (A
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and B), each seeking to win a majority of votes. Each voter supports the party that is
nearest to her in ideological space. Parties try to steal a competitive advantage on
each other by moving closer to each other and the limit of this convergence occurs

when both parties position themselves at the median voter point (M).

Figure 2.2 Downsian Model ofParty Competition

No of
voters

Aggregate Distribution of
Voters’ Preferences

LEFT A M B RIGHT

Party convergence in this model reflects the fact that the median voter’s bliss
point has an empty winset so each party aims to capture the support of the median
voter. It is possible for a party to win the election even if it does not occupy point M
- provided that the other party is even further away from M. Furthermore, parties
may converge even if they are not aware of MVT, e.g. through trial and error (see
Dowding, 2000: 75-7). However, most discussions of the ‘pure’ Downsian model
assume that the parties converge at M. It is this equilibrium result that has worried,
among others, many critics of the British Labour Party’s electoral strategy in the
1990s. Since this process of party convergence seems to capture precisely what has
occurred in British politics over the last decade, Labour’s leftist academic critics,
who generally prefer a more radical set of policies than those pursued by Labour’s

leaders, have called into question the analytical value ofthe Downsian model.

I believe that such fears and hostility are misplaced. It is of course possible
that a theory might be used as intellectual cover for a political programme but that
fact alone is not sufficient to damn the theory. Moreover, it is unfair to claim that

Downs advised that parties should adopt centrist policies. In fact, the model (when
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formalised) is purely axiomatic, stating that if a given set of axioms is satisfied (two
parties, unidimensional scale, single-peaked preferences, proximity voting, etc.),
parties will converge on the median voter position (Barry, 1991: 218; see also
Downs, 1959). The model does not offer predictions for real countries’ political
systems — not least because its assumptions are so pared-down'' — and it does not
provide normative advice on electoral strategy. Likewise, in this thesis the Downsian
model is used as an analytical device that helps us understand why Labour’s
parliamentary leaders have usually pursued moderate policies. At no point do I

condemn or applaud Labour for pursuing given policies.

This confusion of positive and normative elements pervades the whole of
Hay’s critique of the model and its impact on Labour. His caution about what he
rather revealingly calls ‘the dangers of Downsianism’ (Hay, 1999: 102) throws into
relief the essentially normative content of the term — a debased strategy of selling out
socialist principles in the search for votes.'> Hay discusses Downs’ book as if it were
entitled, ‘How to Win Elections: A User’s Manual’. It is not. The apparent belief that
Downs is offering prescriptive advice to politicians seems to underlie Hay’s assertion
that while the Downsian model provides a useful description of Labour electoral
strategy in the 1990s, it utterly fails to explain that strategy. This seems to be saying
that, while it may look like a duck, waddle like a duck and quack like a duck, it is in
fact not a duck at all... but an ostrich! Like many hostile critics of rational choice
before him, Hay associates the method with a particular political prescription. From
this perspective, to concede that the Downsian model explains Labour’s shift to the

centreground is tantamount to endorsing that shift.

The critique of the Downsian model by Labour Party specialists entails a
number of points, two of which I consider briefly. One criticism is that it is far too
simplistic to assume that politicians are office-seekers. Many radical critics would
perhaps agree wholeheartedly that specific leaders such as Neil Kinnock and Tony
Blair were ‘motivated by the desire for power, prestige, and income’, as Downs puts
it, but their objection would be that leaders of socialist parties should not be like this.
Instead, they should shape public opinion and win support for socialist policies. They

should be policy-seekers prepared to argue their case.

However, assuming politicians to be policy-seekers makes little impact on the

two-party Downsian model because even here parties will experience a centripetal
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pull (Barry, 1978: 149-50; Calvert, 1985). Let us assume that the party leaders
positioned their respective parties at their ideal policy points towards the left and
right extremes of the policy continuum. The leader of the leftist party would have an
incentive to shift marginally towards the median voter because although it is a small
distance from his preferred position it is enough to defeat the rightist party, whose
policies are detested by leftists. Similarly, the leader of the rightist party would shift
closer towards the median voter and at the limit the two parties would be in
equilibrium at the median voter position. Thus, whether as office-seekers or policy-

seekers, the competitive dynamics in a two-party system are the same.

A second response of critics of the Downsian model is to attack the
assumption of fixed preferences. Most rational choice theorists assume fixed
preferences to give their models predictive power. If preferences were not fixed, any
change from the status quo could be ‘explained’ by a change in preferences (Becker,
1986: 110). For example, if a party in a two-party system were unexpectedly to win
an election with an ‘extremist’ policy platform (confounding the centripetal logic of
spatial models of voting), it might simply be explained on the basis of a (largely
unobservable and unmeasurable) change in voter preferences. That is unsatisfactory.
Assuming fixed preferences helps stabilise models yet there are few rational choice
theorists who believe preferences are fixed for eternity. Indeed, there has been a push
to endogenise the process of preference formation (e.g. Dunleavy and Ward, 1991;

Grafstein, 2000; Ward, 2000; Young, 1991).13

The fixity of preferences is a prime target of Hay and illustrates his confusion
of axioms and normative prescriptions. Hay does not explain the utility of the fixed
preferences assumption but instead disparages what he sees as its normative
substance, viz. that parties should pander to the prejudices of voters — a process he
terms, following Dunleavy and Ward (1991), ‘preference-accommodation’. Instead,
Hay wants parties to lead rather than follow public opinion. Such a ‘preference-
shaping’ strategy would entail winning over voters with the force of argument and

would liberate Labour from the tyranny of ‘preference-accommodation’.

At this point, a few words should be said about these latter two terms for the
purpose of clarification. In a hostile assessment of the Downsian model and its
relation to British politics, Heffernan (2001: 101-27) reaches a similar conclusion to

Hay’s, viz. that parties have the ability to shape voters’ preferences, which implies
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that parties need not converge on the median voter position.'* Heffernan seeks to
make a ‘clear distinction’ between preferences and choices: ‘an elector casts a vote
for one party rather than another not necessarily because that party meets his or her
preference but because that is the choice made available to them’. He adds,
seemingly in the belief that this contradicts Downs, ‘always a preference is
constrained by the choices that can be made’ (2001: 104-5). Quite so, but that is part
of all rational choice models. Rational choice theorists, including Downs, assume not
that an actor always chooses her first preference but simply that she chooses from
among the available options the one she ranks highest in her preference schedule.
This is clearly the case in Downs’ spatial model since there are innumerable voters
but only two parties, each adopting one point on the ideological continuum. Clearly,
those voters whose ideal policies are not offered by either party (which means the
vast majority of voters) must choose between the more preferred of two points

neither of which represent their ideal points.

Heffernan’s confusion may stem from the misleading term ‘preference-
accommodation’. The latter is seen as the conventional Downsian approach to
parties’ behaviour vis-a-vis voters with fixed preferences. By contrast, preference-
shaping refers to parties’ active alteration of voters’ preferences. Preference-shaping
involves re-shaping the aggregate distribution of voters’ preferences but preference-
accommodation is the process whereby parties seek to satisfy the preference of the
median voter only. ‘Preference accommodation’ is an unhappy choice of term, not
least because all parties accommodate preferences — those of the voters whose

position they happen to share (which might not be the median voter).

Much of the ‘preference-shaping versus preference-accommodating’ debate is
normative. From the perspective of individuals with radical (i.e. non-centrist) policy
preferences, a strategy that involves ‘accommodating’ the preferences of centrist
voters will involve a ‘sell-out’, ‘betrayal’, etc. Only a strategy that ‘shapes’, i.e.
changes preferences will persuade voters to support radical policies. Interestingly, in
their survey and analysis of the opinions of Labour Party members in the 1990s,
Seyd and Whiteley (1992) suggested that those members on the most radical wing of
the party, the so-called ‘hard’ left, were those most set against electoral compromise.
The authors compared the attitudes of the ‘hard’ left to all other members (‘soft’ left,
centrists, ‘soft’ right and ‘hard’ right) (see Table 2.1).
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Table 2.1 Perceptions o fElectoral Strategy by Hard’Left and Other Factions (%)

ongly Agree Neither Disagree Strongly

’

1. ‘The Labour Party should adjust its policies to capture the middle ground o fpolitics.
Hard left 10 20 7 28 36
All others 21 42 10 21 6

2. ‘The Labour Party should always stand by its principles even ifthis should lose an election.’
Hard left 52 29 7 9 3
All others 19 37 13 23 8

3. 'The central question ofBritish politics is the class struggle between labour and capital. ’
Hard left 61 28 6 5 1
All others 21 40 16 19 4

)

4. ‘The Labour Party should only adoptpolicies supported by a majority ofworking class people.
Hard left 31 24 14 22 10
All others 13 27 18 37 6

s

5. ‘Coalition governments are the bestform ofgovernmentfor Britain.

Hard left 1 3 8 31 57
All others 1 5 14 49 31
Source: Seyd and Whiteley (1992: 167, Tab. 7.12).

The essence of so-called ‘Downsianism’ is in item 1 about capturing the
middle ground of politics, and here ‘hard’ left members are six times more likely
than other party members to disagree strongly. They are also much more likely to
demand that the party stick to its principles and believe coalition government is
undesirable. For Seyd and Whiteley, the reason for these differences is that
‘members of the hard left have their own distinctive analysis of Labour Party
electoral strategy’ (1992: 166). This strategy involves viewing politics as being about
class struggle (item 3 in the table) so Labour should adopt policies favourable to
workers (item 4). Manual workers are a minority of the electorate in Britain as

elsewhere, creating problems for electoral strategies based on class mobilisation
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(Przeworski and Sprague, 1986). In response, many socialists have argued that
white-collar workers should also be classified as working class. Given the
considerable differences between blue- and white-collar workers, it would seem only
an aggressive ‘preference-shaping’ electoral strategy, perhaps involving industrial
mobilisation and white-collar union membership drives, would persuade a majority

of voters to identify themselves as working class and supporters of the radical left.

This is not the place to discuss the feasibility of such a project (though it
would probably require mobilisation on an enormous scale, involving increased
unionisation or widespread fear of job losses). The point is that within the constraints
of two-party electoral competition, radicals on both the left and the right face an
uphill task. ‘Preference-shaping’ offers the hope of overcoming these problems
though even then it is easier for governments than oppositions to achieve because the
former have access to the resources of the state (see Dunleavy and Ward, 1991).
Shifting policies towards the centreground involves fewer political costs and
promises speedier electoral rewards, even if those promises are not always
immediately delivered. This is what the Downsian model recognises, rather than

opposing radical policies on normative grounds.

Neither Hay nor Heffernan fully define what they mean by ‘preference-
shaping’ and each fails to distinguish the latter from ‘persuasion’.'* In Dunleavy and
Ward’s initial discussion of preference-shaping, it was clear that the term generally
referred to the systematic transformation of individuals’ material interests and the
very structure of society (e.g. through the Conservative government’s decision to sell
off council houses in the 1980s). However, both Hay and Heffernan often seem to be
referring to persuasion, which involves furnishing voters with information rather than
material incentives. Thus, Hay describes preference-shaping as ‘the politics of
advocacy’ (1999: 60) and elsewhere commends to the Labour Party a strategy that
would entail a ‘narration’ of the crisis of Thatcherism and a ‘new alternative vision’
of a post-Thatcherite settlement (1994: 701; emphasis added).'® This focus on
persuasion reflects Hay’s more general tendency to assume that ideas rather than
social structures play the major explanatory role in political science (see Coates,

2001: 297).
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2.3 INCOMPLETE INFORMATION AND THE DOWNSIAN MODEL

The version of the Downsian model usually presented both by critics and in
textbooks is one of complete information. However, Downs went into great depth on
the implications of uncertainty and regarded it as the major contribution of his book
(Downs, 1993: 199; see also Hindmoor, 2000). Once we admit parties may not fully
know what voters want, or that voters have only sketchy ideas about parties’ policies
(as Downs himself noted), we may sometimes have breaks on party convergence.
Furthermore, when information is costly and incomplete, issues such as trust become
very important, so much so that if a party abandons its policies to win votes, it may
lose credibility and gain a reputation for being untrustworthy, costing it votes. Policy
change can entail costs as well as benefits (Laver, 1997: 115-6). In Chapter 3, I argue
that the concept of party organisation makes sense only in conditions of imperfect
information since finance, activists, spin doctors, pollsters etc. are needed precisely

because neither politicians nor voters are fully informed.

Some extensions of the spatial model have assumed uncertainty and have
generated equilibria in which parties diverge (Berger et al., 2000; Hinich and
Munger, 1997: 117-35; cf. Calvert, 1985; see also Grofman and Withers, 1993;
Enelow and Hinich, 1984: 115-30). Affording a proper role to uncertainty entails
recognising that the collection, evaluation and dissemination of information is costly.
Voters rely on free information in the media because the minuscule probability any
voter has of determining an election result cannot justify incurring the costs of
collecting and evaluating information. Voters may rely on information shortcuts
(Popkin, 1993) such as perception of politicians’ competence, credibility and
trustworthiness. Politicians’ attempts to project credibility and endear trust may

constrain their policy manoeuvrability, thus imposing costs on policy changes.

Uncertainty can impact on electoral dynamics, as Downs understood. A
feature of the basic Downsian model is that parties and policy positions are
indistinguishable — voting for a given party means voting for its given policy
position. In reality, voters realise that the policies parties say they will deliver are not
always the ones they later implement in government. Voters may attach different
levels of uncertainty to different poiiticians. Some may be regarded as completely
trustworthy whereas others are only moderately so. Some may be completely

untrustworthy so that their policy pronouncements lack any credibility whatsoever.
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Rational voters discount by a suitable factor the promises of politicians they deem to
be moderately or completely untrustworthy. Incorporating this risk factor into the
Downsian model can produce divergence between parties. It can even produce
situations where trusted and credible extremists can defeat untrusted moderates
(Hinich and Munger, 1997: 122-7), or where less trusted candidates can harm their
prospects by shifting from extreme to moderate positions (Berger et al, 2000).

These considerations weigh on the minds of politicians. In a world where
information is costly, reputations can be extremely valuable for politicians but they
also impose constraints on politicians’ actions. Reputations can take years to
establish but they are fragile: like shattered glass, ruined reputations are extremely
difficult to put back together. Politicians who change their minds on important issues
— particularly if they are perceived to be doing so simply to win votes — risk
becoming distrusted. This can be a significant cost of vote-seeking behaviour. Neil
Kinnock was never able to play down the jibe that in his effort to make Labour re-
electable by abandoning unpopular policies, he had changed his mind on every major
political issue. Another credibility problem for Labour in the early 1990s stemmed
from its organisational and financial links to the trade union movement. The
Conservatives claimed that if Labour entered government it would abandon its
moderate economic and industrial policies in the face of union pressure. The
‘moderate’ faction that ‘modernised’ Labour in the 1990s loosened the party’s links
with the unions so as to alleviate this credibility problem (Gould, 1999).

Related to the issue of credibility is that of competence — politicians’ ability
to manage the country and its economy, and to deal with unanticipated events
(Popkin, 1993: 29-32). Incumbency can provide parties with greater credibility than
challengers because voters can use the incumbent’s record as a guide to how closely
policy outcomes match ex ante promises (Hinich and Munger, 1996). If a party’s
competence 1S questioned, voters may deem it a risky proposition and therefore
discount its promises by a risk factor reflecting the possibility that economic
mismanagement could harm the welfare of voters. General matters of politicians’
competence may be more important to many voters than detailed policies (Popkin,
1993: 29). Tony Blair’s first three years as party leader were characterised by a
determined effort to portray Labour as a ‘business-friendly’ party rather than one

dominated by unions. There are many more trade unionists than there are business
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leaders but Blair wanted to signal his party’s economic competence, which cannot be
achieved through policy implementation when Labour is in opposition. All
governments are dependent on firms to invest in order to promote growth and
employment (Przeworski, 1985). Policies that threaten investment and
macroeconomic stability evoke fierce criticism from business leaders. John Eatwell,

a former economics adviser to the Labour Party, has written:

Credibility has become the keystone of policy-making in the
nineties. A credible government is a government that pursues a
policy that is ‘market friendly’; this is a policy that is in accordance
with what the markets believe to be sound (cited in Wickham-
Jones, n.d.: 6).

To demonstrate Labour’s competence, Blair sought endorsements of his party’s
policies from business leaders. Popkin (1993: 19-22) argues that parties can acquire
voter credibility by mobilising public support (on television) from elites. Relying on
elite interpretations provides voters with free shortcuts to obtaining and evaluating
information when it is not rational to expend resources on such actions. Blair learnt
from Labour’s failure to mobilise sufficient elite support prior to the 1992 general
election, when the publication of the ‘shadow budget’ was condemned by many

business leaders (see Wickham-Jones, n.d.).

Relaxing the assumption of perfect information not only makes models more
realistic but also opens up avenues for exploration. Informational problems are a key
issue in the design of institutions, as recognised by Williamson (1985) in his
assumption that individuals are boundedly rational, unable to know everything or
compute all eventualities. They are a recurrent theme in this thesis and I argue that an
imperfect understanding among Labour’s current leaders about the incentives needed

to attract and maintain activists is one reason for current membership discontent.

2.4 CONCLUSION

This chapter has set out some of the theoretical building blocks of the present
thesis. The defence offered for the rational choice approach was that it generates

interesting questions and equips us with the tools to answer them. Of the concepts
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introduced, those of office-seeking elites and incomplete information are particularly
important and the next chapter employs them to generate a model of party
organisation. The test of that model and of the utility of the rational choice approach
will be whether they offer convincing explanations of the changing structure of the

Labour Party, the analysis of which begins in Chapter 4.
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3 An Exchange Model of Party
Organisation and Party Change

3.1 INTRODUCTION

Political parties are one of the most important organisational forms in modern
societies — indeed, modern democracy is effectively coterminous with party
democracy. Even in an age when their alleged demise has been charted (Lawson and
Merkl, 1988), parties are the mainstays of Western democracies. Yet the rational
choice literature on party organisation is relatively underdeveloped. There is a classic
literature on party organisation dating from a century ago when Ostrogorski (1962)
and Michels (1962) offered brilliant early analyses, to which would later be added
Duverger (1964). In the last few decades, interest has grown in the nature of party
organisational change with an ‘evolutionary’ view making a considerable impact (see
below).! Yet significant as these works are, there is still a dearth of work on the
microfoundations of parties. This chapter sketches such microfoundations. The
model developed follows the ‘exchange’ approach in which politicians are assumed

to offer policy promises to activists in exchange for campaign resources.

Parties as organisations have changed enormously over the past century so
our models must be able to account for party change. In this respect exchange models
are particularly useful. Some accounts of party change take a long-term perspective,
looking at differences between party ideal-types at various points in time. Thus,
evolutionary models look at the rise and fall of the cadre, mass, catch-all and cartel
party structures over the course of the past century. However, the present work looks
at one party over a period of twenty years so long-term theories do not adequately

capture the nature and extent of party change.

The present chapter is set out as follows. Section 3.2 pinpoints strengths and
weaknesses of existing approaches to party organisation and change. Section 3.3

derives the need for party organisation in rational choice models from imperfect
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information in political markets, 3.4 describes the basic exchange between activists
and politicians while 3.5 shows how transaction costs create the need for formal
organisations. Section 3.6 shows how politicians need autonomy from activists if
they are to win elections but too much autonomy causes conflicts. Section 3.7

outlines an exchange model of party change and 3.8 concludes.

3.2 APPROACHES TO THE STUDY OF PARTY ORGANISATION AND
PARTY CHANGE

An important insight of the literature on party organisation is that efficient
forms of party organisation correspond to historical phases of democratic
development. These are usually regarded as the cadre, mass, catch-all, and cartel
party structures (Duverger, 1964; Kirchheimer, 1966; Katz and Mair, 1995, 1996).
Each party structure is associated with a particular period in the development of
democracy, with the cadre party prevalent in the restricted suffrage era, the mass
party during the extension of the suffrage in the early twentieth century, and the
catch-all and cartel parties in the post-war period of class dealignment. These forms
are ideal types and in reality, considerable organisational variety exists because
parties are prone to internal power struggles. Katz and Mair argue that the motor of
long-term changes in party organisational structure is transformations in the nature of
democracy itself. The stages of metamorphosis of the evolutionary model provide
too great a time-scale for my analysis of the Labour Party. Labour’s changes were
directly connected with its electoral failings. Nevertheless, the evolutionary model

does provide us with a useful set of party organisational templates.

The mass party was devised by European socialists at the turn of the
twentieth century in response to the enfranchisement of the working class. Their aim
was to capture the working class vote even though workers did not comprise a
majority of the electorate (Przeworski and Sprague, 1986; Przeworski, 1985) and
required a party structure that would enable this. The mass party was the answer,
with the emphasis on recruiting members who would finance the party through
subscriptions and campaign for it in the community. Membership recruitment was
facilitated by a branch structure, local branches being the lowest-level organisational
unit in the party — what Duverger (1964: 17-40) called ‘the basic element’. The

national party consisted of many branches at the grassroots level and each branch
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typically came under considerable control from the centre. The branch structure
broke the membership down into smaller, more manageable units and eased
socialists’ collective action problem. These organs were small enough for the active
members to get to know each other and coordinate their action. Olson (1971: 60)
observed that social selective incentives, like the desire for friendship and status, are
likely to work best in small groups. Such incentives would help to retain activists
since many of these are likely to know each other in small units like branches. A
centralised command structure combined with a decentralised branch structure of
mass membership could efficiently promote collective action. Vertical links between
branches and higher bodies were strong. These links defined the means of
coordinating party activity, significantly reducing coordination costs. Many mass
parties provided social incentives in the form of cultural and social clubs (e.g. sports,
literary societies), which were used to attract a wider audience (see Geary, 1987).

These too encouraged people to join the party.

By the 1950s, a new organisational form appeared in response to changes
taking place in industrialised societies. The ‘catch-all’ party reflected the weakening
of class ties that followed greater prosperity. It was a structure intended to capture
ideologically footloose voters. Kirchheimer identified five features of the shift from
the mass to the catch-all party:

(a) Drastic reduction of the party’s ideological baggage... (b)
Further strengthening of top leadership groups... (¢) Downgrading
of the role of the individual party member... (d) De-emphasis of
the classe gardeé, specific social-class or denominational clientele,
in favour of recruiting voters among the population at large. (e)
Securing access to a variety of interest groups... The chief reason
is to secure electoral support via interest-group intercession
(Kirchheimer, 1966: 190).

Kirchheimer is not as clear as Duverger on parties’ ‘basic elements’, but the
emphasis is on leadership autonomy vis-a-vis members. The catch-all party is
necessarily centralised because the party elite requires flexibility in determining
policy. This era also saw a shift to more capital-intensive forms of campaigning,
further obviating the need for an active membership (Katz and Mair, 1995: 20).

Panebianco (1988: 262-7) argues that whereas mass parties were bureaucratic, parties
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nowadays are professional. This ‘electoral-professional’ party encompasses the
catch-all party while acknowledging the shift towards the employment of experts and
technicians (Webb, 2000: 249, n.6). The catch-all party is also an ideal type and in

reality, hybrid parties existed, combining mass and catch-all features.

According to Katz and Mair (1995), a new form of party began to emerge in
Western Europe during the 1970s and 1980s, which corresponded to changes in the
nature of party democracy. Katz and Mair claim that class dealignment continued to
weaken the link between parties and social segments and parties have now ceased to
offer even programmes of social amelioration. Instead, the basis of party competition
has become more technocratic, with parties offering similar policies and competing
on managerial expertise. The further development of political communications
means that campaigning has become even more capital-intensive and party members
are less important. However, a mass membership is a useful legitimising device for
the party leadership, and membership may turn over rapidly. State funding of parties
leaves them financially secure. Most parties will find themselves in government
before long and will thus get the chance to reward their supporters until another party
wins an election and gets its chance. Politics becomes simply another profession
rather than a means of pursuing social reform or amelioration. Parties thus ‘collude’
in dividing up the spoils of office and become a ‘cartel’ (Katz and Mair, 1995: 16-
23). Katz and Mair do not suggest that these tendencies are anywhere fully
developed or that they are uniformly applicable — in fact, they argue that

‘cartelisation’ is least advanced in the UK.>

A synthesis of these party types provides an historical account of general
pafcy organisational ‘evolution’ (Maor, 1997: 100). However, this historical account
covers a broad time-span and is of limited use for analysing the minutiae of changes
that took place in a single party in a given twenty-year period, which is the task
before us. A more fine-grained approach to the study of party organisation and party
change is required. Alan Ware has recently asked why party organisations share
certain similarities and exhibit various differences, and he identified three main
approaches to the examination of this question (Ware, 1996: 94-108). First, there are
electoral competition models in which party competition compels different parties to
copy their successful rivals and adopt ‘efficient’ organisational structures. Secondly,

there are institutional models, which emphasise intraparty relations in accounting for
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organisational variation. Finally, there is what Ware describes as a sociological
approach, which emphasises the way in which party organisation reflects the supply

of resources to parties (as well as changes in that supply).

(i) Electoral Competition Approaches

The major exponents of this approach are Duverger (1964), Epstein (1980)
and Kirchheimer (1966). As we have seen, Duverger explained the rise of mass
parties in terms of their greater mobilisational efficiency in an age of mass
enfranchisement. This efficiency stems from its branch structure, which enables the
mass party to embed itself in local communities and mobilise people into the party.
Successful mass parties recruit a large proportion of their potential voters into party
membership. In the face of this competition, the old cadre parties were compelled to
adopt features of the mass party, in particular the branch structure, which enabled
them better to mobilise their supporters. This is what Duverger meant when he spoke
of ‘contagion from the left’, since the original mass parties were the working class-
based socialist parties, while the cadre parties being infected by this contagion were
mainly older conservative parties. The propelling force of this contagion was
electoral competition since the branch structure was a superior means of recruiting

members and procuring other resources in the age of mass democracy.

Epstein (1980) used the same logic of electoral competition to argue the
contrary, that there would be ‘contagion from the right’. As older ‘non-electoral’
parties faced greater electoral competition, they would be forced to shed those
functions that did not promote vote-seeking. Since party members often wanted
policies inconsistent with the preferences of voters, politicians had incentives to
reduce their reliance on those members. A cadre organisation would suffice if
sufficient funds could be gamered from interest groups and individual donors.
Epstein predicted that West European parties would become more like American
parties, weak membership organisations with hazily defined policy programmes, elite
flexibility and running candidate-centred campaigns. Kirchheimer followed in a
similar vein, claiming that the erosion of traditional social class cleavages created a
bigger market for available votes and this compelled parties to centralise and broaden

their funding base.
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The weakness with the arguments of Duverger and Epstein is that neither the
mass party nor Epstein’s ‘electoral party’ became the dominant template for party
organisations throughout liberal democracies. Epstein later acknowledged he had
overstated his case that European parties would move towards the American ideal-
type (see Epstein, 1980: 359-83). Yet electoral approaches are valuable because they
emphasise the importance of party competition in being an underlying cause of party
change. Any party that is in the business of winning votes faces pressure to reform its
organisation if doing so offers the prospect of electoral gain. This is particularly true
of two-party systems where competition is zero-sum and in the model developed

later, electoral ‘shocks’ are important in explaining party change.

(ii) Institutional Approaches

In contrast to electoral approaches to party organisation, which focus on
external factors, institutional approaches emphasise the importance of intraparty
relations. The main exponent of this approach, Panebianco (1988: 50), claims that
‘[a] party’s organizational characteristics depend more upon its history, i.e. on how
the organization originated and how it consolidated, than upon any other factor...
Every organization bears the mark of its formation...” Panebianco proposes a
theoretical structure for analysing parties, consisting of two components: a party’s
‘genetic model’ — i.e. how it came to be formed — and its degree of
‘institutionalisation’ — the extent to which it ceases to be simply an instrumental tool

and becomes ‘valuable in and of itself” (1988: 53).

Three factors define a party’s genetic model. First, an organisation develops
through either territorial penetration (centrally-directed development of local party
units) or territorial diffusion (autonomous development of local units, nationally
integrated later). Second, parties’ formations take place either in the presence or
absence of an external sponsoring institution. Those with an external sponsor, such
as the old West European communist parties and the Comintern, or labour parties
formed by trade unions, have leaderships that are externally legitimated. In those
parties without an external sponsor, the leadership’s authority is internally
legitimated. Third, some parties are created as vehicles for a charismatic politician,

while others are not (Panebianco, 1988: 50-2).
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Panebianco’s second component, institutionalisation, occurs in a party’s early
years, and he offers two dimensions along which to measure it. First is the
organisation’s degree of autonomy vis-a-vis its environment, including its relations
with members, external sponsors and ordinary voters. Second is a party’s degree of
systemness (the level of interdependence of its internal organs and the party’s overall
structural co];esion). When systemness is low, sub-units control party resources
independently of the centre, which makes for a heterogeneous organisation and
retards the centre’s ability to make the party autonomous vis-3-vis its environment.
This can be done only if the centre controls resources and coordinates the sub-units.
Strong institutions are autonomous with high levels of systemness whereas weak

institutions have low levels of autonomy and systemness (Panebianco, 1988: 53-7).

Panebianco claims parties that emerge from territorial diffusion are usually
weak institutions because the local units retain considerable autonomy, whereas
those that form through territorial penetration are strong institutions, as the centre
possesses coordinating power. Internally legitimated parties often become strong
organisations because there is no external sponsor to retard such development.
Externally legitimated parties with extra-national sponsors, such as the old Western
communist parties, are strong institutions because the external sponsor prefers to
shield them from other influences in that society. By contrast, externally legitimated
parties with ‘national’ sponsors are weak institutions — the most common examples
are labour parties, which rely on trade unions — and remain so because the sponsor

fears institutionalisation would weaken its own control (Panebianco, 1988: 63-7).

Panebianco regards the development of party organisation as path-dependent,
placing great emphasis on an organisation’s formative years. Differences between
parties are thus explained by reference to internal party relations, and although he
acknowledges that parties can change (see below), change is greatly constrained by
the existing structure. It does, however, tend to underplay the significance of
exogenous factors such as electoral competition in explaining party change. Ware
remarks that ‘Panebianco’s approach is correct in emphasizing how a particular
genetic history and a particular pattern of institutionalization constrains the potential
for any reform, but it does no more than that’ (Ware, 1996: 104). In fact,
Panebianco’s model seems to perform better at explaining organisational stasis than

it does organisational change. Nevertheless, the message of this approach is that the
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existing organisational structure of a party is a crucial factor in empowering

supporters and/or entrenching opponents of party change.

(iii) ‘Sociological’ Approaches

‘Sociological’ approaches focus attention on the supply and demand of party
resources. All parties require resources if they are to function, first as organisations
in their own right and then as electoral machines. The most important resources are
money and labour, though Ware suggests there are others, such as personal charisma
of individual politicians — an individual’s charisma might be very important in
helping the party to attract votes. Labour is provided by party activists, who are
usually unpaid volunteers but money can be provided by a range of sources,
including members but also interest groups, firms and, increasingly the state. There
are limits to the substitutability of resources, e.g. even parties running media-based
campaigns need activists to operate telephones and computers. ‘Consequently, how a
party responds to the challenge of developing its organization in a way that enables it
to maintain (or improve) its electoral competitiveness depends on where it perceives

its potential new resources residing’ (Ware, 1996: 106).

A variation of this resources-based approach, centred on the cartel party
thesis turns the traditional relationship between resource acquisition and electoral
competitiveness on its head. The cartel thesis claims that the integration of parties
with the state has created a cartel among the main parties, in which the substance of
party competition is greatly reduced. One of the most important aspects of this
integration is state-funding of parties. As Ware (1996: 108) observes, ‘[t]o the extent
that the state can provide for resources that are substitutable for those resources
provided by members and activists it provides a disincentive for individual parties to
expand and develop a membership base’. Ware claims the main problem with the
‘sociological’ approach is that vérious organisational structures may be compatible
with a given pattern of resources but the approach does not enable us to predict
which one will emerge. However, the more general idea that the supply and demand
of resources is an important element towards an understanding of party organisation

is one that is incorporated in the model set out shortly.
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In the remainder of this chapter, I synthesise existing work on exchange
models of party organisation. The model I develop combines elements from the three
approaches to the study of party organisation identified by Ware. The resultant model
emphasises the importance of electoral shocks, as well as internal distributive

conflicts. It also places great emphasis on the supply and demand of party resources.

3.3 THE INFORMATIONAL FUNCTIONS OF POLITICAL PARTIES

A major argument of this thesis is that the internal organisation of parties, and
their relationships with ordinary voters, is most fruitfully comprehended in terms of
political exchange, i.e. the exchange of votes and/or resources for policy promises.
Political exchange is necessarily subject to much higher transaction costs than
economic exchange. Economic exchange is conducted through the medium of
money, making exchange simultaneous and precise. Measurement costs in basic
market exchange are usually low, as each trader knows what s/he is getting (and
giving) and how much of it s/he receives (and gives). Enforcement costs in market

~ exchange are reduced by the existence of a disihferested third party (the state), which
can legally enforce contracts. As we shall see, certain kinds of exchange involving
highly specific assets face more serious enforcement problems and may require
additional institutions (Williamson, 1985), but generally economic exchange is much
easier to measure, monitor and enforce than political exchange, ceteris paribus.
Political exchange is usually non-simultaneous (Weingast and Marshall, 1988) as
votes, favours, donations, labour, etc. are supplied now in exchange for promises of
Sfuture benefits. However, there is no common medium of exchange, such as money,
in which promises can be stored and cashed in. Conventional 10Us are inefficient
because in politics there is generally no neutral arbitrator that can enforce
agreements. Furthermore, politics usually concerns the supply of public goods, which
because they are indivisible and non-excludable involve problems of measurement
and enforcement. Determining who supplies what and how much can be difficult.

Thus, political exchange cannot be analysed as precisely as economic exchange.

Nevertheless, exchange models can shed light on the microfoundations of
political organisations and help explain why certain institutions arise. Political
exchange is a feature of rational choice models of party competition. The Downsian

model consists of voters and parties engaging in electoral exchange, in which policy
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promises are traded for votes. However, Downs did not examine the exchange that
occurs inside parties between intraparty actors. His intention was to explore the
dynamics of party competition in a simplified setting so he assumed away internal

divisions in parties, regarding the latter as unified actors:

[A] political party is a team of men seeking to control the
governing apparatus by gaining office in a duly constituted
election. By team, we mean a coalition whose members agree on
all their goals instead of just part of them (Downs, 1957: 25)
[Emphasis in original].

Textbook presentations of the Downsian model normally assume perfect
information. Downs himself discussed the role of uncertainty in party competition
but he did not fully explore its consequences for parties as organisations. Parties
appear as ‘black boxes’ in his model, being cohesive teams of office-seekers rather
than organisational complexes. In fact, the concept of parties as organisations makes
sense only in conditions of incomplete and costly information, as we can see by
considering the counterfactual situation of perfect information, which in a two-party

system entails the following:

Each voter knows her own policy preferences.

Each voter knows the aggregate distribution of all voters’ preferences.

Each voter knows the policy positions of both parties.
Each party knows its own policy position.
Each party knows the aggregate distribution of all voters’ preferences.

LI T S

Each party knows the policy position of the other party.

From these assumptions, inter alia, parties know the policies they must adopt to win

elections.’ However, at least four implications for party organisations follow:

I1 If voters are completely informed, there is no persuading role for political
communications, such as leaflets, advertising, broadcasts etc. or for ‘spin
doctors’. Propaganda consists of partial information (supportive of one’s own
party, critical of opponents), and is effective only in conditions of incomplete

information.
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L2 If parties are completely informed about voters’ preferences, they need not
expend resources on collecting such information, making polling and focus

groups superfluous.

I.3 Since all actors are perfectly informed of each other’s preferences and
positions, electoral campaigning is otiose. Therefore, politicians do not need
donations of money or labour because these resources are required only for
campaigning.

1.4 Policymaking committees and conventions are unnecessary because in the
absence of activists and interest groups, politicians simply choose policies that

can win elections.

These propositions imply that party organisation is redundant in conditions of
perfect information. Once the need to campaign is removed, so is the need for
organisation, which is why they appear as ‘black boxes’ in perfect information
models, an assumption that still characterises much rational choice modelling of

party competition.*

In reality, information is incomplete and costly, and it is in such conditions
that party organisation is needed. Political exchange between voters and parties
incurs costs covering information collection and transmission, organisation and
mobilisation. Politicians must expend resources discovering voters’ preferences, as
well as testing the popularity of different policies. Meanwhile, voters have only a
basic idea of party programmes, relying on free information from the mass media
and using ideologies as information-economising devices because they have little
incentive to expend resources on acquiring information (Downs, 1957; Ware, 1979:
35-7). Parties have incentives to transmit information favourable to themselves or
disparaging of their opponents. In short, parties must campaign to persuade
imperfectly informed voters to support them. Leaflets must be printed; advertising
space must be purchased; opinion polls must be commissioned; spin doctors and
advertising professionals must be employed; party functionaries need transportation;
rent must be paid for hired buildings, and so on. To cover these costs, politicians
need financial contributions and labour from supporters. Individual politicians will
need to pool their resources in parties in order to surmount these costs, which would

otherwise present considerable barriers to entry. Politicians have incentives to band
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together in parties because campaigning is costly but can exhibit economies of scale
and it may be easier to raise funds as a group because greater numbers lend greater
credibility (Laver, 1997: 85). Politicians may have reputational incentives to join
existing parties because a party label is a low-cost way of conferring information to
voters about a politician’s credibility and preferences (Aldrich, 1995: 50, 55). Hence,
‘parties’ in the loose sense of ‘bundles’ of politicians, activists and campaign
resources, stem from information costs facing ambitious politicians. The premise of
incomplete information establishes the need for politicians to attract activists in order

to campaign for votes — and in the process creates a new set of exchange relations.

3.4 POLITICIANS, ACTIVISTS AND POLITICAL EXCHANGE’

Intraparty Incentive Structures

Since Downs’ definition of a party is inadequate for this thesis, we need an

alternative one. Ware (1996: 5) offers the following:

A political party is an institution that (a) seeks influence in a state,
often by attempting to occupy positions in government, and (b)
usually consists of more than a single interest in the society and so
to some degree attempts to ‘aggregate interests’.

This definition avoids assuming party members are united in their beliefs and goals.
It also enables a distinction to be drawn between parties and pressure groups. It does
not, however, mention participation in elections because it is intended to cover
parties in one-party states as well as liberal democracies. For present purposes,
participation in competitive elections and the pursuit of government are essential
attributes of parties. Combining these points permits a conception of parties as

politicians and activists interacting within an institutional setting.

Now we have seen that politicians require finance and labour in order to
campaign for and win votes. It is the contention of this thesis that a valuable way of
conceiving of this relationship is in terms of political exchange between the two sets
of actors. Exchange models of party organisation focus on exchange between
politicians and activists, whereby activists agree to campaign for politicians to help

them get elected in return for policy concessions or other benefits. Though there have
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been a number of important contributions,® the main exchange models are those of
Schlesinger (1984) and Strem (1990; see also Strem and Miiller, 1999), both of
which strongly inform the model developed here. In this section, I assess
Schlesinger’s model, which looks at incentives within parties while in section 3.5, I

turn to Strem, who focuses on institutions.

Schlesinger presents an incentive structure for a party organisation embedded
in a two-party system in which politicians are assumed to be office-seekers. His
account is based on a distinction between parties and other kinds of organisation,
such as firms, interest groups and bureaux.” He compares them in terms of three
variables: (1) how they obtain key resources; (2) the nature of the organisation’s
principal output; (3) the mode of compensation of the organisation’s participants.
Parties and firms are similar on only the first of these counts, in that they both obtain
their key resources through market exchange. Like firms, parties must measure their
success by market criteria, i.e. whether they secure enough votes to win an election.
By contrast, interest groups have much greater freedom to define their own goals and
standards of success. Thus, if they put up candidates in an election, they define their
own measure of success or failure, e.g. targeting certain incumbents, winning a given
number of seats, etc. But winning elections is not the be-all and end-all for an interest
group. In short, where parties are office-seekers, interest groups are policy-seekers.
Similarly, bureaux obtain resources from governments and can maintain their

existence if they can convince governments to continue funding them.

Thus, parties and firms both need to be competitive. In two other key respects
though, parties differ from firms. On the nature of their respective output, firms
produce private goods but parties, like interest groups and bureaux, seek to supply
collective goods. Private goods are divisible, easy to measure, and those who refuse
to pay for them can be excluded from consuming them. Revenues generated from
sales can be used to compensate directly those producing the goods — the firm’s
workers — who can be recruited directly via the labour market. The material
incentives that firms provide to their workers means that the latter can happily
produce the firm’s output without having any desire to consume it. By contrast,
parties produce collective goods — policies — which cannot be divided up among
individuals, which are not readily observable, and which cannot be restricted to those

who pay for them or help to produce them. Inter alia, this means that collective
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goods generate no revenue (Olson, 1971), which in turn implies that parties must
recruit labour (and financial donations) by offering non-financial incentives.® While
politicians receive social and material benefits from attaining office, activists receive
solidary and purposive incentives in return for their voluntary labour (Clarke and
Wilson, 1961).° Solidary (social selective) incentives refer to such factors as
friendship and status — in general the enjoyment one derives from participating in a
group, though they may also be negative, e.g. avoiding ridicule and ostracism.
Purposive benefits are payoffs an individual receives from seeing certain policies
implemented or ideological goals achieved.'® As Schlesinger observes, these benefits
are collective and thus run up against Olson’s free-rider problem. Those attracted to
parties by purposive incentives tend to be the young and inexperienced, who lack
sufficient information to be able to calculate the relative costs and benefits of joining
groups. Such incentives lack staying power and there is likely to be a high rate of
membership turnover as those who gain experience realise their marginal influence
and quit the party, being replaced by new recruits. Those who remain in the party
have probably become attracted to the social benefits of membership. Nevertheless,
the existence of purposive incentives means that party members, unlike employees in
a business firm, have preferences over the kind of output that their organisation
produces (Demsetz, 1990) and thereby have an interest in the configuration of power

in the party because this may determine which policies are adopted.

This leads to the third variable identified by Schlesinger, the mode of
compensation offered by the organisation. Firms pay their workers monetary rewards
but parties generally do not pay their members and activists. On the contrary, they
look to their members to supply the party with finance. Direct payment allows firms
to recruit workers from the full-time labour market and exercise control over them
once they are hired, making sure that they turn up on time, fulfil certain levels of
productivity, etc. Moreover, it allows the firm to rationalise its workforce, producing
the most efficient division of labour. By contrast, parties recruit members from the
leisure market and there is thus the constant risk that they may be diverted to other
pursuits. The lack of financial remuneration prevents parties from controlling their
members in the same way as firms. The members’ contributions are voluntary so
they cannot be ordered around under the threat of dismissal. Many members — in

fact, most — are likely to make no active contribution at all other than paying their
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annual subscriptions. Inter alia, this prevents party leaders from rationalising their
organisations as efficiently as firms can. Perhaps most importantly, parties must offer
their members other rewards - policies and candidates. Since this is a party’s
principal output, its competitiveness in the electoral market may be damaged if the

members’ preferences are not aligned with those ofthe median voter.

Table 3.1 Reasonsfor Joining the Labour Party

Motives (important examples in italics) %
Altruistic concerns 42.3
A beliefin socialism 14.2
To help the working class 10.5
To create a more equal/compassionate society 9.6
Collective positive incentives 7.5
Collective negative incentives 17.4
To get rid of Thatcher/Conservatives 16.9
Selective outcome incentives 0.3
Selective process incentives 23.9
To bepolitically active 11.5
Social norms 7.2
Unclassified 1.4

Source: Seyd and Whiteley (1992: 74, Tab. 4.5).

Sehlesinger’s account of incentive structures in parties is useful and forms a
central part of the exchange model deployed in this thesis. A recent empirical study
of British Labour Party members found that incentives of a broadly purposive nature
were the most important reason members gave forjoining. Seyd and Whiteley (1992)
devised a general incentives model of party membership fairly similar to that
described above. They identified three classes of reasons forjoining a party: rational
(collective and selective incentives, whether process- or outcome-oriented), altruistic
and social norms (Table 3.1 above). Inter alia, they claim 42.3 percent of Labour

members joined for altruistic reasons and 24.9 percent joined for collective
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incentives (positive and negative). However, the distinction between the two is rather
hazy. Collective incentives referred to support for certain policies or a desire to
defeat the Conservatives. The most important altruistic motives for joining were a
belief in socialism, to help the working class and to create an equal society (1992:
74). Both categories relate to ideology and policy, and can be subsumed under the

heading of purposive incentives, in which case, two-thirds of Labour’s members had

purposive motives for joining.

Schlesinger tends to discount the long-term significance of purposive
incentives because they are collective and from this he invariably assumes office-
seeking politicians face few serious impediments from activists (e.g. pp. 387-8). As
such, it would appear there is very little ‘exchange’ taking place inside parties,
certainly over policies. Yet this sits uneasily with their important recruiting role and
the ubiquity of ideological struggles inside real-life parties. In fact, purposive
incentives can be accorded an important role even in rational choice models once we
realise the impact they may have in combination with social incentives. The latter
conform to Olson’s broad definition of selective incentives — private benefits that
accrue only to joiners — because only by participating in a party’s activities can
individuals secure friendship, status and the opportunity to meet like-minded people,
etc. (see Chong, 1991: 31-72; 2000). In his critique of exchange models, Ware (1992:
81-3) complains that they sideline social incentives yet there is no reason why they
should not be integrated into the model.'' Social incentives buttress purposive
incentives. Theoretically, people may join a party just for social incentives while
having no sympathy for its policy goals but they are unlikely to find friends in a
party whose members are hostile to their own views (Chong, 1991: 34). Social
incentives are important when a party is out of government and unable to implement
its policy package, though their relative importance has diminished over the years. In
the era of the old mass parties, many people joined parties for access to their cultural
and social functions (the German SPD was archetypal in this regard). Access to other
sources of leisure, particularly through the mass media, has reduced the importance
of these kinds of clubs yet party activists still benefit in the narrower sense of
meeting like-minded people. Empirical studies provide support for the importance of
these incentives: in the Seyd and Whiteley study above, 23.9 percent of members

joined for selective process incentives, mainly of a social nature.
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Social incentives are particularly important for activist retention. Negative
social incentives may persuade activists to continue working hard for a party. Since
activists are volunteers, they cannot be ‘sacked’ if they shirk, as employees can.
Whereas employment contracts set out workloads and penalties concerning
unfulfilled obligations, party constitutions do not detail the responsibilities of
activists other than specifying an annual membership fee. There are never provisions
setting out activist workloads. This lacuna is due to the collective goods output of
parties, the voluntary nature of party membership and the lack of financial incentives
for recruitment. There seems to be nothing to stop activists from shirking on their
labour contributions. However, negative social incentives in the form of ridicule or
ostracism from colleagues may help control shirking. Those seeking to occupy
elected positions in local parties will not want reputations for shirking. Social
benefits are more likely to accrue in small groups, where individuals’ efforts are
noticed by others, so it is not surprising that much activism is organised locally. A
branch structure breaks up a national collective action problem into thousands of
small collective action problems, which can be overcome as social incentives and
conditional cooperation flourish (Bendor and Mookherjee, 1987). Nevertheless,
social incentives are most useful for existing activists. They do not accrue to inactive
members, who are often fleeting members but who normally comprise the majority
of a party’s membership. The activists form a self-selected core that dominates a

party’s intermediate-level structures.

Indeed, the relatively small numbers of individuals joining parties and the
even smaller number who become active has led many political scientists to suggest
that activists are different from most voters — and here we can see the true
significance of purposive incentives. The most famous expression of this is John
May’s ‘law of curvilinear disparity’ (1973), which predicts that activists will be
politically more radical than voters. May’s law is based on two assumptions: first,
that party members can be horizontally divided along organisational fractures, and
second, members within these different subgroups face different incentives and
receive different types of payoffs. The subdivision of the members is along a
continuum ranging from low to high ‘organisational status’, whereby leaders occupy
high positions, activists occupy intermediate positions and the party’s supporters

occupy low positions. May claims there is a ‘curvilinear disparity’ of incentives and

56



preferences between high, intermediate and low status levels. Politicians strive for
material and social incentives, such as the financial rewards and status of holding
office and power, whereas activists are attracted mainly by purposive incentives.
Only the most zealous people will undertake the tedious administrative chores of
local party organisations. In order to gain office, party leaders prefer ‘moderate’
policies aligned with ordinary party supporters’ preferences, whereas activists are
more likely to have radical preferences, producing leftwing extremists in socialist

parties and rightwing extremists in conservative parties (Figure 3.1).

Figure 3.1 Curvilinear Disparity (based on May, 1973: 139, Fig. 5)

Li Leftist party Rightist party
Leaders
Activists
Voters
Left Centre Right

May’s law has been criticised on theoretical and empirical grounds but some
of its weaknesses stem from the model of party competition on which it is based. It is
often said that May’s law is founded on the Downsian model (e.g. Iversen, 1994:
158), but this is not true - May assumes most voters are pre-committed to one or
other party (1973: 139, esp. n.l). Hence, two recent tests of May’s law (Iversen,
1994; Norris, 1995b) followed May in focusing on the preferences of the mean

partisan supporter of each party and purported to show the lack of any great
differential between these voters and party activists. However, reformulating May’s
schema on the Downsian model draws our attention away from partisan supporters
and towards the median voter overall, since it is the latter that parties must capture. If
a party attracts all its activists from one side of the median voter divide, the median
activist will always be more radical than the median voter, regardless of whether the
activist body is dominated by extremists. This obviates making strong psychological
assumptions about ‘zealous’ activists (which Kitschelt (1989) claims is a feature of

exchange models) in order to show that activists are more radical than voters. 12 This
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reformulation of May’s law is less contentious than the original version but also

more relevant and is the first of five propositions I offer on party organisation:'?

P.1  In two-party systems, a party’s median member and the overall median voter

have different policy preferences (modified law of curvilinear disparity).

Thus, a genuine exchange model of parties requires us to recognise that there
are two parallel spheres of political exchange: an internal sphere of exchange
between politicians and activists; and an external realm of exchange between
politiéians and voters. Pace Schlesinger, the exchange of policy promises for
labour/finance inside parties is important and we cannot simply assume that such
internal exchange will always be trumped by politician-voter exchange. (Neither, as I
argue shortly, can we follow early exchange models in assuming politicians are

completely constrained by the preferences of activists.)

However, at this point, two problems arise. First, the simple exchange model
suggests politicians offer the same policy promises to all activists. Yet if an activist is
not happy with these policies, she has little incentive to engage in the exchange.
Thus, the simplified model might appear to assume all activists share the same policy
preferences, which in turn implies politicians are forced to forgo recruiting large
numbers of activists because they cannot offer them satisfactory policies. Yet it is
unrealistic to assume even broadly homogenous preferences among activists. Second,
even if activists unite behind a policy, politicians face a choice in accommodating
their preferences or those of the median voter (P.1). Politicians might persuade
activists that moderation is needed to win an election but in government radical
policies can be implemented. Yet the risk remains that the politicians will renege on

their promises. These problems are discussed next.

3.5 PARTY ORGANISATIONS AS GOVERNANCE STRUCTURES"
Exchange and Institutions

The black box status of parties in rational choice models of party competition

mirrors the way in which the firm was regarded as a production function in neo-
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classical economics. Indeed, organisational economists’ attacks on this conception of
the firm point the way forward for reconceptualising parties.'”” Williamson (1985)
argues that firms are governance structures in which some transactions are organised
more efficiently than they would be in markets.'® The key elements for Williamson
are imperfect information, since not everything can be known in advance;
opportunism, which is ‘self-interest seeking with guile’; and asset specificity, or, the
degree to which investments made during the course of a trading relationship are
dependent on the continuation of that particular relationship (Williamson, 1985: 30-
2). Some exchanges can take place via the market and without the need for
institutions because the goods/services being traded can easily be put to alternative
uses if an agreed exchange breaks down. Such exchanges involve fairly unspecific
assets. By contrast, highly specific assets are vulnerable to opportunistic behaviour in
market exchange (e.g. ex post attempts to renegotiate contracts) so they are more
efficiently organised in firms through a process of ‘vertical integration’. Williamson
(1985: 114-5) gives the example of General Motors buying out the car body
manufacturer, Fisher Body in 1926. From 1919, Fisher had a ten-year contract to
supply GM with car bodies, but a technological shift from wooden to metal car
bodies required increasingly specific investments geared to the particularities of
GM’s cars. GM became dissatisfied with the contract and wanted to renegotiate more
favourable terms. Fisher resisted this as well as demands to situate its plants adjacent
to GM’s. However, Fisher could not hold out indefinitely because its investments
were tied up in supplying GM and it would be costly to switch to other companies.
Fisher and GM integrated under a unified governance structure, thereby enabling the

realisation of economies of scale without fear of opportunistic behaviour.

Now, political parties are similar to the Williamsonian conception of firms.
Given the nature of the transaction costs attending ‘trade’ between politicians and
activists, such trade is best organised within an institutional framework whereas
politician-voter ‘trade’ can be accommodated in ‘market’ (i.e. electoral) exchange.
Internal rules and party organs institutionalise politician-activist exchange, providing

it with durability.

When politicians offer policy promises in return for a tangible resource such
as a vote or a donation, the exchange is normally non-simultaneous. This insight

(following Weingast and Marshall, 1988) forms the centrepiece of Strem’s exchange
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model of party organisation (1990). Strem argues that when activists campaign for
politicians, they are usually supplying their labour in the months and years before an
election, after which they hope to obtain favourable policies from the newly-elected
politicians (the same applies to financial donors). We may add that the same non-
simultaneity characterises politician-voter exchange because when voters offer their
votes, they do so hoping policy promises will be enacted in the future. In each case,
politicians may face a commitment problem because once voters or activists have
supplied votes or finance/labour, the politicians could decide to renege on their
promises. Thus, politicians could promise radical policies to activists in order to
secure their campaigning efforts but once in office they may renege. However, if
activists anticipate this problem, they may undersupply campaign resources (Strogm,
1990: 576). This is a prisoner’s dilemma in which politicians’ incentive to break their

promises imposes costs on them as activists shirk.

Commitment problems in non-simultaneous political exchange are similar to
the problems caused by high asset specificity in economics (e.g. donated labour or
finance cannot be retrieved and reinvested elsewhere), and in the case of politician-
activist exchange, the solution is similar: to institutionalise exchange in a rules-based
governance structure, i.e. a party. Strom (1990: 577-9) lists three institutional means
to promote credible commitments in parties: (1) intraparty democracy; (2) internal
recruitment policies that favour existing activists; and (3) personnel accountability of
leaders to members. The first enables decentralised policymaking, the second permits
activists to pursue careers and the third gives activists the power to replace shirking
politicians. Each of these is a means, whether direct or indirect, by which activists
can influence party policy and limit politicians’ autonomy. To this we may add that
there are two principal mechanisms available to institutional designers for affecting
outcomes: screens (or filters) and sanctions (Pettit, 1998: 57-9). Sanctions, which
can be positive (rewards) or negative (punishments), impact on the desirability that
agents attach to each option within their set of options, while the set itself is assumed
constant. While sanctions concern agents’ incentives, screens are about excluding (or
including) certain options. Alternatively, they may involve excluding (or including)
certain actors from the decision-making process. Throughout this thesis, it is shown
that screens are an important institutional mechanism in party organisations, €.g. in

candidate and leader selection procedures.
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Thus, Strem’s insight is to see that institutionalising exchange in
organisational structures assigns enforcement powers to activists and reduces their
fears about elite shirking. Institutions are efficient because they permit exchanges
that otherwise might not take place due to the transaction costs that attend them.

Therefore, my second proposition on party organisation is:

P.2  Party institutions are efficient in that they reduce party members’ policy

enforcement costs and ease the commitment problems of members and

leaders.

Streom also observes that the severity of any commitment problems for
politicians can vary according to the technology of campaigning that is deployed
(1990: 575-6). Labour-intensive mass parties that depend on activists will be most
affected whereas capital-intensive parties that rely on mass media campaigns can
comfortably afford shirking by activists. Other things equal, office-seeking
politicians may thus prefer capital-intensive technologies because it eases their
reliance on policy-seeking activists. This creates a dynamic element in the exchange

model and I return to it in section 3.6

Institutions also mediate exchange between politicians and voters (e.g.
electoral systems, voter registration, term limits). However, formal organisations,
whose functions and activities occur much more regularly than quadrennial election
days are generally not required despite the non-simultaneity of politician-voter
exchange. The frequency of exchange is an important dimension of asset specificity,
with infrequent exchange less vneedful of costly governance structures (Williamson,
1985: 72-3). An individual voter has little incentive to form extra-electoral
institutions to reduce the costs of exchange because her vote is but one among
millions and is cast just once every four years. By contrast, activists make much
higher political investments of labour and donations. These are wasted if politicians

shirk so institutional guarantees of control are required.

Strem’s model fits well with the incentives approach set out earlier and it
forms another important part of the exchange approach adopted here. However, there

would appear to be a slightly problematical feature with the story thus far. The
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unstated assumption has been that activists seek a single set of policies from the
politicians — after all, in the Downsian model a party can occupy only a single point
on the policy continuum at any one point in time — and use intraparty institutions to
enforce their preferences. In reality, activists’ preferences range along the ideological
spectrum even if the distribution is usually skewed towards the radical end. In which
case, why is one set of policies chosen rather than another? Furthermore, will those
activists who do not receive their most favoured policies from politicians decide to

exit? An exchange model must be able to address these problems.

Activist Preference Heterogeneity

Simple exchange approaches focus on the ‘horizontal’ division within parties
between the elite at the top and the activists at the bottom. This dichotomy has often
been identified by critics as too simple to capture all the important elements in
parties (e.g. Kitschelt, 1989). However, recognising that preference heterogeneity
exists among the activist body allows us to go beyond simple exchange models
because a role is opened up for vertical (i.e. factional) fractures running through
parties. While retaining the assumption from May’s law that activists on average will
be more radical while politicians on average are more moderate, we can accept that
both sets of actors will display a range of policy preferences. Moreover, elites and
followers with similar preferences can band together in their own factions. Figure 3.2
presents a simple illustration of this in a social-democratic party, with the horizontal
division between leaders and followers crosscut by a factional division between
moderates and radicals. The moderate faction (shaded light grey) is a ‘top-heavy’
coalition consisting of the bulk of the political leaders supplemented by a minority of
party members. The radical faction is a ‘bottom-heavy’ coalition of mainly ordinary
members together with a minority of the politicians. This is a simplification but
according to May’s law it represents something like the normal configuration in
major parties. ‘Moderate’ coalitions tend to be ‘top-heavy’ while ‘radical’ coalitions
tend to be ‘bottom-heavy’ though all coalitions exhibit tensions between leaders and

followers, especially if the former are shirking.
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Figure 3.2 Horizontal (Organisational) and Vertical (Factional) Cleavages

Moderates: ‘top-heavy’
coalition (light grey)

Radicals: ‘bottom-heavy’
coalition (dark grey)

Many authors use the concept of the dominant coalition as that subset of
actors that controls a party (e.g. Panebianco, 1988; Harmel and Janda, 1994).17 Rival
factions may challenge the dominant coalition or be coopted into it. Vertical and
horizontal (leader-follower) cleavages may crosscut because each faction includes
politicians and activists. Subgroups of activists can attempt to install a subgroup of
politicians in order to control party policy. The excluded activists may in turn
promote another subgroup of politicians. Likewise, politicians outside the dominant
coalition may compete against it or be coopted into it. A constraint on incumbent
party leaders straying too far from the preferences of most activists is that they could
be replaced by an alternative set of politicians. The parliamentary body contains
many politicians seeking to pursue their own self-interest and the most effective way
of doing this is by holding key leadership positions in the party. Rival politicians
may have incentives to monitor the leaders and expose shirking in the hope of being
called upon to replace the incumbents (see Laver, 1997: 68-88). Vertical cleavages
are thus very important though ultimately in an exchange model horizontal cleavages
retain primary (but not sole) explanatory priority, particularly as far as institutional
change is concerned. Major intraparty organs are usually divided from each other by
horizontal fractures, i.e. they are in a hierarchical relationship. It is rare to find
institutions purposefully divided by factional fractures, i.e. a body set aside for the
left, another for the right, etc. This latter configuration should be distinguished from
horizontally divided bodies that happen to be dominated by one or other faction, e.g.

local party branches dominated by radical activists. The assumption of horizontal
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cleavages inside party organisations together with May’s law suggests there is a
systematic tendency for party organs at given organisational levels to have certain
distributions of preferences, e.g. parliamentary bodies dominated by moderates and

local branches dominated by radicals. I return to this in section 3.7.

These points raise questions about the institutionalisation of politician-activist
exchange. Since a party’s leadership can set party policy at only one point on the
policy continuum, and given activist preference heterogeneity, leaders cannot recruit
activists by offering all of them their most preferred policies. Why then would
activists remain in a party if their preferred policies are not adopted, given their
considerable investments of money and labour? Answering this helps us identify

another general function of party organisation:

P.3  Party institutions aggregate members’ preferences and permit enduring

preference heterogeneity among members and politicians. 18

Through their procedural and voting rules, as well as with rules on voter eligibility,
institutions aggregate activists’ preferences so as to prioritise a single policy position.
For example, policymaking conferences allow activists to choose policies they
collectively want party leaders to pursue. This necessarily means that not all activists
are exchanging resources for promises of their preferred policies — only some
activists will be in this position. Thus, rather than being directly offered policy
promises per se, activists are instead offered institutions as a means of influencing
policy. That is, intraparty institutions serve as a substitute for the explicit exchange
of policy promises for resources. This crucial point is absent from Strem’s exchange
model. It is crucial because even if a subset of activists fail to secure their most
preferred policies, they can use the institutions to try to change policies, ensuring that
they have incentives to remain in the party because they can fight again, building
new coalitions and forcing new votes. Institutions also provide the means for
activists or their representatives to bargain with politicians, e.g. through elected
members of committees. Thus, institutions and the distribution of preferences co-
determine party policy. Finally, party constitutions usually set out means by which
the institutions themselves can be changed so that even if a subset of activists is

disadvantaged under current rules, they may have further incentives to stay if they
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believe they could introduce more favourable institutions. Just as actors have
different preferences over policies, they also have different preferences over

institutions. I return to this in section 3.7.

In summary, Strem’s exchange model provided insights into how party
organisation helps reduce commitment problems between politicians and activists.
However, we identified a second function of institutions — to aggregate members’
preferences — which forces us to reconceptualise the exchange approach to parties. In
the same way, according to Weingast and Marshall (1988) that the committee system
in the US congress serves as a substitute for the explicit exchange of votes for
promises, so intraparty institutions over policymaking and candidate selection
substitute for the explicit exchange of activist resources for policy promises.
However, the degree to which institutions can enforce deals is itself a variable. A
problem facing intraparty actors is that parties also engage in electoral exchange with
voters. This requires politicians to have some autonomy in order to speak to two
different constituencies but it ensures that commitment costs are never fully

eradicated. It is to that and related problems that I now turn.

3.6 THE POLICY-VOTES TRADE-OFF AND POLITICIANS’ AUTONOMY

Politicians must offer popular policy promises to voters to win elections and
thereby satisfy their own office-seeking desires. Politicians also require activists if
they are to win votes and in return activists require institutions through which they
can pursue their own interests and exert influence over politicians. However, the
median activist and the median voter have different preferences (P.1), presenting
politicians with a strategic dilemma. Activists too face tough choices since they
know their favoured policies can be implemented only if their party captures the
median voter. If they burden it with extreme policies, they may hand victory to the
opposing party, to whose policies they are more vehemently opposed. It is, therefore,
too simplistic to regard them as pure policy-seekers who have no interest in electoral
considerations, though this is how they are normally regarded in the rational choice
literature (e.g. Robertson, 1976; cf. Kitschelt, 1989). Activists face a trade-off
between doctrinal purity and electability so it is more realistic to regard them as
constrained policy-seekers, i.e. there is a minimum probability of electoral success

that they demand of any given policy package (which in reality is an empirical

65



question). Activists may voluntarily dilute their demands if their preferred policies
fail to offer a high enough chance of electoral success. Intraparty institutions are
important, being sites of bargaining between politicians and activists. Whether in
delegate conferences or committee meetings, politicians and activist representatives
can agree a policy package that will win votes but which also contains some policies
favoured by the activists. This may not be impossible given the reality of imperfect
information among voters. Politicians may attempt to ‘becloud their policies in a fog
of ambiguity’ (Downs, 1957: 136; see also Alesina and Cukierman, 1990; Shepsle,
1972) in order to capture centrists while retaining extremist support. Such strategies

are more likely to sway voters than better-informed activists.

To do this, politicians need some autonomy from activists, with freedom to
expound and interpret policies. Since electoral politics is characterised by constant
flux, with new issues and events arising, politicians generally do require some — and
prefer more — discretion over policy and its presentation. Institutional accountability
and control mechanisms provide safeguards for activists and may encourage them to
permit autonomy. However, granting discretion carries risks for activists because
opportunistic politicians may exploit it to tweak policies through presentation. This
could be a problem if the party gains office because governments can use the
resources of the state and are more independent of activists. Activists will be more
willing to allow discretion if politicians’ preferences are close to their own because
agency loss will be lower (so moderate activists are likely to permit discretion to

office-seeking politicians), but less likely if there is a big difference in preferences.

P.4  Party leaders tend to prefer institutions that give them more autonomy from
members but members tend to prefer institutions that give them more control

over politicians.

Many intraparty tensions can be traced back to elites’ exercise of their autonomy.
This autonomy is greatest when politicians are in government, and we often find that
activists attempt to impose stricter controls on politicians after their ejection from
office, especially if there is a perception that the government reneged on promises to
activists. It is costly for politicians to shift policy in the face of activist opposition

because it can cause ‘voice’ and ‘exit’ (Hirschman, 1970). Activist voice can range
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from public disquiet to attempts to implement new policies or enforce institutional
reforms. If a subgroup of activists realises it has no hope of affecting party policy, its
members may decide to exit. Activist voice and exit are more likely to occur when
politicians have considerable autonomy. If politicians could be completely controlled
by activists, the latter would bear full responsibility for the party’s performance. This
would still leave room for voice and exit but it would be among activists themselves.
However, if politicians have discretion to shift policy, activists are more likely to
believe they are being ignored when policy does not reflect their own preferences.
Politicians must weigh up the electoral costs of activist voice and exit. Voice is
costly because voters are often repelled by divided parties, though closing down
channels of ‘voice’ such as embarrassing conferences may encourage membership
exit. Exit is costly if it leaves politicians with insufficient activists for campaigning.
Politicians may then feel compelled to offer policy compromises or institutional

reforms to stem the outflow of activists or attract new ones (see below).

Some degree of leadership autonomy is a reality in most parties. This reminds
us that political institutions have distributive as well as efficient consequences. Party
organisation is efficient if it provides politicians and activists with payoffs higher
than they could achieve in non-institutionalised exchange. This is shown in Figure
3.3, where politicians and activists begin at the non-party status quo ante point a.
Politicians’ utility increases with votes and resources whereas activists’ utility
derives from policy and social benefits. Party organisation offers activists some
protection from the threat of shirking by politicians and institutionalises the supply of
resources to politicians. Thus, there is a Pareto improvement whereby politicians and
activists move to a point north-east of point . However, numerous institutional
configurations are Pareto-superior to a — e.g. b and e are on the Pareto frontier and
are thus Pareto optimal. However, a move to the Pareto frontier need not imply a
Pareto improvement, e.g. a move from a to freduces politicians’ utility. Moreover, a
Pareto improvement need not reach the Pareto frontier (e.g. a move from a to d).
Thus, b, ¢, d and e are just four examples of Pareto improvements on the status quo
ante. Each represents a different institutional settlement, but which will be chosen?
This cannot be determined a priori as it depends on the relative bargaining power of
politicians and activists. Disputes over which Pareto improvement to choose are

distributional conflicts as politicians and activists seek to maximise their payoffs.
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Figure 3.3 Efficient and Redistributive Institutions

Politicians’
Utility

dm

Activists’ Utility

Since politicians and activists often prefer different policies, they may also
disagree over institutions. Conflicts over institutions can be even more intense than
conflicts over policies because institutions have a longer time-span than policies and
represent investments by actors (Tsebelis, 1990: 92-118). Party institutional change
is an ever-present possibility. For example, in Figure 3.3 assume that the formation
of party institutions results in a new status quo at b. Politicians seeking more
autonomy might want to move to e. By contrast, activists prefer a move to ¢ so as to
reduce leaders’ autonomy, though if they move tof politicians would be worse off
than they were at the non-party stage (point @) and such points are not viable in the
long term. Any point that makes activists worse off than they were at a would cause

membership exit and party decline, so it too would not be viable in the long term.

It is easy to think of examples of institutions with different distributive
consequences. Policymaking conventions have differing abilities to enforce their
decisions. Party leaders often have more autonomy if parliamentarians rather than
activists elect them. Leaders facing mandatory annual re-election have less autonomy
than those who remain in charge until challenged. Nomination rules make it easier or
harder to mobilise support for challengers. Parliamentarians may face reselection
panels run by activists. If a party’s executive has no veto power over local selection
contests, the activists can exert more control over their MP. Generally, institutions
provide greater or lesser amounts of discretion for politicians. The more discretion
politicians enjoy, the greater the potential commitment costs will be because activists
may suspect that promises could be broken and so undersupply resources. Party

organisation reduces commitment problems but does not eradicate them.
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Campaign Technologies

The inevitability of leader-activist disparities over policy gives politicians
incentives to develop ways of campaigning that permit a reduction in demand for
activists’ services, introducing a dynamic element into the exchange model. The
post-war period has seen a strong shift in liberal democracies towards capital-
intensive means of campaigning based on the electronic media and lately involving
computerisation (see Scammell, 1995; McNair, 1999; Farrell and Webb, 2000;
Wring, 1996). Intraparty conflicts are not the only motivation to develop new
technologies but they are an important one. The old mass parties of the pre-war era
were based on labour-intensive techniques, relying on activists to ascertain voters’
desires and communicate the party’s policies. The activists were in a powerful
position as conveyers and collectors of information, which would be filtered through
their own policy preferences. The growth of media campaigning via television
interviews and political marketing enabled politicians to communicate directly with
voters. This, together with the rise of modern opinion polling helped reduce the
significance of labour-intensive methods. By reducing their demand for activists,
politicians can alleviate policy-vote trade-offs — capital makes no policy demands.
Politicians still require finance to pay for polling, marketing, etc. but observers of the
shift from the mass party structure to the catch-all (Kirchheimer, 1966), electoral-
professional (Panebianco, 1988) and cartel party structures (Katz and Mair, 1995)
have noted a corresponding shift to different sources of funding — interest groups,
firms and the state. State funding alleviates parties’ reliance on the financial

donations of activists and interest groups and can reduce constraints on elites.

P.S Party leaders may have incentives to reduce their dependence on party
members by seeking alternative sources of funding and by adopting capital-

intensive communications technologies.

However, capital can only partly substitute for labour (Ware, 1992), and
some technology requires activists to operate it, e.g. PCs and telephone canvassing.

The renaissance in constituency campaigning in the UK (Denver and Hands, 1998)
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points towards a continued role for activists and with it the need for intraparty
channels of accountability and control. Yet the undoubted importance of spin
doctors, pollsters and other professionals has consequences for the internal
organisation of parties. Media-based campaign techniques require centralised
command structures so that decisions can be taken quickly and actors can respond to
a fast-changing environment. As Kavanagh (1995: 108) notes, ‘[s]peedy decision-
making and short lines of communication (by-passing committees) are important to
communicators’. Such centralisation has distributive consequences, facilitating
leadership autonomy, not least because informal communications groups often
operate outside of parties’ formal constitutional structures, making it difficult for
them to be controlled ‘from below’. In contrast to the old mass parties, it is now the
strategists and spin doctors, accountable directly to party leaders, who control flows
of information to and from the party, undertaking polling and interpreting the data —
a powerful resource during arguments about the direction of party policy — and

spinning the party’s message to the voters.

3.7 INSTITUTIONAL CHANGE IN VOTE-SEEKING PARTIES

Some institutions allow more discretion than others, sometimes leading
politicians and activists to conflict over institutions. A satisfactory model of parties
must explain how and why they change. We saw earlier that evolutionary models
look specifically at change but their scope is long term, particularly those variants
that point to socio-political change as the motor of party change. The purpose of
devising an exchange model was to provide parties with microfoundations. An
exchange model of party change must be based on such microfoundations. Therefore,
we need to develop tools for understanding short and medium term changes based on
the two key exchange relationships in which politicians engage. Also important is the
existing distribution of intraparty resources because a party’s prior development
creates organisational opportunities and resources, which can be utilised by opposing

actors or indeed become the focus of reformers’ attempts to institute change.

I do not propose to examine in great detail all other theories of party change.
However, I do examine one recent model, which offers an advance on earlier models
and which informs the model I sketch below. Going beyond sociological models of

long-term change and studies of individual parties that invariably point to
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incremental alterations, Harmel and Janda (henceforth, HJ) have developed ‘a theory
of party change that uses party goals as a major concept in explaining changes in
individual parties’ (1994: 259). This is the approach adopted in this thesis. The HJ
model essentially critiques and extends a notion of party change sketched by

Panebianco (1988: 239-61).

Panebianco poses three questions about party change (1988: 239-42). First, is
it “‘evolutionary’'® or politically ‘developmental’? Evolutionary accounts, such as that
of Michels, claim that party organisations pass through stages of development that
follow laws determinable a priori (e.g. growth in size, greater bureaucratisation,
etc.). By contrast, theories of political development view change as the
indeterminable result of power struggles in parties, an approach that Panebianco
himself prefers. Secondly, he asks whether change is intentional or non-intentional.
Management theories typify the former (‘the effect of deliberate and conscious
choices’), whereas non-intentional models (such as natural systems models of
organisations) view change as less planned and often the result of reactions to long-
brewing organisational crises. Panebianco suggests both views have strengths so a
hybrid approach is most useful. Thirdly, change can have either exogenous or
endogenous origins. The former relates to external shocks that induce organisational
adaptation, while the latter reflects changes in an organisation’s internal distribution

of power. Again, Panebianco suggests most change is a combination of the two.

HJ concur with Panebianco on the first two questions, as does the present
work. A model of parties based on microfoundations cannot simply view change as
evolutionary and inevitable. Further, despite Panebianco’s use of the terms
‘intentional’ and non-intentional’ change, actors in this work are regarded as
boundedly rational and capable of miscalculating, and they also face internal
resistance from other actors. However, HJ differ with Panebianco slightly on the
third question. First, they suggest some change can be explained by internal factors
alone. Second, they claim the role of external stimuli should be comprehensively
developed: more specifically, ‘the most potent external stimuli are those which cause
a party to reevaluate its effectiveness in meeting its primary goal, whether that be

electoral success or something else’ (Harmel and Janda, 1994: 265).

On the basis of this distinction between internal and external precipitants of

change, HJ suggest party change can be of two main types. First, there is goal-
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motivated change, which usually follows an exogenous shock, and is intended to
address the party’s pursuit of its primary goal (1994: 278-9). These goals relate to
whether the party is a vote-seeker (referring mainly to parties in two-party systems),
an office-seeker (in a multiparty system), a policy-seeker, or what the authors call
‘intraparty democracy seekers’ (such as some ecology parties). Parties are judged by
how well they achieve their primary goals, and if they are failing in this respect,
change becomes more likely. In this thesis, my concern is with the British Labour
Party, which I take to be a vote-seeking party and it is to such parties that I restrict
my focus here. The most important exogenous shock for vote-seeking parties is
electoral failure because it directly harms the pursuit of their main goal, that of
winning elections. Secondly, HJ say parties may undertake power-motivated change,
which involves reinforcement of, or challenges to, the party’s dominant coalition.
The key variables here are leadership change and changes in the dominant coalition.
Leadership change often follows other changes such as electoral defeats but it can
also occur for ‘personal’ reasons, such as ill health, age or even death. This did
indeed happen in the Labour Party in the period under review, when John Smith’s
death spurred a transformation in Labour’s strategy. Changes in the dominant
coalition can entail either the addition of new personnel to the existing coalition or

the displacement of one coalition by another (1994: 266-7).

HJ offer a number of propositions on party change. On goal-motivated
change, they suggest the poorer a party’s performance in achieving its goals, the
greater the likelihood of change. For vote-seeking parties, ‘the more pronounced
their electoral failures, the more likely they are to change’ (1994: 281). On power-
motivated change, they claim changes in leadership, the composition (personnel) of
the dominant coalition or the conformation of the dominant coalition (i.e.
replacement of the previous dominant coalition by a new one) each make change
more likely (1994: 280). HJ also offer propositions that distinguish the effects of goal
motivations and power motivations on party change but I ignore these as my main
concern is with the very notions of goal- and power motivations. In the following

paragraphs, I restrict my comments to vote-seeking parties.

Now, it is not always clear that goal- and power-motivated changes are so
easily distinguishable. Power is not desired for its own sake but for what it can

achieve — in this case, control of policy. The latter also has consequences for the
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party’s ability to capture votes, so goal and power motivations overlap considerably.
For example, goal-motivated change could entail making the party more competitive
through institutions that favour the adoption of vote-winning policies. To the extent
that this favours one faction over another or involves increasing leadership
discretion, such change has power consequences. Besides, while it is true that
politicians want to improve their party’s performance, this is mainly achieved

through policy and personnel changes rather than institutional reform.

This blurring of goal and power motivations flows from a problematic feature
of HJ’s model. Although they distinguish five different types of actors (top leaders,
middle leaders, activists, passive members and ordinary voters), HJ appear to assume
each type of intraparty actor behaves in much the same way in the pursuit of the
party’s primary goal. Thus, in a vote-seeking party, top leaders, middle leaders,
activists and passive members are all vote-seekers. This means horizontal cleavages
play little explanatory role in the HJ model, with vertical cleavages explanatorily
more important. Thus, HJ use the concept of dominant coalition to describe the
people that control the party, and these coalitions are largely factions that cut across
horizontal divisions. As we have seen, they argue party change often occurs after the
displacemenf of the dominant coalition by a new one, and the attempt by the latter to

entrench itself through institutional change.

I earlier acknowledged the utility of the concept of ‘dominant coalition’.
However, HJ’s use of it blurs the distinction between horizontal and vertical
cleavages. While factional (vertical) cleavages are important, we generally find that
horizontal cleavages between politicians and activists explain most intraparty
institutional change. If factions were uniformly distributed in each party organ, it
would be difficult for the dominant coalition to augment its position through
specifically institutional reforms. Institutional change for distributive reasons is
effective only if different factions are concentrated in different organs because the
rival coalition can be easily targeted with an attack on their powerbase. May’s law
suggests factions are indeed differentially distributed in party organs, with moderates
controlling top leadership positions and radicals dominating intermediate and local
organs. Thus, a leadership attack on radicals could target local parties. Therefore, I
prefer to give explanatory priority to the tensions arising from parties’ horizontal

cleavages, which are activated by the clash of vote-seeking (politicians) and policy-

73



seeking (activists) motives. Horizontal cleavages provided the microfoundations of
the exchange model above. As we shall see, activated horizontal cleavages often

precipitate reforms that either tighten or relax activist control of politicians.

The concepts of ‘power-motivated change’ and a purely factional notion of
‘dominant coalition’ are closely linked, in that the dominant coalition implements
changes to augment its own power, and changes in its conformation often produce
power-motivated change. This does not distinguish sharply enough between reforms
that consolidate the old dominant coalition and those that empower a new one. I
prefer the term redistributive institutional change to power-motivated change
because it focuses on institutions rather than factions. Redistributive institutions can
be of a consolidating or ‘new deal’ nature, whereby the former consolidate the old
dominant coalition and the latter entrench a new coalition (Tsebelis, 1990).
Consolidating change is normally instigated ‘from above’ by party leaders and
usually involves increasing leadership autonomy. This often involves centralisation
(particularly with ‘top-heavy’ coalitions) but consolidating change may be subtler
than that, e.g. by reforming preference aggregation mechanisms. An increasingly
common real-life example of this is the decentralisation of candidate selection
procedures from activists to inactive (and politically moderate) ordinary members
(Katz, 2001). New deal change typically emanates ‘from below’ as activist
disenchantment with the leadership empowers a set of politicians willing to listen to
the activists. The new institutions usually impose tighter controls on politicians and
strengthen activist organs. However, new deal institutional change is sometimes
instigated by party leaders, e.g. if a part of the dominant coalition decides it would be
better off abandoning another part of that coalition and replacing it with some other

group. Precisely this happened in the Labour Party in the early 1990s.

Political Exchange and Party Change

This section outlines an exchange model of party change building on the
strengths of the HJ model. In an exchange model, it follows that party change will
relate to one or both spheres of political exchange, i.e. politician-voter or politician-
activist. It would seem that vote-seeking politicians are more likely than policy-
seeking activists to seek changes that directly or indirectly make the party electorally

more competitive. My claim is that much party change usually centres round the
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opportunities that institutions offer for elite autonomy from party members and that

the major precipitant of change is poor electoral performance.

There is a consensus that the principal conditions prompting organisational
change in a vote-seeking party are likely to be shocks that affect its electoral
performance or sharpen tensions between politicians and activists (e.g. Harmel and
Janda, 1994; Koelble, 1996; Panebianco, 1988: 243). When a vote-seeking party
loses an election it is generally because it has offered the median voter unfavourable
terms of political exchange compared to the winning party, i.e. its policies are
‘extreme’ (or, alternatively, its policies in government were unsuccessful). In order
to be more competitive it must change its policies. However, there may be costs, and
not only benefits, in moderating policy. Some of these costs are external, e.g.
credibility costs as voters lose trust in the party. Significant policy shifts will often
need to be accompanied by major changes in personnel at the top of the party, with
the adoption of new leaders without a history of political extremism or failure. Other
costs are internal, stemming from intraparty impediments to policy change. Radical
activists may control important decision-making organs and use them to block policy

change (a problem according to P.1). Thus, my first proposition on party change is:

C.1 Electoral failure creates pressure for organisational change that promotes

policy flexibility and/or makes vote-gathering less costly.

Electoral failure is bad for all intraparty actors since only governments can
implement policies. Even activists may accept the need for party change to improve
electoral performance but if, as often, this involves reducing their own power, they
may resist it at first. This resistance will diminish with each successive election
defeat. The corollary of C.1 is that change is less likely when electoral performance
is good.?® Change is not undertaken lightly because it involves exit, voice and
opportunity costs, e.g. missed opportunities to campaign or attack the opposing party
because time and energy is invested in party change.’! HJ suggest parties are
conservative organisations that change only under pressure (1994: 278). However,
parties are likely to undergo organisational reform more frequently than firms or
bureaux because unlike the latter, intraparty actors have conflicting preferences over

their party’s ‘output’ whereas paid employees receive material rather than purposive
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incentives. Party change is generally about controlling policy and decision-making
whereas in firms and bureaux it usually concerns ‘X-efficiency’ (internal efficiency).
Interest groups also offer purposive incentives but they do not compete in the
electoral market so leaders have greater incentives to pursue their members’

preferences, reducing the likelihood of frequent institutional change.

Electoral failure can prompt different types of change but the most common
is overtly redistributive reform as politicians attempt to increase their own power in
order to pursue moderate policies free of internal constraints (see P.1 and P.4). Such
reforms typically centre on institutional sites of contact between politicians and
members, such as candidate selection, leadership election and policymaking

procedures, as well as control over rule-making and disciplinary procedures. Thus:

C.2 Redistributive change instigated ‘from above’ by party leaders is usually

intended to increase their autonomy from party members.

This tends to characterise not only ‘top-heavy’ dominant coalitions but also ‘bottom-
heavy’ (activist-dominated) coalitions. Even party leaders who are supported by a
minority of MPs and a majority of (largely radical) activists will be tempted to dilute
radical policies if this is the only realistic way of winning office. Any such ‘shirking’
risks splitting the dominant coalition and could end in the leadership forming a new
coalition, perhaps buttressed by centralising reforms. This happened in the Labour
Party when the centre-leftist Neil Kinnock was elected as leader in 1983 with little
support from shadow cabinet members but with overwhelming backing from
activists and trade unions.?” Yet in the following years, Kinnock successfully <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>