<
7
a
S
=
N
a
n




INDIAN INSTITUTE OF
ADVANCED STUDY
LIBRARY » SIMLA



Competition in

American Politics
An Economic Model

PATA ENTERED






Competition in
American Politics
An Economic Model

Andrew M. Scott

The University of North Carolina

HOLT, RINEHART AND WINSTON, INC.
New York Chicago San Francisco
Atlanta Dallas Montreal Toronto London Sydney



~

TUTE OF gy
:;)*"’E;\:\“ ;ﬂﬁ;>\
Ace. Nos"’:%?/ A\ R

3
EANL 1
\ N~ -’

. o
N
.

s

<

4

229.005 73
See Sqop

Copyright ©

. 19

Librar, . Holt, Rinchary and Winslon??nt;y

Neress (“"ﬂlug Carg N:}:I],blz:é"l”‘tj()rcﬁcrvvd'
: 11007,

SEN, 01-070505-2

%Libra ry  IIAS, Shimla

AR

20035271




Preface

Competition is a central feature of the American political sys-
tem. Curiously, however, the analysis of political competition has
not been a matter of interest to many political scientists and a
mature theory of political competition has never been developed.
Because a usable theory of political competition did not exist, the
author fell into the habit of using economic terminology to de-
scribe competitive political phenomena. Others have adopted the
same practice. Public relations specialists talk of “‘selling” a par-
ticular candidate or question whether voters will “buy” a given
candidate or party position. The author came to perceive that this
practice was not purely inadvertent but represented an uncon-
scious recognition of an important feature of the American politi-
cal system, the role of political exchange.

Instead of relying upon economic analogy in a casual way, the
author decided to make a systematic examination of the applica-
bility of economic ideas to the study of political competition.
Economists have long been concerned with competition and have
developed an elaborate body of doctrine to assist in its analysis. If
politics involves competition—as it does—then the analytic con-
cepts developed by economists to deal with competition should

prove applicable to the study of politics. Thus far the marriage
appears to be a happy one.



vi  Preface

This volume is an extended analytic essay on political competi-
tion, political markets, and political exchange. It does not seek to
offer new knowledge, in the strict sense of the term, but to
formulate new questions and to restate familiar questions in a
new way. The need for a new approach to the study of the
American political system seems evident. If existing perspectives
had the capacity to generate integrated whole-system insights, it
seems likely that they would have revealed that capacity by now.
The shortage of powerful theoretical insights into the functioning
of the political system as a whole speaks strongly to the need for
exploring new avenues of attack.

In recent years a number of scholars have become interested in
applying economic analysis to noneconomic social behavior. My
debt to these writers will be evident throughout the book. Robert
A. Dahl and Charles E. Lindblom used the concept of exchange
in Politics, Economics, and Welfare. This concept is also central
to Alfred Kuhn'’s The Study of Society: A Unified Approach and
Peter M. Blau’s Exchange and Power in Social Life. R. L. Curry,
Jr. and L. L. Wade in their splendid volume, A Theory of
Political Exchange: Economic Reasoning in Political Analysis,
suggest that political scientists will increasingly come to think
about politics in terms of political exchange.

Anthony Downs’s important study, An Economic Theory of
Democracy, stresses the importance of competition in political
markets, and Charles Lindblom's The Intelligence of Democracy
emphasizes the role of the market as a coordinating device.
Others who have contributed importantly to the development of a
new interest in political economy are James Buchanan, Gordon
Tullock, Kenneth Arrow, Duncan Black, and William Riker.
William C. Mitchell and Joyce M. Mitchell have written a very
Interesting introductory text devoted to this approach, Political
Analysis and Public Policy: An Introduction to Political Science.

. Work on this book began a number of years ago but has been
intermittent; the author’s first notes to himself on the relevance of
oligopoly theory to party competition date back to 1954. A first
draft of the manuscript was completed and placed in the hands of
the publishers in February, 1968. During the ensuing months the
manuscript was reworked but without significant modification of
its central ideas. The formulations offered hecre are necessarily
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first approximations, and the author has been willing to run the
risk of occasional oversimplification in the interest of seeing how
far selected economic analogies could be pushed.

The Faculty Research Council of the University of North Caro-
lina supported work on this volume with a research grant. and I
should like to express my gratitude for that assistance.

Andrew M. Scott

Chapel Hill, North Carolina
December 1969
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Chapter One
The Political Market and
Political Exchange

A democratic society, such as that found in the United States,
must find ways to make a great many decisions—decisions pertain-
ing to roads, dams, national defense, national parks, health ser-
vices, flood control, air safety, agricultural policy, tariff policy,
health services, police protection, and so on. It must not only
make decisions on these matters but the decisions must be related
to the needs and wants of the persons affected by them. Finally,
the decisions, when made, must be accepted as legitimate by
individuals in the society. These are not easy conditions to satisfy
but they can be met if collective decisions are made within the
framework of a political market.

Political markets play a central role in the functioning of the
American political system since they provide the means by which
the system produces many of its most important decisions. In
a properly functioning market virtually any issue can be trans-
lated into terms that will allow individuals to pass on it: Should a
school bond be approved and should a sewer bond be turned
down? Should the city modify its form of government? Should
Mr. X or Mr. Y be elected to Congress? The political market
allows individuals to choose from among competing individuals,
organizations, and programs and as a consequence of their choice
governments are established, men are placed in office or removed

1



4 Competition in American Politics

The constituent, in turn, is prepared to offer his support to the
individual or organization that appears most attractive to him.
This support may take any number of forms: a vote, endorse-
ment, a campaign contribution, an offer to work in his campaign,
and so on. When a constituent “buys” the program offered by a
candidate and supports him a transaction may be said to have
taken place even though the exchange was not formal and explic-
it. The constituent has exchanged his support for the products
offered by the candidate.

It may seem strange at first to think of constituent support as
having a market value and hence of being open to market analy-
sis but it quite obviously does have such value. It manifestly has
market value because sellers are constantly engaged in competing
for it and in modifying their behavior in order to attract it. That it
has value is also testified to by the fact that laws are needed to
prevent corruption. If votes, or other forms of support, did not
have a scarcity value they could not be bought and sold.¢ The
buying and selling of votes in big city elections has not been
uncommon and the price that a vote will bring on the market is a
function of the supply and demand situation. Legislative bribery
is uncommon but the basic exchange process is the same. To cite
a classic example: In Albany during the famed Erie War, Jay
Gould apparently bought legislative votes in substantial numbers.
The size of the bribe varied with the influence of the legislator
involved.” The process of vote-trading or logrolling also gives
evidence of the exchange value of legislative votes.

6“The economic value of votes is confirmed by the selling and buying activities
of individuals in ‘corrupt’ circumstances. . . . There seems to have been present a
rather common failure to recognize the simple fact that if political votes did not
have economic value, ‘corruption’ would be impossible.” James Buchanan and
Gordon Tullock, The Calculus of Consent: Logical Foundations of Constitution-
al Democracy (Ann Arbor: University of Michigan Press, 1962), p. 121.

7“He (Jay Gould) dealt in large sums. He gave to one man, in whom he said
‘he did not take much stock,” the sum of $5,000, ‘just to smooth him over.’ This
man had just before received $5,000 of Erie money from another agent of the
company. It would, therefore, be interesting to know what sums Mr. Gould paid
to those individuals in whom he did ‘take much stock.” Another individual is
reported to have received $100,000 from one side, ‘to influence legislation,” and
to have subsequently received $70,000 from the other side to disappear with the
money; which he accordingly did, and thereafter became a gentleman of elegant
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Market processes revolve around exchange. Exchange theory,
therefore, is an important analytic instrument in the study of
markets. Exchange involves giving one thing in order to obtain
another. What an actor in the market gives up represents the cost
of the exchange to him and what he receives is the reward from
the exchange. Exchange will normally occur when the costs to
each actor are more than offset by the rewards that each expects
to get. In a voluntary exchange each party expects to gain,
otherwise the exchange would not take place. Nothing guarantees
that each party must benefit equally however.

Before two parties can engage in an exchange each must
determine how much of one commodity is worth how much of
another. In other words, the terms must be established. In
economic markets the terms of exchange are usually expressed by
means of a price. If a candy bar “costs” ten cents this means that
the proprietor of a store will exchange the candy bar for ten
cents. A political market is a nonprice market however so the
value of a commodity will not be expressed in dollars and cents.
It is akin to a market in which bartering takes place. In such a
market the value of a commodity will be expressed in terms of the
amount of another resource that it can command in the market-
place. For example, if 1X can be exchanged for 2Y, this ratio
may be thought of as the “price” of X. In this example X might
represent a political product, such as a promise to increase social
security or a promise to provide law and order.

If the exchange value of a product increases, suppliers of that
product will normally stand ready to increase the supply in the
market. The result might be a supply curve having the following
appearance. As the value of X increases, however, consumers will
seek to use it more sparingly since they will have to give up more

leisure. One senator was openly charged in the columns of the press with
receiving a bribe of $20,000 from one side, and a second bribe of $15,000 from
the other. . . . Other senators were blessed with a sudden accession of wealth, but
in no case was there any jot or tittle of proof of bribery. Mr. Gould’s rooms at
the Devlin House overflowed with a joyous company, and his checks were
numerous and heavy; but why he signed them, or what became of them, he
seemed to know less than any man in Albany.” Charles Francis Adams, Jr., “A
Chapter of Erie,” in Chapters of Erie by Charles Francis Adams, Jr., and Henry
Adams (Ithaca: Cornell University Press, 1956), p. 53.
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to get it. As its price drops, on the other hand, they will be
prepared to consume more of it. A demand curve for X is shown
in the figure below.

Exchange Value

Exchange Value of X

2 3 4 5 6 7 8 9 10 N

Supply of X

Demand

Demand for X
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If the exchange value of X should become stabilized, then
supply and demand might find an equilibrium point as in the
figure below. At exchange value OV supply and demand are in
equilibrium and amount OH will be offered on the market.

Exchange Value

Amount of X

The more scarce a product is relative to demand the greater
will be its price in terms of other resources which it can com-
mand. This holds in political markets as well as in economic
markets. For example, since skilled political public relations ex-
perts are scarce their services command generous pay. A firm
specializing in that type of work will have a strong bargaining
position and may be able to insist not only on high pay but on a
high degree of control over the campaign of the candidate or
party that seeks to employ it.

If the demand for a product is high, and returns on resources
used for it are high, new means may be devoted to that use. To
continue the example above, additional firms may begin to engage
in political public relations work. This would move the supply
curve to the right and the exchange value of this type of service
would decline. In time a new equilibrium might be achieved at P2
as indicated in the next figure. Conversely, if demand for a
product is weak relative to supply, the returns to that use of
resources will drop and, in time, less of the product will be offered
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on the market. This would shift the supply curve to the left and
the price of that product would increase.

o
~f—_———

Frequently demand and supply are both variables and the
process is one of mutual adjustment by means of successive
approximations. The process of adjustment may be jerky, imper-
fect, may involve a substantial time lag, and may never be
consummated. The elasticity of supply and the elasticity of de-
mand will have a great influence on the adjustment process.

There is much to be learned about supply and demand re]a-
tionships in political markets. What factors affect the supply of a
particular product and how do these factors vary from one prod-
uct to the next? What circumstances would lead to a shift in the
location of the demand curve? It is clear that changes in the state
of mind of consumers might radically alter the demand picture.
During an economic recession consumer demand for policies look-
ing toward prosperity will increase. In a time of racial unrest a
premium will be placed upon promising civil rights leaders, new
ideas, and perhaps measures for riot control. In a time of limited
war there is likely to be a ready market for programs that promise
an end to the war.



Chapter Two
Parties and Political
Competition

The Constitution was drafted without regard for political par-
ties. The framers simply did not anticipate the coming of national
political parties.

The members of the Philadelphia Convention, writing before
the dawn of party government in the United States, did not
understand that parties provided a way—perhaps the only way—
of achieving a degree of popular control under a form of
representative government. The provisions relating to the elec-
tion of the President demonstrate that the framers expected the
individual electors in the electoral college to decide independent-
ly upon the most qualified man without the formation and
interposition of organized groups. Yet it is precisely at this point,
the election of national officials, that parties are unfailingly
found.

How far the framers were from an understanding of the
principles of party government is made clear by their great
concern for the doctrine of separation of powers. They thought
it essential for the avoidance of tyranny that each branch of the
government have an area in which it could function in relative
independence of the others. The idea of a party victorious in an
election taking over both the legislative and executive branches
of government would have seemed to them the very definition of
tyranny. Yet the Constitution had scarcely gone into effect

9



10 Competition in American Politics

before the Federalist party took recognizable form and did
precisely that.!?

The framers anticipated that there would be political competi-
tion but they did not envision that it would take the form of
competition between stable national parties. Insofar as the de-
velopment of political parties was foreseen at all, it was dreaded.

Yet it seems quite safe to say that of all the institutions of
modern democracy, none was so badly understood, so poorly
foreseen, or, paradoxically, so dreaded in the late eighteenth
century as the emergence of organized, institutionalized perma-
nent political parties regularly competing with one another in
national elections and continuing their antagonistic confrontation
even between elections.2

Because parties have lacked an assured place in the theory of
American democracy they have seemed slightly disreputable
through much of American history and have received relatively
little systematic attention. In fact, however, political parties are
essential to democracy. Competing political parties exist in every
genuine democracy. They are the instruments through which com-
petition takes place and competition for voter support is the heart
of democracy. In the absence of an appreciation for the role of
political parties it has not been possible to develop an adequate
theory of political competition nor, therefore, a fully rounded
theory of democracy.

A party functions within a special environment, a political
market. This market will have a structure and the features of the
structure will have to do with the number of parties in the
market, differences in their size, how actively they are competing,
the nature of their collaboration, barriers to the entry of third
parties, and so on. The structure of a market is important because
it influences the way that the market will develop in the future
and the behavior of actors in the market. For example, a highly
competitive market is likely to elicit quite different behavior than
a market in which the level of competition is low. Market struc-
ture also affects policy outcomes.

!Andrew M. Scott, Political Thought in America (New York: Holt, Rinehart
and Winston, 1959), pp. 154-155.

2Robert A. Dahl, Pluralist Democracy in the United States (Chicago: Rand
McNally, 1967), p. 203.
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The structure of political markets is a very important point, since
political outcomes will be partly, indeed largely, determined by
them. That this is true is attested to by the seriousness with
which some people take things like constitutions, statutes,
treaties, agency regulations, and other less formal ‘“‘rules of the
game.’'3
The single most important feature of a market is probably the
degree of competition in it. One way to approach the study of
political competition is to fashion a model of perfect political
competition and then to note the ways in which actual market
conditions fall short of this model. Perfect political competition
would appear to require the following:

1)

2)

3)

4)

All actors in the market, buyers and sellers alike, must
have perfect knowledge of the market—such as cur-
rent issues, the stands of candidates, their records, the
range of options that exist.

This means, in turn, that all actors have to be strongly
motivated, thoroughly politicized, and must be able to
devote a good deal of time and energy to the pursuit
of information. The significance of all information
must be immediately perceived.

The communications system must work perfectly
throughout the market. Information must be trans-
mitted instantaneously and must reach all actors with-
out fail.

Actors in the market must not let emotional attach-
ments interfere with calculations of self-interest. This
means that a political organization cannot develop an
attachment to a particular program but would have to
stand ready to adopt or drop programs in accordance
with their popularity. The voter, in turn, cannot de-
velop an emotional attachment to a party, a candi-
date, or a particular stance that would impede a
choice based upon self-interest.

SR. L. Curry, Jr, and L. L. Wade, A Theory of Political Exchange:
Economic Reasoning in Political Analysis, © 1968. By permission of Prentice-
Hall, Inc., Englewood Cliffs, New Jersey. P. 73.
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5) There must be many buyers and sellers so that no
single one can have an appreciable effect on the de-
mand and supply situation within the market.

6) Entry into the market and departure from it of new
parties must be easy.

7) Organizations in the market (whether producers, con-
sumers, or distributors) must have no internal cleav-
ages that would interfere with an immediate and pure-
ly self-interested response to a market situation.

These demanding criteria are not satisfied by political markets
in the United States. Knowledge of the market is always imper-
fect on the part of both buyers and sellers. Interest in public
affairs is often lacking and voters are frequently unwilling to bear
the cost—in terms of time, energy, and expense—of becoming
informed. Perfect political competition requires men to be com-
pletely political, moving unhesitatingly as their interests dictate. If
men really shifted instantly in pursuit of their interests, party
identification would not have the importance it has, and voters
and political organizations would not exhibit the rigidity they
often do in clinging to obsolete or irrelevant positions. The num-
ber of political organizations in the market is small. The ease of
entry into political markets required by the model of perfect
competition is patently out of accord with reality. In practice, it is
hard for a new political party to enter a market and the larger the
market the more difficult is the entry. Established parties are
likely to have a hold on the loyalties of voters, to have access to
funds, and to have an organizational apparatus that cannot be
easily duplicated in a short period of time. Fledgling parties oper-
ate at an extreme disadvantage and it is no accident that the
persistence of a new party on the national scene is almost un-
known. For all of these reasons, the competition that usually
exists in political markets falls far short of satisfying the require-
ments for “perfect” competition.

The typical situation in an American political market involves
only a few sellers. The relevant economic model, therefore, is not
that of perfect competition but that of oligopoly.

The four basic characteristics of an oligopoly are as follows: (1)
several entities share control of the market—each entity sets its
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own exchange ratio according to its own view of the market, and
each entity determines its own output; (2) each entity offers an
output that is somehow distinguishable from the outputs of other
entities; (3) it is difficult for new entities to enter the market
because of the existence of restricted access; and, (4) there is
usually imperfect knowledge of the market.4
More precisely, a market is usually dominated by two parties,
which automatically suggests the relevance of the theory of
duopoly. “The duopoly case has a wide range of applicability in
politics.”5 The model of duopolistic competition illuminates the
entire matter of two-party competition in the United States. Un-
der conditions of perfect competition, as noted earlier, the behav-
ior of one party would not have an appreciable effect on the
behavior of other parties. Under the conditions of a duopoly,
however, each organization controls a relatively large proportion
of the total market. Interdependence, instead of being negligible,
may be the most important factor that each party has to consider.
Neither party can control or even predict fully what the other will
do, yet each must base its own behavior on calculations about the
intentions of the other.

In this situation of interdependence, the two parties will have
conflicting interests but it is easy to see that they may also have
interests in common. If each party were to communicate certain
kinds of information to the other the uncertainty and risk for both
would be reduced. Political parties normally expect to compete
with one another, but they have a shared interest in competing in
accordance with certain rules of the game. From the point of view
of party leaders, an orderly, restrained competition may have
much to recommend it. It makes for a more pleasant existence if
the game is played in such a way that one’s errors are not
penalized by personal disgrace nor by the lasting ruin of one’s
party.

A political market will typically be characterized by a mixture
of competitive behavior and collaborative behavior. It is helpful
to think of a spectrum of possible mixes of collaboration and
competition ranging from pure competition at one extreme to pure
collaboration at the other.

4Curry and Wade, p. 85. The discussion in Chapter 4, “Exchange Conditions

in Political Market Structures” is helpful.
5Curry and Wade, p. 86.
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Pure Y X
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Any example of duopoly can be located on some point along this
scale. In a market designated by point X, 65 percent of the be-
havior of the parties could be explained in terms of competition and
35 percent in terms of collaboration. This would mean that two
parties, while competing vigorously in some respects nevertheless
collaborate in certain others. At point Y, 75 percent of party
behavior would be explained in terms of collaboration while only
25 percent could be explained in terms of competition. This
would probably mean that the two parties had come to an under-
standing and that the leaders of the smaller party were content
that their party should remain in a minority position. Unless a
market is 100 percent competitive, elements of collaboration will
remain and unless a market is 100 percent collaborative, elements
of competition will remain.

. If little systematic attention has been given to political competi-
ton even less has been lavished upon political collaboration. Yet
market collaboration between parties that are putative opponents
is common and persistent and needs to be recognized and ex-
plained. From the point of view of the working of the American
political system it is just as important to understand political
collaboration as to understand political competition. A mature
theory of political competition must be able to explain both and to
explain the way that each is related to the other.

The circumstances of the market and the payoffs in the market
will influence the extent to which parties compete or collaborate.
If both parties perceive the situation as one in which only one
party can survive, or as one in which the objectives of one
party are absolutely unacceptable to the other, the prospects for
collaboration will be poor. Game theorists would describe such a
situation as a zero-sum game, a game in which the gain to one
side is offset by an equal loss to the other side. If party A wins the
governorship in a state, party B must lose, and there are probably
no second prizes worth mentioning. In a true zero-sum game,
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conflict is the only reasonable strategy. Since the conflicting par-
ties have no interests in common, no purpose is served by collabo-
ration.

In a market that involves variable sum games, on the other
hand, collaboration is likely to be found. When actors are interde-
pendent and the payoff to each actor is dependent upon the
behavior of the other, the case for collaboration is strong.® In such
a market, political parties will have conflicting interests but will
also have interests in common. If their policies are to reflect the
full range of their interests they must be competitive in some re-
spects and collaborative in other respects.

In a political market, as in an economic market, it is natural
for producers to try to control the market to as great an extent as
possible. If they can reduce the freedom of action of those with
whom they deal they reduce the uncertainty and the risk to
themselves. If two parties share a market they have an obvious
common interest in discouraging the entry of a third party into
that market. Such success as a third party might have could only
be at their expense. Therefore, in addition to the normal obstacles
that a third party would have to overcome, the dominant parties
might establish others, such as making it difficult for a third party
to get its name on the ballot.”

Collaborative behavior in a market is sometimes difficult to
discern because the outward forms of political competition—
nominations, campaigns, elections—are likely to be retained even
though the results of these exercises may be foreordained. Collab-
orative behavior is often found in markets characterized by a
substantial imbalance in the strength of the contending organiza-
tions. It is so common, in fact, that it may be worthwhile for an
observer to look for an informal understanding whenever an
imbalance between parties is stabilized at the same level for a
long period of time. If the imbalance is too extreme, of course,
the dominant organization would have nothing to gain by making

SBuchanan and Tullock in The Calculus of Consent: Logical Foundations of
Constitutional Democracy (Ann Arbor: University of Michigan Press, 1962)
have emphasized the nonzero-sum characteristics of certain kinds of political
exchanges.

"For a discussion of political exclusion, see E. S. Schattschneider, Party
Government (New York: Holt, Rinehart and Winston, 1960), Chapter V.
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concessions to the smaller organization. In such a case duopoly
would have been replaced by an effective monopoly and the
interdependence characteristic of duopoly would have disap-
peared.

Collaboration appears more frequently in restricted markets—
cities, states, congressional districts—than in the national market.
This is easily explained in terms of what has already been said.
Rresidenﬁal elections have the characteristics of zero-sum games
since only one party can win the big prize and the difference
between winning and losing may shape events in both parties for
years to come. In more restricted markets, however, there may be
a variety of payoffs and this makes it easier to find a basis for
collaboration. For example, the competing factions within a domi-
nant political organization in a city might agree on a formula
according to which the mayoral nomination would go to the
leading faction while the opposing faction would be permitted to
name the candidate for district attorney. In a state-wide contest
In a one-party state, the same logic might apply to the nomina-
tons for governor and lieutenant governor. In a congressional
district in a one-party state, there may be some general under-
standing concerning the counties from which candidates are to be
nominated. If the retiring incumbent has come from the eastern
part of the district, it may be understood that communities in the
western part will be allowed to nominate his successor. Or, if the
incumbent came from a large city, it may be understood that his
successor shall come from one of the small towns. Attempts to
breach understandings of this kind may generate sharp conflict
and deep bitterness. The breach would endanger the basis of
collaboration, which might have been hard-won, and would
threaten to replace collaboration with genuine political competi-
tion.

Collaboration may take the form of a market-sharing arrange-
ment. The leaders of the dominant party might conclude that
seeking a larger portion of the market would force the minority
party into greater activity in self-defense. They might also decide
that gaining a few percentage points in an election was not worth
the effort involved, might open them to charges of being dictatori-
al, and might lead to increased factionalism in the party. The
leaders of the minority party might be quite content with their
modest portion of the market if they felt they had no chance of
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winning the election regardless of the effort they put out. Why
should they exhaust themselves in order to lose by a slightly
reduced margin? Furthermore, they might calculate that their
control of the party would be endangered if they competed more
actively and attracted substantial numbers of new adherents. The
leaders in both parties might therefore conclude, quite rationally,
that they were better off under the present arrangements than if
active competition made interparty relationships fluid and uncer-
tain.

In the Southern states, long dominated by the Democratic
party, Republican party leaders have often been content not to
engage in real competition. The absence of a grass roots Republi-
can party has not always been a source of regret to them. It is
easier to control a languid party than an active one and if the
party remained dormant there was no threat to their position as
official leaders of the Republican party in the state. This position
guaranteed that they would be wooed by the national Republican
leadership because of their convention votes. Furthermore, they
may have felt that their individual positions in the community
would be jeopardized if the Republican party ever became a real
threat to Democratic dominance. In these circumstances it is quite
understandable that they should choose to engage only in pro
forma competition and that their tacit collaboration with the
Democrats should be stable and long-lived.

The stability of this arrangement would be threatened if it
should appear to a segment of Republican leadership that they
might actually have a chance to win. In this case there would
probably be a contest for control of the state Republican party
between the old guard, on the one hand, and new leadership
committed to genuine political competition on the other. This is a
pattern that has emerged, for example, in North Carolina.

Sometimes parties collaborate by agreeing tacitly not to raise a
particular issue. By their behavior the leaders of each party say to
the leaders of the other party, “I have not raised this issue and do
not plan to do so unless you raise it first.” This type of collabora-
tion would be a rational response to a situation in which neither
set of leaders could be confident of the electoral outcome if a
volatile issue were raised. It is symmetrical collaboration in the sense
that each party offers the other a quid pro quo.

Under some circumstances a minority party might be willing to
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accept a form of issue leadership frf»"m’lhe majority party. That is,
it might be content to operate within the frame of reference

established by the majority party and ngt raise issues that the
majority party had not already raised. This would be asymmetri-
cal collaboration since no quid pro quo Was received from the
other organization. In this example the minority party chooses not
to compete but the majority party makes no corresponding con-
cession.

Economists are accustomed to observing that firms in a market
may engage in nonprice competition. In much the same way
political organizations may engage in peripheral or nonsubstantive
forms of competition. Instead of competing in the realm of policy
and program, competition may be confined to public rcl'atim.]s
activity and the “politics of personality.” Political competition in
the one party states of the South have often exemplified the
politics of personality. In such cases candidates do not conduct‘a
search for new issues but are content to make minor changes. in
the “packaging” of their product. Instead of seeking a genuine
differentiation of their product from other products, party leaders
are content to rely on minor stylistic changes.® ‘

Competing political organizations or candidates are sometimes
able to agree, usually tacitly, on the vigor with which a campaign
is to be prosecuted and on the techniques that will not be used.
Two busy men competing for a single seat on the town council
might find it easy to agree to avoid expensive campaign activities
such as the use of television spots. They will continue to compete
but at a low level of intensity. The more intense and expensive
the campaign the greater will be the loss to each man. The man
who loses the election will have lost his time, his money, and the
election. The victor will also be less well-off because he will have
had to spend more to win than was strictly necessary.

Coordination in a market may be “horizontal” or ‘vertical”
depending on whether the coordination involves like or unlike
organizations. If two political parties coordinate their actions that
is horizontal coordination. It is not restricted to producers of

8To be sure, a failure on the part of a political organization to use the full
range of competitive techniques does not necessarily imply collaboration. An
organization having limited resources might choose to concentrate its resources
on those techniques having the greatest promise and to set others aside.
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political products but may be found among consumers as well.
For example an alliance of business interests might be very
influential in a town. Horizontal coordination may evolve into
*“vertical” coordination, that is, coordination between consumers
and producers. This evolution is understandable since those who
control one side of a market are often in a position, if they so
desire, to gain control of the other side as well.

Those who do not like the coordination existing in a given
market are likely to charge collusion. As a rule, however, political
collaboration across party lines is not based on formal agreement
but on tacit understanding. It is not surprising that the leaders of
two organizations, faced with a common problem, should arrive
independently at complementary conclusions concerning appro-
priate strategy. The condition of the market may force the leaders
of both parties to similar conclusions and so may the dynamics of
their own interaction. Suppose that party A and party B have
been competing in a particular political market for a number of
years and the leaders of each party realize that if one spends
approximately the same amount on the campaign as the other
support will be divided about equally between the two. Each
party realizes that if it can increase its spending unilaterally,
without the other party following suit, it will be able to generate
far more support than it otherwise would. The payoff matrix for
this situation is shown in the figure below.

If each party has been spending $5 million on its campaign, the
leaders of party B can see that if they double their expenditures
they will receive 60 percent of the vote (cell 2) instead of merely
50 percent (cell 1). Therefore, boldly, they increase their expen-
ditures to $10 million. The leaders of party A, perceiving what B
is doing and aware of the contents of the payoff matrix, decide
that they must try to match B’s effort (cell 5). The leaders of B,
meanwhile, have become attached to the notion of a decisive
victory over A and to their image of themselves as men who think
big. Therefore, when they learn that A is planning to double its
expenditures, they decide that they will increase their effort by
another $5 million (cell 6). Party A’s leaders, desperate and
fighting for what appears to be the survival of the party, up their
expenditures by another $5 million. The election takes place with
each party having spent $15 million instead of the normal $5
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Expenditures of Party B

$5 Million $10 Million $15 Million
= B receives 1 B receives 2 B receives 3
.S | 50% of vote 60% of vote 65% of vote
=
< Q A receives A receives A receives
> 50% of vote 40% of vote 35% of vote
[
<
B | B receives (4) [ 8 receives 5) | 8 receives 6
‘S .S | 40% of vote 50% of vote 55% of vote
@ =
g’ p
B e A receives A receives A receives
s @ 60% of vote 50% of vote 45% of vote
o,
>
m o | B receives 7 B receives 8 B receives 9
.© | 35% of vote 45% of vote 50% of vote
=
©n
o A receives A receives A receives
65% of vote 55% of vote 50% of vote

million. The result? Each party gets approximately SO percent of
the votes, just as it did when it spent only $5 million! Each
escalatory step seemed sensible at the time it was made, but in
the end neither party gained anything and each was left nearly
bankrupt.

The game might have had a different outcome. The leaders of
the two parties might have talked together on the golf course or at
the athletic club and agreed that escalation could only lead to
financial strain. In their common interest each might have agreed
to head off any efforts at escalation in his own party. This is a
game which has one type of outcome if the participants proceed
independently and a different type of outcome if they collaborate.
If the first scenario were followed, and escalation took place, the
chances are good that a lesson would be learned and that the
leaders would get together before the following election. Once an
initial understanding was worked out the arrangement might be
stable over a period of years. If collaboration in a market has
persisted over a long period of time new leaders, as they come to
power, do not have to work out their own understandings but can

\
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follow the pattern of limited competition that has become tradi-
tional in the market.

Political bargaining usually involves mixed motives. Those en-
gaging in it have interests in common. and it is these common
interests which propel them toward negotiation in the first in-
stance. They also have conflicting interests, for each participant
wants to maximize his benefits and minimize his costs. Each seeks
asymmetry in his own favor, giving as little as possible and getting
as much as he can. If either actor is too unyielding, however. the
transaction will not take place and both may be losers. This
realization will incline each to accept a moderate settlement in
preference to no settlement at all. The negotiation may be further
complicated if the two parties calculate the cost of agreement in
different terms. One participant may measure the cost of a trans-
action in terms of dollars while the other may be thinking in
terms of alternatives forgone or political support lost. If the gap
between the cost/benefit calculations of the participants is so
great that it cannot be bridged by compromise, there will be no
transaction.

By and large, the greater the cost of a transaction to an actor
the greater the rewards that he will seek from it. If he has made a
considerable investment (in terms of time, money, energy,
prestige, or risk), he will seek commensurate returns. Actor A
may argue that the risks entailed outweigh the rewards that B is
offering. Actor B may respond that the risks to A are negligible
and the rewards are substantial. He might add that the cost of
giving A an increased reward would be more than A’s support is
worth. Thus B might finally say to A: “I would like your support
in the upcoming election, but it is not worth my while to try to
meet your terms. Your support is not as important to me as you
believe it to be.”

Actor B might have been applying marginal analysis. Every
political resource, as well as every economic resource, is subject to
diminishing returns. Actor B might have been prepared to make
extravagant concessions to C in order to get the 20,000 votes that
he believes will put him in the mayor’s office. He might be
prepared to make substantial, though less drastic, concessions to
D in order to get the next 20,000 votes that can serve as insur-
ance. Beyond that, however, the value to him of additional incre-

T
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ments of support drops rapidly. For that reason, perhaps, actor A4
cannot get the price for his support that he had hoped to get.

Political markets in the United States are usually oligopolistic
or duopolistic but occasionally monopolistic. If there is only a
single seller in a market, buyers have no recourse but to meet his
terms if they are to have his product. Buyers cannot exert effec-
tive pressure upon the seller, as they could in a competitive
situation, and therefore the seller need not be responsive to their
demands.

Not since the days of Federalist party dominance, prior to the
formation of the Jeffersonian Republican party, has a political
party enjoyed anything approximating monopoly on the national
scene. In the big cities, on the other hand, American history has
many examples of effective monopoly. Boss William Tweed had a
working political monopoly in New York City; so did Martip
Lomasney in Boston, Boies Penrose in Philadelphia, Thomas j.
Pendergast in Kansas City, Frank Hague in Jersey City, ang
Edward Crump in Memphis, to mention a few examples.®

Once a boss controls the production side of the market he may
be able to control the market as a whole. Boss Crump was abje to
persuade groups of voters to cooperate ».vith him pecause they had
nowhere else to go and because he was in a pos:txgn to reward the
cooperative and punish the recalcitrant. He did not haye to
modify the political products that he offered to the voters j,
response to their changing demands because he controlled de.
mand as well as supply. In this case of vertical integration of the
market those who did not play ball with him were simply oyt of
luck.

As types of market organization, monopoly and duopoly are
analytically quite distinct. In practice, however, duopoly shageg
off into monopoly as one party gets progressively stronger thap its
opponent. The substance of monopoly can sometimes be found
even though, technically speaking, an opposition party is Present.
Was Tammany Hall, during its great days, a monopoly? Dig
Boies Penrose operate a monopoly in Philadelphia? TerminOIOgy

®See, for example, Harold Zink, City Bosses in the United States: A Study of
Twenty Municipal Bosses (Durham, North Carolina: Duke University Press,
1930); and Charles W. Van Devander, The Big Bosses (New York: Howell,
Soskin, 1944).



Parties and Political Competition 23

is not particularly important provided it is recognized that in these
cases the minority party became so weak that the corrective
forces normally associated with duopoly ceased to work.

The same type of question arises in an examination of political
machines at the state level. The Democratic party dominated the
states of the South for many years just as the Republican party
dominated states in northern New England and the Great Plains.
Was this monopoly? One of the characteristics of a monopoly is
that the monopolist is able to prevent potential competitors from
entering the market. According to this criterion these examples
would not qualify as monopolies nor would the Byrd machine in
Virginia. Huey Long's short-lived regime in Louisiana would
qualify however.

When a serious study of political market structures is undertak-
en a far more elaborate terminology will be needed than is now
available. For example, it would clearly be helpful to have a term
to describe a situation that is neither a monopoly, on the one
hand, nor a genuine duopoly on the other, a situation in which
two parties are active but one is clearly dominant. It might also
be helpful to classify market situations in terms of the ease of
entry of parties into the market.

Ease of Entry

Easy Entry Difficult Entry

g o2 1 2
‘2 5-‘ = one party, one party,
E: % easy entry difficult entry
G
=]
1]
2

I 3
E o 4
E) E two parties, two parties
Z = Dﬂ: easy entry difficult entry

In each of the cases indicated in this simple matrix the market
situation would be different. The conditions found in cell 1 would,
of course, be rare. The conditions depicted in cell 2 describe a
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market that is both undemocratic and stable. Cell 3 depicts condi-
tions that are very favorable from the point of view of a dem-
ocratically functioning market. Cell 4 depicts a market condition
that satisfies one of the conditions for democracy (two parties)
but does not satisfy another (ease of entry).

In the United States competition between political parties is
considered as natural and inevitable as the changing of the sea-
sons. As the analysis in this chapter suggests, however, there is
reason to expect that competition will sometimes be replaced by
collaboration. Under some circumstances the interests of political
parties may be divergent from the interests of the political system
as a whole. The individual citizen is better off and the market
system as a whole functions in a more democratic way if there is
lively competition among political parties—but the leaders do not
always think it in their interest for their parties to compete. By
the same token, the maintenance of healthy competition requires
ease of entry of new parties—but the interest of existing parties
discourages the entry of new ones. It is in the interest of the voter
to receive information about parties, candidates, and programs
that is as full and as unbiased as possible—but the immediate
interest of a political party may lie in presenting incomplete and
slanted information. The potential for conflict between the inter-
ests of individual political parties and the requirements of the po-
litical system as a whole deserves attention.



Chapter Three
Political Parties and
Interest Groups

Major Parties

The market approach illuminates the role of major parties in
the American two-party system. A major party may be thought of
as an organization of men who offer a selection of products to
consumers in a political market in the hope that consumption of
these products, as expressed in terms of voter support, will enable
the party to wield influence or assume office. These products
normally consist of candidates, programs, policies, perspectives,
and so on. A party need not sell its products to every buyer in the
market. All it must do to assume office is to persuade more
consumers to buy its products than the products of the other
major party.

A party grows by finding increased numbers of buyers, by
drawing individuals into the routine political activity necessary to
keep it alive, and by the recruitment of leaders at a variety of
levels. If a party wins an election and assumes office, the leaders
whom it has selected become official leaders of the governing
apparatus in the market area be it national, state, or local.

The party that is defeated remains in existence and criticizes
the leaders of the victorious one and its selected policies and
programs in an effort to draw support away from the governing
party and toward itself. By focusing attention on certain issues

25
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and problems the opposition party helps to educate the citizenry
and provides a channel through which citizens can express their
discontents. The objective of the opposition party is to persuade
the consumers of political products to withdraw their support from
one line, that is, those of the governing party, in favor of the line
offered by the opposition.

The history of American political parties can be analyzed in
terms of their success, or lack of success, in developing and
marketing products attractive to large numbers of consumers. A
party prospers when it offers products that are attractive to the
market, relative to those of the other party, and it languishes
when its products do not attract. Since the tastes of the market
undergo continuing change, products must also change.

Parties are slow-moving organizations, however, and are rarely
in a position to respond quickly to sudden changes in the market,
Because adjustment to changing demand is difficult, it is natural
for a party to try to ease its adjustment problems by stabilizing
demand. That is, a political party will not only offer products, it
will try to persuade consumers to buy them. It may engage in a
major marketing program to ensure that consumers will come to
demand, or will continue to demand, the products that it is
prepared to offer. Under some circumstances it may be easier for
a party to modify market demand than to modify its products.

The management of demand can have important consequences
for the functioning of the political system as a whole, and the
consequences need not be sinister. If it serves to dampen erratic
shifts in demand, its contribution is valuable. Furthermore, the
effective political leader is often the individual who is most suc-
cessful at demand management. He tells the consumers what
products they should want and then persuades them to accept
those products. The capacity to manipulate demand is potentially
dangerous, however, since it could undermine the democratic
aspects of the market system. The problem may become more
serious as public relations skills come to be used progressively
more in politics.

Historically, the two parties have been fairly evenly matched,
with one party achieving moderate dominance for a time before
losing it to the other. The Republicans carried the presidency
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from 1800 through 1824.! The Democratic party carried it from
Jackson’s victory in 1828 through the election of 1856, save for
Whig victories in 1840 and 1848. The Republican party once
again dominated the presidency from Lincoln’s election in 1860
through Hoover’s election in 1928, save for the 1884, 1892, and
1912. They would have carried it in 1912 if the Republican vote
had not been badly split between Taft and Theodore Roosevelt.
The Democratic party returned to dominance again in 1932 and
has won the presidency in every election save 1952, 1956 and
1968. In two of those years the exceedingly popular Dwight
Eisenhower was a candidate and in the third the Democratic
party was saddled with the Viet Nam War.2

Party asymmetry has been typical of the American political
system, but it has been a fluctuating asymmetry rather than a
progressive one. The reasons for party fluctuation are not alto-
gether clear but part of the explanation can be perceived. For one
thing, the dominant party has not used its position to try to crush
the weaker party. This restraint is probably to be explained by
the extent to which the *‘rules of the game™? have been internal-
ized by party leaders and by an awareness that if either party
made a serious effort to crush the other it would immediately be
punished by the withdrawal of popular support. In addition, the
decentralized and pluralistic nature of the market system in the
United States tends to prevent the disappearance of the second
party. There are many smaller markets within the large national
one and in some of these the party that is weaker nationally is
stronger locally. For this reason a party may lose the presidency

'For a discussion of shifts in party voting see V. O. Key, “A Theory of
Critical Elections,” The Journal of Politics, vol. 27 February, 1955). Angus
Campbell, et al., The American Voter. Angus Campbell, “Voters and Elections:
Past and Present,”” The Journal of Politics, vol. 64 (November, 1964), pp.
745-757. Angus Campbell, “Surge and Decline: A Study of Electoral Change™
and “A Classification of the Presidential Elections” in Angus Campbell. Philip
E. Converse, Warren E. Miller, and Donald E. Stokes. Elections and the
Political Order (New York: Wiley, 1966). Also Robert A. Dahl, Pluralist
Democracy in the United States (Chicago: Rand McNally: 1967), pp. 230-238.

2These swings would be less clear-cut if one examined the composition of the
houses of Congress, of course.

3See Chapter Six.
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by a substantial margin and still have a very respectable congres-
sional delegation. In the Senate, of course, only one-third of the
members are elected in any given election year which prevents
rapid turnover.

After a smashing defeat or a series of defeats for one of the
parties, the political process seems to set various self-correcting
forces in motion. The defeated party, entrenched in certain mar-
kets and with its survival not really in doubt, begins the slow
process of making a comeback. It is likely to go through the
political equivalent of bankruptcy proceedings. Defeat is likely to
have discredited the established leadership and a new leadership
may begin to emerge. The party will be under pressure to become
more adaptive and to develop new programs, policies, and per-
sonalities. As part of the process of acquiring a “new look™ it is
likely to borrow some of the more attractive elements of the
stronger party’s ideology and program.

At the same time that the weaker party is trying to adjust to
defeat, the stronger party is trying to adjust to victory. Electoral
success may help to produce internal differences that the weak
discipline of an American party cannot overcome. The stronger
party may, in time, exhaust its ideology and its program. Con-
sumers may tire of its rhetoric and its personalities. Cumulative
discontents are likely to build up in the market which are not
necessarily related to actions of the stronger party but which will
nevertheless work against it. The stronger party, after being in
office for some years, will feel forced to justify its past behavior.
To institute change and to modify existing programs may seem to
its leaders a confession of past error and therefore they may hold
to established programs, policies, and perspectives. When new
issues emerge, as they will, the weaker party may be in a position
to be more flexible and more alert in seizing these issues and in
developing new policies. The weaker party may come to appear
to be more in tune with the times while the stronger party seems
absorbed with the remembrance of things past. These factors,
combined with the delight that many Americans have in support-
ing the underdog and upsetting the favorite, will eventually pro-
duce a “surprise” victory. The parties may now find their posi-
tions reversed and the comeback process begins again.

Whatever the full explanation for the phenomenon of party



Political Parties and Interest Groups 29

fluctuation it is evident that the second party, in modern times,
has never been in danger of extinction. The Democrats received
only 34 percent of the popular vote in 1920 and 29 percent in
1924. By 1932, however, the Democratic party elected a pres-
ident and in 1936 the Republican party hit its twentieth century
low of 36.5 percent of the popular vote. In the space of a decade
the roles of the two parties were reversed. In 1964 the Republi-
can party received its second lowest vote percentage of the centu-
ry, 38.5 percent. Four years later the Republican presidential
candidate was victorious.

The development of a precise and detailed theory of party
behavior must await a systematic analysis of the functioning of
political parties in various markets. Why does party A behave one
way in market X and another way in market Z? Why, in the same
market, do parties A and B behave so differently? A valuable
dimension might be added to the study of American political
parties if they were analyzed in terms of their market per-
formance. A profile of a party’'s behavior could be prepared
dealing with such matters as:

¢ What market or markets is the party aiming at?

* What products is it offering in each market?

* What are the characteristics of those products?

* How is the product being distributed?

e Who is consuming those products?

e How much success is the party having in its marketing
program?

Parties and their behavior could be compared on the basis of
such profiles and differences could be noted. The functioning of
the Democratic party in a county in Mississippi or Alabama is a
far cry from its behavior in Detroit. The image of a party that is
presented to the voters in one locality may be quite at odds with
the image of that party that its leaders are trying to project
nationally. Local candidates, because of the situation in which
they find themselves, may mute certain party positions, distort
them, or disavow them altogether. The strategy to be pursued by
a party will also be deeply influenced by whether or not it
controls the presidency and the Congress.



30 Competition in American Politics

Minor Parties

The party system in the United States is a two-party system.
The working of that system cannot be fully understood, however,
without consideration of minor parties and of the role that they
play. There are various kinds of minor party. The splinter party
results from a conflict within one of the major parties that proves
to be unresolvable; the unreconciled element splinters off. Typi-
cally this happens after a national convention which results in the
nomination of a candidate considered unacceptable by a militant
element in the party. Splinter parties tend to dissolve quickly,
rarely outliving the election. Their members go back into the old
party or cross the line into the opposition. In 1948 two elements
spiintered off from the Democratic party and formed the Dix-
iecrat party and the Progressive party. Harry Truman was elected
despite this defection and the splinter parties, true to form, quick-
ly dropped out of sight.

In 1872 liberal Republicans bolted the party and nominated
Horace Greeley to run against Ulysses S. Grant, the officia]
Republican nominee. In 1912 the Bull Moose Progressives bolted
the Republican party to nominate Theodore Roosevelt. The split
in the Republican vote between Taft and Roosevelt threw the
election to the Democratic candidate, Woodrow Wilson. In 1924
Robert LaFollette, Sr., led a bolt of Progressives from the Repub-
lican party.

In addition to splinter parties, there are single-purpose parties,
such as the Know-Nothing party, the Greenback party, and the
Prohibition party. Single-purpose parties are most likely to arise
when there is an issue deemed important by a sizable portion of
the electorate on which, for one reason or another, neither of the
major parties is responsive. The 1892 platform of the Prohibition
party exemplifies the spirit of the single-purpose party.

We arraign the Republican and Democratic Parties as false to
the standards reared by their founders; as faithless to the princi-
ples of the illustrious leaders of the past to whom they do
homage with the lips. . . . The competition of both the parties for
the vote of the slums, and their assiduous courting of the liquor
power and subserviency to the money power, has resulted in
placing those powers in the position of practical arbiters of the
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destinies of the nation. We renew our protest against these
perilous tendencies, and invite all citizens to join us in the
upbuilding of a party . . . that prefers temporary defeat to an
abandonment of the claims of justice, sobriety, personal rights
and the protection of American homes.

Recognizing and declaring that prohibition of the liquor traffic
has become the dominant issue in national politics, we invite to
full party fellowship all those who on this one dominant issue are
with us agreed, in the full belief that this party can and will
remove sectional differences, promote national unity, and insure
the best welfare of our entire land.*

A third type of minor party is the sectional party, such as the
Farmer-Labor party in Minnesota or the American Labor party
in New York. Finally, there are the socioeconomic parties, such
as the Socialist party.

Typically, a minor party is founded when a group of discon-
tented political leaders are disturbed by the actions of one or both
of the major parties. These leaders will argue that the major
parties are unresponsive to the pressing needs of a substantial
proportion of the electorate and that a new party is therefore
needed. From the point of view of individual voters, a third party
offers a home at a time when they do not think that the major
parties are accommodating their needs. From the point of view of
the functioning of the system, the fact that a new party may arise
at any time helps keep the system responsive. -It makes it unlikely
that the two major parties will engage in a prolonged duopolistic
agreement, tacit or explicit, or ignore a set of wants shared by a
significant number of consumers. If the major parties should
ignore these wants, a new, responsive party can arise.

The importance of minor parties to the political system is not
adequately reflected in the amount of voter support they attract.
In the House of Representatives and the Senate the major parties
have been dominant ever since the Republican party emerged as
a major party. Every presidential election since 1860 has been
won by a candidate of one of the two major parties. In the
average presidential election minor parties receive only about 5
percent of the vote.

*Kirk H. Porter, National Party Platforms (New York: Macmillan, 1924).
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American history is nevertheless spotted with periods in which
minor parties, for a time, played a role of importance: the Lo-
cofoco party following the Panic of 1837; the Liberty party in the
1840s and 1850s; the Know Nothing party, with its conviction
that most of the ills that troubled the body politic could be traced
to the immigration of undesirable types of persons; the Free Soil
party, with its slogan “Free Soil, Free Speech, Free Labor and
Free Man”; in the 1880s and 1890s there was the Greenback
party, the Prohibition party, and the Populist party. In 1948 there
was the Dixiecrat party and the Progressive party with Henry A.
Wallace as its titular head.

In American history only one minor party, the Republican
party, has managed to make the grade and become established ag
a major party. The advent of the Republican party did not mean
the birth of a multiparty system. The Republican party simply
became the second party as the Whigs, unable to unite on the
issue of slavery, disappeared. Other parties have had a less illys-
trious history. The Anti-Masonic party was absorbed by the
Whigs. The Locofocos were drawn into the Democratic party.
The Know-Nothings were absorbed into the Republican party, ag
were the Free Soil party and the Liberty party.

In view of the record of minor parties, why do political leaders
persist in third party efforts? The answer is not to be found ip
wholly rational political considerations. The drive behind a given
third party effort may be found in a calculated attempt to force
the hand of a major party or in a strong sense of outrage ang
protest. A leader’s calculations concerning the prospects of such g
movement may reflect a sober assessment of political realities o
may be a product of little more than his hopes and personal
ambitions. It is apparently easy for a third party leader to become
a believer in the “doctrine of the hidden majority.”S This doc-
trine tells its adherents that there are many persons who are eager
to become politically active but who remain inactive, and even to
a degree apolitical, because neither of the major parties will give
them what they want. If a new party were to come along, or a
new type of leader, or a leader espousing the things that this

5See Philip E. Converse, Aage A. Clausen, Warren Miller, “Electoral Myth
and Reality: The 1964 Election,” American Political Science Review (Jupe,
1965), pp. 321-336.
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hidden majority really favors, vast political energies could pre-
sumably be tapped. The doctrine of the hidden majority was
apparently persuasive to George Wallace.

It is important to understand why the number of major parties
in the national market does not go below two and it is also
important to understand why it does not go above two. Mechani-
cal features of the system, such as election by plurality and
single-member districts, go a long way to explain this. Another
important factor, however, is the difficulty that third parties have
in entering the market.”

The obstacles in the way of starting a new party to compete on
even terms with the established parties are analogous to those in
the way of starting a new automobile company to compete with
the Big Three. There are problems of cost, and of fund raising; of
attracting experienced personnel to a new organization and of
keeping them despite party defeats; of developing a product that
will be attractive to consumers yet sufficiently differentiated from
those already available; of establishing regional and local market-
ing outlets and service organizations. In addition there is the
problem of developing a satisfactory “name” in a market that is
attuned to the established brand names, “Democratic party,”
“Republican party.” Party identification, a potent electoral factor
in the United States, favors the established parties.

A further difficulty is that the fledgling party, in asking for
support, is not in a position to offer very much in return for that
support. It is not able to promise the modification of public policy
because it has little chance of winning office. Few voters will
persist long in supporting a new party if the prospects of that
party remain dim. A handful of voters might, of course; individu-
al behavior in a political marketplace may be motivated by the
desire to punish, to retaliate, and to deprive as well as by the
more customary political values. Such motivations would provide
an unstable basis for a political party, however, and are not ones
on which a mass party could long be nourished. The difficulty in

6The attractions of the doctrine are not confined to third party leaders of
course. Converse, Clausen, and Miller, ibid., discuss the doctrine in connection
with the 1964 campaign of Senator Goldwater.

’See Gordon Tullock, “Entry Barriers in Politics,” American Economic
Review, LV (May, 1965), pp. 458-466.
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starting a third party affords some protection to the major parties
since it means that a major third party effort will not be undertak-
en casually. The harder it is to get a third party started under the
conditions prevailing in the national market the greater is the
latitude that the major parties have before this corrective process
will start to work.

One of the most severe obstacles that a third party faces lies in
the ability of the major parties to steal elements of its platform.
A third party is most likely to arise when needs and attitudes
have developed in the market to which neither of the major
parties is responsive. The rise of a third party, however, is likely
to make the major parties acutely aware of those needs and
attitudes. Once the leaders of the major parties are aware they
are likely to take positions which will cut the ground from
beneath the fledgling third party. As soon as it became evident
during the campaign of 1968 that George Wallace’s emphasis on
“law and order” was attractive to a great many Americans, the
candidates of the major parties quickly adopted the issue. By
election day there were three candidates who were calling
sternly for law and order.

If a single issue provides the raison d’étre of the third party, the
very existence of the party becomes problematic once one of
the major parties has taken a favorable position on the issue. The
destiny of a third party, therefore, rests less in the hands of its
own leadership than in the hands of the leaders of the major
parties. Once the voters are given a choice between a major party
that has taken a moderately attractive stand on an issue and a
minor party that has taken an exceedingly attractive stand, they
will gravitate toward the major party in the interest of political
efficacy. When there is a strong demand for a political product, it
will be bought from any organization that offers it, including a
new and untried organization. Once a major party offers a prod-
uct to meet that same demand, consumers will abandon the new
organization in favor of the established one. It is noteworthy that
despite the publicity the Wallace party received during the 1968
campaign and the broad support it seemed to have for a time, it
polled only 13.4 percent of the total vote on election day and
seemed to disappear from sight after the election.
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A minor party may also be at a disadvantage because of the
small size of the market for which it has potential appeal. Un-
less there is massive discontent with both of the major parties,
the market for the products of a minor party will be small
Discontent with the party in power is more likely to express itself
in terms of support for the opposition party than support for a
third one. A minor party may pick up support quickly when it
comes into being—and very quickly exhaust the market of voters
who are already disenchanted with the major parties. Drawing
large numbers of voters away from the established parties will
prove more difficult.

One of the reasons it will prove difficult is that the minor party
is apt to be severely handicapped by its lack of product di-
versification. If the insensitivity of the major parties to a new
issue or need is the source of their vulnerability, the concentration
of a minor party upon that issue or need is the source of its
vulnerability. If a minor party is brought into being because of
discontent with a stand of the major parties, its appeal will
necessarily be limited to those consumers to whom that issue is of
great importance. It is a characteristic of major parties, on the
other hand, that they offer a wide variety of political products
rather than a single product. The stand of the minor party may
allow it to get a foothold in the market but its single-mindedness
will prevent it from having a broad appeal. It has little to offer
voters who are indifferent to that single issue.

If it tries to widen its appeal in order to attract more voters it
may run the risk of a party split. Many of the members attracted
to the party in the first instance were drawn to it because of its
stand on a central issue and there is no assurance that these
members will be in agreement on quite different issues. Further-
more the ideologues, whom a third party may attract in consider-
able number, may prefer doctrinal purity and single-mindedness
of purpose rather than product diversification in the interest of a
broader appeal. The party, therefore, may be trapped: if it does
not broaden its appeal it cannot challenge the major parties; if it
broadens its appeal it is likely to split and lose many of its more
passionate members.

Some minor parties aspire to become major parties and when
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they fail to achieve a breakthrough drop out of sight. Other minor
parties persist and are to be found on the ballot in successive
elections. The Socialist party, for example, seemed to be relatively
stable at a low level of activity and support. It offered highly
differentiated products having little mass appeal in the United
States. Its products did appeal to a small and faithful clientele,
however, and this support allowed it to stay in business.

Because it is so difficult to start a third party, those who are
discontented often gravitate toward the expedient of a splinter
party or toward efforts to capture the machinery, nationally or
regionally, of one of the major parties. In a political market there
is no law to prevent a brand name from being used by unauthor-
ized persons. Any candidate for office can call himself a Dem-
ocrat or a Republican. If he succeeds in getting himself officially
nominated he is the official candidate of that party regardless of
the extent to which his views may diverge from those of the
national leadership. The ability of an individual to seek, and
possibly win, nomination in a direct primary has probably re-
duced the pressure for the formation of third parties below what
it otherwise would have been.

Interest Organizations

It is a characteristic of large political markets that much of the
significant communication within them is among organizations.
There are major parties, minor parties, and scores of interest
organizations. The three categories might be distinguished in the
following way:

A major party 1) makes appeals to the entire electorate or
major portions of it;

2) offers presidential candidates and candi-
dates in a great many lesser markets across
the nation.

A minor party 1) makes appeals to the electorate that are
somewhat restricted as to content or geo-
graphic scope;

2) may or may not offer a candidate for the
presidency, but is not able to offer candi-
dates in lesser markets across the nation.
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An interest 1) may make appeals to the electorate that
organization are broad or restricted in content and geo-
graphic scope;
2) does not offer candidates for office.

Nonparty organizations vary greatly in size of membership,
intensity of membership activity, geographical scope, effec-
tiveness, objectives, techniques used in the pursuit of these objec-
tives, and ideology. Because these organizations may be examined
from so many points of view, there is no single basis for class-
ification that is wholly satisfactory.

American history in the nineteenth and twentieth centuries has
been influenced to no small extent by various of these organiza-
tion—the Knights of Labor, the Grange, the Ku Klux Klan, the
Anti-saloon League, the American Federation of Labor, the CIO
(Congress of Industrial Organizations), CORE (Congress on
Racial Equality), Southern Christian Leadership Conference,
SNCC (Student Nonviolent Coordinating Committee), and on
and on.

These organizations serve a variety of functions in the political
marketplace. They are a part of the communication and opinion-
making network that links major political producers, such as the
parties, to the consumer. Their communications role is by no
means wholly passive. They shape and color information and
opinion as they transmit it and they influence both consumers
and producers. Their role, in this respect, is somewhat analogous
to that of communications media such as radio, press, and televi-
sion, since they help to fill the void between consumers and
producers.

Unlike the mass media, these organizations may also perform a
brokerage function. Individual consumers register their market
preferences in a variety of ways, and that includes joining interest
organizations. These organizations are then in a position to rep-
resent the interests of their members in dealing with other organi-
zations in the market. Interest groups stand between individuals,
on the one hand, and political parties and governmental organiza-
tions on the other. They press the demands of their membership
and, in so doing, often engage in bargaining on behalf of their
members. It is a form of collective bargaining.
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Bargaining presumes an exchange process, and the spokesmen
for the organization are engaged in both buying and selling. They
are seeking to sell the organization’s program, its demands, its
point of view, and the importance of its support to the parties and
to governmental institutions. At the same time, in return for con-
cessions to it, the organization may be asked to “buy” the candi-
dates or program of a party, to support that party or to cease op-
posing it.

A broker, by definition, is a middleman. If the leadership of
the organization has a series of relationships with political and
governmental organizations, it also has relationships with its own
membership. Its task will often be that of adjusting the demands
and wants of its membership to the realities of the larger market
situation. If the organization’s leadership has extracted certain
concessions from governmental leaders in return for various con-
cessions on the part of the group, the leadership must then turn
around and sell the terms of agreement to the rank-and-file
membership.8

The position of the organization’s leadership in such a situation
is closely analogous to that of a union’s leadership seeking to
adjust the demands of the union members and the concessions
proposed by management. The leaders of a union may be thought
of as buying certain demands from the union membership and
trying to sell those demands to management. Then it buys certain
counterdemands from management and seeks to sell these to its
membership as the necessary price for the desired concessions.

In the same way, the leaders of an interest organization buy
certain things from their members and try to sell them to political
and governmental organizations (figure below).

....... buying selling
L —_—
organization
,,,,,,, Political or
membership Organization Governmental
....... Leadership Organizations

8Curry and Wade refer to these brokers as “fiduciaries.” “The fiduciary is a
political actor who represents beneficiaries as a group agent. His role within the
system is to bargain with other group fiduciarics on issues in which his
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Then the leaders must try to sell to the membership the conces-
sions that it has bought from the political or governmental organi-
zations (figure below).

organization Organization Political or
membership S Leadership Governmental
. . . Organizations
selling buying
“— -———— €

Bargaining will often be complex and protracted, with each of the
three actors buying and selling (figure below).

buyin sellin

C ying | ] g
organization -

....... Organization Political or
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The terms agreed upon, at a given time, will be strongly
influenced by the supply and demand situation in the market and
by the relative market strengths of the participants in the negotia-
tion. The interest group leaders may present initial demands, on
behalf of their members, that will be deemed unreasonable. These
demands, if acceded to, might require, say, a 40 percent increase
in the operating budget of a federal agency. When the agency
points out to the interest group leadership the implications of their
demands, and maintains that the figure is unacceptable, the inter-
est leadership may modify its position. Ultimately the agency
might be prepared to go to Congress with requests for a 10
percent increase in funds to finance increased agency functions.
In a somewhat similar way, the leaders of a major party might
point out to the leaders of an interest organization that agreement
with their demands would force a reshaping of the party’s pro-
gram and, furthermore, would alienate other groups supporting

bencficiaries have an interest and to compete with other group fiduciaries to
affect the authoritative allocation of resources by the government on issues
interesting to his beneficiaries.” R. L. Curry and L. L. Wade, A Theory of
Political Exchange (Englewood Cliffs, N. J.: Prentice-Hall, 1968), p. 41.
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the party. They would argue, that is, that the costs of compliance
with the group’s demands would be prohibitive. The interest
group’s leadership in such circumstances, would go away empty-
handed or with only minor concessions.

This discussion has emphasized the broker or middleman role
of interest group leaders. It should be noted, however, that a
broker may develop goals that are different from those of the
individuals he is supposed to be representing and not wholly
compatible. Whenever a degree of autonomy and independence
can develop an observer should be alert to the prospect that it
will develop. It should not be assumed that the leaders of an
organization automatically seek the interests of the members of
the organization in all respects. At the very least, a leader may
develop a concern for personal prestige, salary, and style of living
that may be at odds with the interests of the organization’s
members.?

An interest organization usually strives to improve the position
of its clients relative to other elements in the population. Typical-
ly it seeks a larger share of the resources at the disposal of the
political and economic system. In a complex modern democratic
society such as the United States there will be a great many
organizations and interests jousting for position and making simul-
taneous demands upon the political and economic system. Many
of these demands will meet with disappointment: first, because
the resources available are limited; second, because the demands
may be mutually incompatible. If the demands of one group are
satisfied it may be only at the price of disappointing the demands
of another group. There is no natural harmony of interests.

When a new interest organization moves into the political arena
it will not find itself in harmony with all existing organizations.
For this reason there will be varying responses to its appearance,
ranging from strong opposition to strong support, with many
shades in between, including indifference. When the demands of
groups are complementary, they may be able to engage in collab-
orative activity in the marketplace. If the demands are incompat-
ible, so that the interests of one organization can only be ad-
vanced at the expense of the interests of another organization, the

9For an interesting discussion of related issues see Mancur Olson, Jr.,, The
Logic of Collective Action (Cambridge: Harvard University Press, 1965).
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groups are likely to engage in competitive activity. The effec-
tiveness of an organization will be greatly influenced by the
nature of the environmental response that it encounters. Since the
environment is always in a process of change, the compatibility of
an organization with its environment can vary widely over a
period of time.

In addition to responding to changes in its environment, an
interest organization may play an active role in changing that
environment. It may educate consumers about the desirability of
certain kinds of political products and may help generate political
demands that other organizations, including parties, will have to
satisfy. Interest groups are therefore a force for programmatic and
ideological innovation. Without the formulation and propagation
of ideas by interest organizations the American political system
would lose a good deal of its adaptability and capacity for innova-
tion.

The success of an interest organization will normally be related
to its internal processes and to the demand and supply situation
that it encounters in the market. The demand for an organiza-
tion’s product will depend largely on the extent to which the
perceived ideology, objectives, behavior, and personnel of the
organization are congruent with those found in the environment.
An organization enjoying a high degree of congruence can nor-
mally expect to find a larger market for its products than an
organization with low congruence.

Certain exceptions need to be pointed out, however. If the
degree of congruence is so high that the products of the organiza-
tion cannot be differentiated from those of other organizations,
demand may be weak. If congruence is low, an organization may
be able to survive, and even to thrive, by uncovering a special
market that no other organization is catering to. The ideology and
activities of the Ku Klux Klan, for example, have little congru-
ence with the broad characteristics of the American political
environment yet the Klan goes on year after year because it has
found a restricted market in which its products are in great
demand and in which it encounters little competition. An organi-
zation may be able to design its products with a particular subcul-
ture, minority, interest, or profession in mind and its acceptance
in that market is closely connected to its lack of congruence with
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the society as a whole. There are a great many special political
markets in the United States and many political organizations
have come into being to meet the needs of those markets.

An interest organization usually strives for growth because the
larger the number of consumers of its products, the more support
it has in the market and the more effective it will be in dealing
with other organizations and governmental agencies. The same
logic encourages interest groups to ally with one another or even
to amalgamate. Interest organizations do not invariably strive for
this kind of expansion, however. An organization might be willing
to sacrifice growth in favor of homogeneity and ideological cohe-
siveness. The National Association of Manufacturers, for exam-
ple, is apparently content to operate on the basis of a small
number of supporting firms since this allows it to achieve a high
level of doctrinal consensus. The NAM can usually take stronger
stands on issues than can a more broadly based organization such
as the United States Chamber of Commerce.

How an interest organization or a political party uses its sup-
port and influence will depend on its general position in the
market and on a number of considerations of strategy—matters to
be examined in the following chapter.



Chapter Four
Markets and Marketing

Communications and the Market Process

The functioning of the American political system cannot be
described or understood adequately except with reference to com-
munications. This is true of the system as a whole and it also
holds for a number of the subprocesses within that system, such as
the electoral process. As the capacity to trace and analyze the
flow of communications increases, understanding of the political
process will also improve.

No large market can function without a communications sys-
tem. In the absence of signals flowing through that communica-
tions system, buyers cannot know what is being offered nor the
cost of available products and sellers cannot know what is being
demanded. Exchange itself cannot be carried on in the absence of
negotiation and communication among potential buyers and po-
tential sellers. When it is recalled that the political system of the
United States involves an intricate complex of linked markets, the
importance of communication becomes obvious.

It is also obvious that the combined information requirements
of this complex of markets and submarkets is staggering. To
service this complex there exists a vast communications network
of transmitters, receivers, relay stations, filters—the array of ele-
ments found in any sophisticated communications system. Signals

43
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move through this network to be stored, to be ignored, or to serve
as cues for a variety of actions, reactions, and adjustments. The
flow of communications through this network is little understood
as yet, but messages can be observed moving from one market to
another, from one party to another, from one element in a party
to another, from parties to private organizations and the reverse,
from one government to another, from governmental units to
private organizations, from one leader to another. These messages
also move by means of a variety of different channels—
telephone, the mails, newspapers, magazines, radio, television,
and face-to-face communication.

The communications system has a great deal of flexibility in the
way that it handles political information. It normally operates at a
fraction of its potential capacity. During political campaigns and
the period prior to the nomination of candidates, however, the
flow of communications picks up sharply. Channels of communi-
cation that are seldom used for political purposes may be ac-
tivated for a time before returning to a stage of dormancy. Since
different channels are used to reach audiences in the various
markets, the kinds of messages that flow through the different
channels will vary. There may also be a noticeable variation in
the kinds of messages that flow through a single channel at
different times. The amount of distortion associated with commu-
nications will vary with the channel, the user, and the nature of
the communication.

Because the communications system and the political system
are so closely linked, changes in the former necessarily affect the
latter. For example, the advent of television has altered to some
extent the qualities that voters consider important in candidates
and hence has had an impact upon the kind of candidates that
parties are inclined to nominate. If a candidate is not reasonably
attractive, does not have a relaxed television manner, and does
not project an image of competence and sincerity, his chances of
being nominated and elected are reduced. Television has revolu-
tionized campaigning. A number of observers have argued, for
instance, that the televised debates between John F. Kennedy and
Richard Nixon were a turning point in the 1960 campaign. Tele-
vision coverage of national conventions has had an impact upon
the conduct of those conventions. The use by the television net-
works on election day of computer-aided predictions of election
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outcomes may have an impact on voting in western states where
polling places do not close until some hours after they close in the
east.

The mass media serve as important communications links be-
tween the producers of political products and the consumers of
such products. Messages flow in both directions through the
media. Consumers learn about the products being offered and
producers are enabled to guage consumer preferences and responses.
Since the mass media are much more than simple transmitters
of messages they can and do influence the political process in a
variety of significant ways.

The influence of the communications system as a whole upon
the political system is substantial and is more or less continuous,
but there is also a reciprocal influence. Politics has an impact
upon communications as well. For one thing, it commands a great
deal of attention from the media. For another, political processes
may be used to regulate the behavior of the media and to shape
the development of the communications system in general. The
federal government licenses television and radio stations, super-
vises competition in the communications industry, requires equal
time for candidates on television, and so forth.

Consumption: Individual Choice
and Collective Decision-Making

Political participation usually involves the consumption of po-
litical products. When a voter votes for a candidate he is “buy-
ing” that candidate, at least to the extent of voting for him. When
he writes his congressman in favor of a proposed antismog bill he
is accepting the bill. When he writes a check to the Republican
National Committee he is buying the products offered by the
Republican party. The rich literature on political participation is,
therefore, at the same time, a literature on the consumption of
political products.! The material available on voting behavior

'If **political participation™ and ‘“‘consumption” are such closely related terms,
what is the advantage in using a new and unfamiliar term? The answer is that
the term *political participation” does not suggest links with other elements in the
political system. The term “‘consumption,” on the other hand, keeps the analyst
aware of the relationship of the behavior being observed to other types of

behavior characterized by the terms production, distribution, marketing, ex-
change.
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throws a great deal of light on the behavior of individuals and
groups of individuals in a political market—the impact of atti-
tudes, personality, beliefs, personal contact, particular issues, so-
cial position, age, sex, religion, opinion leaders, and membership
in subgroups and subcultures.?

Party identification, for example, is an important factor in
voting. Eight of ten persons will normally vote in accordance with
party identification. The individual who votes for the party he
identifies with finds his task much eased. He does not need to
invest effort in learning about candidates because, in the last
analysis, all he needs to know about them is their party label. He
does not need to study the issues involved ih an election because
they are irrelevant to the basis on which he will make his deci-
sion.

What of the individual who does more than just vote and who
participates actively in the political process? He, too, is engaging
in an exchange process. He pays certain costs (time expended,
alternative income not earned, and so on) in return for various
gains (heightened sense of belonging and group identification,
increased status and prestige in the eyes of others, gratification of
sense of duty, material benefits such as a larger number of clients
for his law office).3 The extent of an individual’s political partic-
ipation will be influenced by his projection of probable costs and
benefits. If he expects that the benefits from further participation
will increase more rapidly than the costs of such participation he
is likely to become more active. This line of thought, when
applied not merely to a single individual but collectively, suggests
that the more intensive forms of political participation can be
analyzed helpfully in terms of demand and supply. If the benefits
from participation increase, this can be interpreted as an increase
in the “demand” for participation. Increased numbers of individu-
als will Presumably be drawn into political participation as a

2There is a rich literature on political participation. Seec for example Angus
Campbell, Philip E. Converse, Warren E. Miller, and Donald E. Stokes, The
American Voter (New York: Wiley, 1960). Lester W. Milbrath’s more recent
study, Political Participation (Chicago: Rand McNally, 1965) is also very
helpful. This book incorporates an excellent bibliography.

3For an analysis of the motivation of political participants see Robert E.
Lane, Political Life: Why People Get Involved in Politics (Glencoe, Ill.: Free
Press, 1959).
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consequence of the increased payoff. If the benefits from partici-
pation drop, the level of participation should drop also (assuming
that the costs are unchanged).

Two distinct, but closely related, questions need to be touched
on. The first has to do with the nature of individual choice and its
rationality or lack of it; the second with the relation of individual
choice to collective decision-making. There is a distinct difference
between the way political scientists have approached the matter
of individual choice and the way economists have approached it.
Political scientists have not sought to develop a “‘theory” of indi-
vidual choice but have gathered data on the attitudes and deci-
sions of individuals. Economic choice theory on the other hand is
far more rigorous than its political science counterpart but is
unabashedly deductive. It begins with a set of assumptions and
moves carefully to assorted conclusions. Because it is rigorous and
highly general, the economic theory of choice has relevance to
noneconomic variables.4 It examines the question of goal attain-
ment within the context of limited resources. This requires the
allocation of resources among competing uses and the use of a
ranking system as a starting point. In this scheme the individual is
assumed to have goals or purposes, to have the capacity to pursue
those goals (that is, rationality), and to do this by trying to
maximize his “utility.” The assumptions underlying this model
have not been adequately justified on theoretical grounds because
utility theory assumes that satisfactions can be measured cardinal-
ly and added to one another. Nevertheless the theory has been a
useful one.

For many purposes utility theory has been replaced by indiffer-
ence analysis, which does not require the assumption made by
utility analysis. The individual does not try to maximize utility
but, instead, seeks to move to a preferred position.

The result of abandoning, for the most part, the idea that
satisfactions can be added means that indifference curve analysis
of the behavior of a rational individual has taken the place of the
Marshallian type of analysis. The assumption that the individual

See Eugene V. Schneider and Sherman Krupp, “*An Illustration of the Use of
Analytical Theory in Sociology: The Application of the Economic Theory of
Choice to Non-Economic Variables,” The American Journal of Sociology, LXX
(May, 1965), pp. 695-703.
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tries to maximize his satisfaction is retained, although to maxi-
mize satisfaction no longer means achieving the largest sum total
of satisfaction, but rather reaching the most preferred possible
position. An individual can say that he is higher up on a hill, or
lower down a hill, or at the same height, but, unlike ordinary
numbers, such estimates are not marked in feet, or units of
satisfaction.s

Indifference analysis centers on the concept of Pareto optimality.

The criterion that the modern welfare economist employs in
determining whether or not a given situation is ‘‘efficient” or
“optimal” and whether or not a given move or change is
*“efficient” or “‘optimal’’ was developed by Vilfredo Pareto. . . .

The underlying premise of the modern Paretian construction is
the purely individualistic one. The individual himself is assumed
to be the only one who is able to measure or to quantify his own
utility or satisfaction. No external observer is presumed able to
make comparisons of utility among separate individuals., It is
possible, however, even within these limits, to develop a means
of evaluating either ‘‘situations” or ‘‘change in situations” in
terms of their “efficiency.” To do this, a very weak ethical
postulate is advanced. The ‘‘welfare” of the whole group of
individuals is said to be increased if (1) every individual in the
group is made better off, or (2) if at least one member in the
group is made better off without anyone being made worse off. . . .
The ambiguities in the terms “‘better off” and ‘“worse off”’ are
removed by equating these to the individual's own preferences. If
an individual shifts to position A from position B when he could
have freely remained in B, he is presumed to be “better off”’ at B
than at A6

‘ Utility analysis and indifference analysis both make assump-
tions regarding the rationality of individual behavior.? One of the

SR. L Curry and L. L. Wade, A Theory of Political Exchange: Economic
Reasoning in Political Analysis (Englewood Cliffs, N. J.: Prentice-Hall), p. 31.
The discussion in this volume of utility theory and indifference analy;is is a
useful one.

"Jame‘s Buchanan and Gordon Tullock, The Calculus of Consent: Logical
Foundations of Constitutional Democracy (Ann Arbor: University of Michigan
Press, 1962), pp. 171-172. Pareto optimality is also discussed helpfully in James
M. Buchanan, “Positive Economics, Welfare Economics, and Political Econo-
my," Journal of Law and Economics, Il (1959).

"For an interesting treatment of some of the formal aspects of the rationality
question see Kenneth J. Arrow, Social Choice and Individual Values (New York:
Wiley, 1951).
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most suggestive discussions of political rationality is that appear-
ing in Anthony Downs’ An Economic Theory of Democracy.8
Downs has emphasized that the question of “rationality” must be
examined in connection with anticipated costs and benefits to the
individual involved. If an individual is to make informed political
decisions he must gather information and analyze the probable
outcomes of alternative lines of action. For those in some profes-
sions or walks of life it may be difficult to gather this information
and may require a substantial investment of time. The acquisition
of politically relevant information involves costs to the individual
and he may wonder whether those costs are more than offset by
attendant benefits. He might rationally conclude that it is not
worth his while, in terms of costs and benefits, to try to become an
informed voter. Casting a casual, careless vote may be thoroughly
rational behavior in the circumstances.

The same sort of cost/benefit analysis might also incline an
individual to abstain from political participation altogether. If he
were persuaded that the man who casts a careless vote is acting
irresponsibly, then he must either become well-informed or not
vote at all. In such circumstances he might reasonably choose the
latter. Political apathy need not always be viewed as a disease.
Sometimes it should be seen as a rational response on the part of
an individual to the conflict between the requirements for in-
formed participation, on the one hand, and the direction of his
personal interests, on the other. It is not reasonable to ask that
everyone be interested in political affairs.

Lack of information is one of the most important obstacles to
Wwise choice. An individual may not know what each party stands
for, what individual candidates stand for, and what those parties
and candidates will actually try to do if placed in office. He may
not be able to distinguish the products of one party from those of
another and may therefore be heavily influenced by the appear-
ance, style, and public relations skills of the contestants. His
capacity to make wise decisions will also be interfered with by
illusion.

Behavior under illusion is not necessarily irrational. The indi-
vidual who behaves irrationally makes inconsistent choices; he
does not behave in such a way that an external observer can
make predictions, even should his utility function remain

8(New York: Harper & Row, 1957.)
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unchanged. By contrast, the individual who behaves in the
presence of an illusion will act consistently; given the same
choice situation on two separate occasions he will tend to make
the same decision, provided that ‘‘learning from experience’ does
not dispel the illusion and provided that his utility function does
not shift in the interim. Conceptually, the external observer can
make predictions here if he knows the effects of illusion on
choice behavior. This amounts to saying that ‘‘theorizing™ about
individual behavior under illusion is possible, whereas ‘‘theoriz-
ing” about individual behavior that is genuinely irrational is not
possible.?

The question of rationality is an intriguing one but is not
central to a discussion of the market approach. Analysts who wish
to proceed deductively can scarcely avoid making an assumption
of rationality but political scientists, less committed to the deduc-
tive approach can sidestep the issue. They can observe that, as a
practical matter, political markets have been functioning fairly
well for a long time which means that certain minimums of
collective rationality must have been satisfied. !0

The second question to be discussed, as noted earlier, has to do
with the relationship of individual choice to collective decision-
making. The operation of the American political system involves
the making of countless individual choices. When the individual
makes a personal choice he is often participating in community
choice as well. How does this process work? How are individual
decisions translated into collective decisions?

Economists have been interested in the same question as it
applies to economic markets. They have been able to use the
individual calculus to explain the workings of many elements in
the economic system.!! Others use the individual calculus to ex-

°James Buchanan, Public Finance in Democratic Process (Chapel Hill:
University of North Carolina Press, 1967), p. 127.

10*To be sure, many individual voters act in odd ways indeed; yet in the large
the electorate behaves about as rationally and responsibly as we should expect,
given the clarity of the alternatives presented to it and the character of the
information available to it.” V. O. Key, Jr., The Responsible Electorate:
Rationality in Presidential Voting 1936-1940 (Cambridge: Harvard University
Press, 1966), p. 7.

"'"The economics of collective choice as it relates to social goods is discussed in
Howard Bowen's Toward Social Economy (New York: Holt, Rinehart and
Winston, 1948).
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plain significant elements of social behavior.!? James Buchanan
and Gordon Tullock have sought to make systematic use of the
individual calculus in the analysis of politics.!3

The means by which private choices are combined to produce
collective political outcomes has not been adequately analyzed.
What kind of cost/benefit calculations do individuals make? How
do calculations of private benefits and costs relate to calculations
about public benefits and costs?!4 How does the individual cope
with the realization that what he wants in a political market may
be quite different from what he gets? He rarely confronts a
situation in which there is complete correspondence between his
own preferences and the outcome of the collective process.!S
When a voter makes a decision to support a given program, how
much thought does he give to the probable costs associated with
that program if it is approved?

Much remains to be learned about individual choice and the
way in which political markets convert such choices into collective
decisions. One of the most intriguing features of the process is the
capacity of the market to generate collective decisions that are
accepted as legitimate. The market process does not reconcile
conflicting wants in the sense that everyone emerges favoring the

!2See, for example, John W. Thibaut and Harold H. Kelley, The Social
Psychology of Groups (New York: Wiley, 1959); and Peter M. Blau, Exchange
and Power in Social Life (New York: Wiley, 1964).

13Can the pursuit of individual seclf-interest be turned to good account in
politics as well as in economics? We have tried to outline the sort of calculus that
the individual must undergo when he considers this question. We have discussed
the formation of organizational rules that might result from such a rational
calculus. In our more rigorous analytical models we have adopted the extreme
assumption that each participant in the political process tries, single-mindedly, to
further his own interest, at the expense of others if this is necessary. We were
able to show that, even under such an extreme bchavioral assumption, something
closely akin to constitutional democracy as we know it would tend to emerge
from rational individual calculus. We believe that this in itself is an important
proof that should assist in the construction of a genuine theory cf constitutional
democracy.” The Calculus of Consent: Logical Foundations of Constitutional
Democracy (Ann Arbor: University of Michigan Press, 1962), pp. 304-305.

14See the excellent article by James S. Coleman, “Foundations for a Theory
of Collective Decisions,” The American Journal of Sociology. LXXI, No. 6
(May, 1966).

!5See James Buchanan's Fiscal Theory and Political Economy (Chapel Hill:
University of North Carolina Press, 1960), Chapter IV.
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same policies. Instead it produces decisions that are accepted as
legitimate because of the way that they are made. In 1968 almost
as many voters supported Hubert Humphrey as Richard Nixon.
Sixty-nine million votes were cast and Nixon's margin was only
slightly over 300,000. Yet there was never any doubt that the
massive minority who voted for Humphrey would accept the
outcome. In the 1960 election when Richard Nixon lost by an
even smaller margin no disgruntled mobs took to the streets.

To say that the decisions that emerge from this process are
widely accepted is not to say that they are the best possible
decisions. Individuals do not have the same wants and they do
not have the same priorities among their wants. No mechanism
can guarantee that collective decision-making will produce opti-
mal outcomes. The market process transmutes individual deci-
sions into collective decisions but there is no guarantee that those
decisions will always be wise or fair. The market process will not
always respond to the full range of needs in the society and it

may well produce outcomes that are more to the advantage of one
group than another.

Markets and Marketing

Major parties, minor parties, and interest organizations all seek
to market their products. The history of these organizations can
be analyzed in terms of their success in producing and marketing
products that are attractive to consumers. By the same token, the
history of particular products can be analyzed in terms of their
reception in the market. Each product has something akin to a
life cycle. If the product is an individual, he may come on the
scene as an interesting and exciting new face—a young Harold
Stassen or “Soapy” Williams riding out of the west. After time,
and a few campaigns, his is no longer a new face, and his
marketability may drop sharply. Even popular generals and na-
tional heroes can become tiresome after a while.

Issues may be regarded as political products and they, too,
have life cycles which may vary greatly. A concern with news
management or with vicuna coats in high places may last four
months. A concern with “Communists in government” may last four
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years and a concern with slavery last four decades. There is
perpetual change among issues in the marketplace. New ones
continue to arise, with better or worse prospects for longevity, and
old ones fade and die. A cluster of socioeconomic issues emerged
during the Progressive Era, reached maturity during the New
Deal period, hung on with declining importance through the
1940s, and faded rapidly after that. Soviet-American relations
have been an issue since the end of World War II although the
nature of the issue is changing. In one sense, the role of the Negro
in American life has been an issue for 150 years. In another
sense, however, a cluster of new issues pertaining to the Negro
and American life have arisen since the early 1950s.

Parties and interest groups offer their products in the political
markets of the nation. Some of these markets are defined by a set
of geographical boundaries—ward, precinct, school district, na-
tion, legislative district, congressional district, and state. Other
markets cut across geographical boundaries-the young, the elder-
ly, the Jewish community, the Negroes, the poor, the business
community, and the like. All of these markets have certain
features in common and each of them has special characteristics.

Each of these markets exists in an environment that includes a
variety of other markets, and each market will be related to the
others to some extent. They may be linked vertically. For exam-
ple, events in a state market will be heavily influenced by events
in the cities of that state. What happens in a city will be influ-
enced by what happens in individual wards and precincts. Mar-
kets may also be linked horizontally; what happens in the eastern
part of the state may be greatly influenced by what happens in
the western part.

Unless a market is unusually isolated, events in it cannot be
fully understood without reference to what is happening in the
markets with which it is linked. If a presidential campaign is
under way, for example, thousands of smaller markets are affect-
ed. Outputs from the national market serve as inputs into the
smaller markets. During off-year elections, on the other hand, the
input from the national market into a legislative district may be
slight, while the input from the state-wide market, in which a
gubernatorial race is taking place, may be great. The flow of
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inputs and outputs among markets can be quite complex. Marke!
A may influence market B, which influences C, which influences
D. Yet A’s influence may be only one of a number of influences
that act on D. As the analytic tools of political science improve, i
may be possible to trace these flows with some accuracy and tc
acquire an improved understanding of the political system ir
consequence.

Marketing and Political Strategy

Marketing involves the advertising, distribution, and sale o
political products. It provides a link by which producers anc
consumers are joined. The importance of effective marketing to :
political party is obvious but what effective marketing dictates a
any given moment is less so. Marketing involves considerations o
strategy. Indeed it might be helpful for party leaders to think o
parties as engaged in a game of strategy. The ingredients for sucl
a game are all present:

e several participants

o sharing a mixture of common and conflicting interests

e competing in an environment having certain characteris
tics

* behavior governed by certain rules of the game

o with the actions of each party having an influence upo
the behavior of the other.

Considerations of strategic interaction ought to influence man'
decisions relating to marketing. Should effort be directed towar:
creating a favorable image of the party itself or toward selling :
particular program or candidate? Should attention be concentrat
ed on trying to attract the undecided or on holding the followin
that the party already has? Should party leaders seek to maximiz
gains for their party or to do maximum harm to the oppositio
party? How aggressive and ruthless should a party be? Is cut
throat activity counterproductive in a stable market? Under wha
circumstances, if any, would it pay off? Since parties have com
mon interests as well as conflicting interests, what types of collab
oration between the two parties should be fostered? Under wha
circumstances should a party concentrate on building a basis fo
long-term electoral superiority rather than pursue a strateg
aimed at immediate victory? Or, stating the question anothe
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way, how is the strategy for a single-play game related to the
strategy for a repeated-play game?

An important aspect of political strategy is alliance-making.
With what elements in a party or in society as a whole should a
political leader seek to form an alliance?!® If his strength is
increased by the strength of his allies, why does he not pursue a
policy of wholesale alliance? The answer is, of course, that the
formation of an alliance is costly. A political group might offer its
support—in return for an agreement to do or not to do certain
things. The price to be paid for this support may rule out a broad
system of alliances. That is, A’s agreement with B may rule out
an agreement with C. B and C may not be able to work together,
or actor A may have made a concession to B that is unacceptable
to C. When A calculates the cost of his alliance with B, he must
include in his calculations the loss of the support of C.

The leaders of each party will have to give some thought to the
organizations that the party wants to work through and with.
Many of the individual consumers that a party will want to
influence can be most easily reached through the organizations
with which they are associated—church, business organizations,
civic associations, clubs. If individuals are thought of as ultimate
consumers of a party’s products, a two-stage distribution process is
necessary, with the products going first to an organization and
then to the organization’s membership. In practice, however, it
may be more helpful to think of the organization itself as a
consumer. Marketing efforts are then aimed at an organization
and its leadership, and what happens after that is not the direct
concern of the party. Some candidates even carry this approach
so far that they will strenuously seek to get the endorsement of an
organization with little concern for the extent to which the endorse-
ment either represents organization policy or will actually influ-
ence the voting behavior of rank-and-file members.

Party leaders may also wish to consider what use they can
make of other instruments that lie at hand such as one or both
houses of Congress, committees in the Congress, executive agen-
cies, the judicial branch, or the state governments. Political use is
frequently made of the institutions of government or the processes

'6It is illuminating to examine both the internal and external affairs of parties
in connection with the theory of alliances and coalitions. See William Riker, The
Theory of Political Coalition (New Haven: Yale University Press, 1962).
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of government. A president who directs the attorney general to
proceed vigorously on civil rights matters is probably not unaware
that this course may influence Negro voters at the next election. A
president who has the opportunity to appoint several men to the
Supreme Court will probably not be unaware that he can make
appointments that will help change the image of the court, its
policies, and its impact upon political attitudes in the country.
Party leaders are usually conscious of the political impact that
policy stands are likely to have.!” They will need to consider not
merely the impact of a particular stand but the impact of alterna-
tive policy mixes.

Party managers will want to adapt their strategy to the distribu-
tion of political attitudes in the marketplace. If the distribution is
a normal one, neither party should move far from that part of the
ideological spectrum where the greatest potential for political
support is to be found. For example, if a conservative faction
should gain control of a political party, party A, and move it well
to the right along the Left/Right continuum, that party is likely to
suffer at the polls. This situation is depicted in the figure below.

Ideological Position
Assumed by
Party A

Number of
Consumers

Left Ideological Preferences Right
of Consumers

'7**Upon this reasoning rests the fundamental hypothesis of our model: parties
formulate policies in order to win elections, rather than win elections in order to
formulate policies.” Anthony Downs, An Economic Theory of Democracy (New
York: Harper & Row, 1957), p. 28.
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In terms of pure strategy, the correct course for party B would
be to assume a position slightly to the left of party A. This would
allow party B to dominate those segments of the political spec-
trum in which the greatest distribution of voters are to be found.
In practice, of course, party B might not find this an easy strategy
to follow. The more ardent liberal leaders in party B might well
feel betrayed by the thought of B’s taking a stand to the right of
center and might argue that this would not give voters a real
choice.

It is a commonplace that American political parties are seldom
ideological. The explanation is not hard to find: It rarely pays to
be ideological. Whether it will pay or not depends on the nature
of the market at the moment. In 1932 and 1936, during a period
of great change and adjustment, it paid the Democratic party to
dramatize the new and distinctive elements in its ideology and
program. During the period of domestic calm prior to the 1964
election, however, it did not pay Senator Goldwater to campaign
on the basis of a restricted and sectarian appeal. At that time the
two parties were operating on the basis of divergent estimates of
the ideological preferences of consumers. The Democrats assumed
a normal distribution of preferences, such as that indicated by the
curve above. Senator Goldwater, on the other hand, apparently
assumed a distribution of consumer preferences producing a curve
skewed well to the right, as in the figure below. The election
results showed that Senator Goldwater’s perceptions were wide of
the mark. If a party is to take full advantage of its strategic
opportunities, it will need to be ideologically adaptable. If it
becomes locked into a doctrinaire position it will be penalized at
the polls.

Ideological and programmatic adaptation may take years or
even decades. In 1952, after defeating Senator Robert A. Taft for
the Republican presidential nomination, Dwight D. Eisenhower
campaigned as a carrier of the ideas of a “New Republicanism.”
His victories in 1952 and 1956 did not mean that the Republican
party had changed once and for all, however, as evidenced by the
candidacy of Barry Goldwater in 1964. On the other hand,
adaptation to the emergence of a new political technique may be
much more rapid. During the campaign of 1956 Democratic party
spokesmen complained that the use by the Republicans of public
relations firms and “Madison Avenue techniques” was endanger-
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ing the vital relationship between candidate and voter. By 1960,
however, the Democratic party was making use of those tech-
niques itself and its spokesmen no longer agonized about their
long-run implications.

If political party A is enjoying a competitive advantage because
of a product it is offering or a technique it is using, this fact is not
likely to be lost on party B. In an effort to share those high
returns, party B is likely to market a product quite similar to that
offered by A. There are no patent laws governing political prod-
ucts, so B is free to copy A if it is able to do so. As a practical
matter, of course, the product that B offers will not be wholly
identical to that offered by A but will be presented as a new and
improved version of A’s program or policy. If the product offered
by party A were in great demand and if only party A could
satisfy that demand, A’s competitive position would be very
strong. It would be able to reap the political equivalent of monop-
oly profits.

Number of
Consumers

Left Ideological Preferences Right

of Consumers

The major political parties are fairly responsive to changing
market conditions but the analyst should be aware of the obsta-
cles in the way of such responsiveness. They appear to take two
forms. First, American parties have organizational characteristics
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which may impede response. They are large, decentralized, and
they suffer from inertia. The second type of impediment has to do
with the structure and characteristics of a given market. For
example, if the attachment of voters to a party is unusually
strong, the pressure on that party to adjust to changing demand is
reduced. It may be able to offer obsolescent products for quite
some time before substantial numbers of voters will begin to deny
it support. If the products of the major parties are heavily differ-
entiated, slight changes in the products produced by one may not
lead to adjustments by the other. Broad product differentiation
would mean that the two parties are perceiving the market in
different ways and are not trying to follow one another’s moves
closely. If both parties were agreed on the nature of market
demand, and were wrong, and if the obstacles to entry of a third
party were great, the party system might be a long time in
adjusting to market change.

Sometimes a party may respond segmentally to a changing
market situation. Party leaders in one area may become aware of
a problem and develop a way of responding to it long before the
national party has taken cognizance of the problem. In a decen-
tralized party system, such as is found in the United States, a
local party might even disavow the national party in order to
achieve local advantage. If local leaders believe that they can
compete more effectively in the local market by disavowing or
modifying the products of the national organization, they are free
to do so. In this respect, local leaders or candidates are like
wholesalers or distributors. They can give a discount to favored
customers or cut the price on the products that they are marketing
locally. This flexibility sometimes makes it possible for a candi-
date and local consumers to continue to give adherence to a party
whose national positions they cannot accept. They simply ignore
those positions. This is one of the reasons why the Democratic
party in New York City can be so different from the Democratic
party in, say, California or Mississippi.

Party strategy should take into account the size of a market.
In the national market the marketing process is depersonalized.
For the most part, producers and consumers do not meet face-to-
face but via the mass media. A smaller market allows for a higher
degree of personalization of politics. The candidate for town
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mayor or county commissioner can utilize a more intin
campaigning than can a presidential or even a g
candidate.

Party strategy should also be adapted to the str
market. A market that is highly organized would
differently from one that is only slightly organized. A s
that has a strong two-party system should be treatec
from one that has a weak two-party system or a on
tem.

After the outlines of the broad strategy have be
upon, scores of subordinate decisions must be made.
party’s products be packaged and distributed most
Which promotional techniques or channels are likely
effective in a given market? Should new channels be
How great a marketing effort should be undertake
should that effort be scheduled?

The amount of a particular political product that i
within a given period of time is often closely rel:
strenuousness with which the product is marketed. €
being equal, the greater the marketing effort the lar;
ume of sales. If the relationship between marketing

sales were constant, the result could be depicted b
line, AA,

A

Consumption

Marketing Effort
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“or most products, however, the relationship would not be linear.
At some point, the yield from a given increment of additional
sffort would begin to fall. The relationship might be depicted by a
:urve, such as BB, or CC, or DD;.

G

B D

Marketing Effort

The precise character of the curve would vary from product to
product since the consumer responses themselves vary.

If the consumption curves for individual products could be
aggregated one would have a curve indicating the level of con-
sumption in the market that would result from a given level of
marketing effort. (To be sure, the shape and location of the curve
would change as market conditions changed.) Such a curve might
be useful in studying some of the problems associated with politi-
cal apathy. The analyst would be able to estimate the level of

marketing effort needed to call forth a given level of consumption
at a given time.

State and Municipal Markets

The problems faced by a state political organization may be
very different from those faced by a national organization. If the
State organization has the freedom to respond independently to
those problems it is likely to do so. This means that developments
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in a particular market may be thoroughly out of step with de-
velopments on the national scene or in other markets. It is not
unusual to find issues continuing to be fought in one market that
have long since ceased to be controversial in other markets. For
example, in most states the teaching of evolutionary doctrine
ceased to be a point at issue several generations ago. Not until
1967, however, did Tennessee finally do away with its law prohib-
iting the teaching of evolution—the same law that precipitated
the Scopes trial in 1925.

Competition may be more active in a state market than in 2
national one but, more often, is less so. The same holds true for
other markets, such as congressional districts and state legislative
districts. Historically there has been a low level of party alterna-
tion in a great many states, not just those in the South.18 In
those markets in which there is a high degree of party regularity,
consumers buy the products of one party almost automatically
and it is difficult for an opposition party to make headway. It may
take a dramatic issue, event, or candidate to shake this behavior
pattern.

In one market, interparty competition may be genuine and
active, in another, little more than a formality. The disadvantaged
party may, indeed, concede the market for all practical purposes,
choosing not to allocate energies or resources to such an unlikely
prc).spect‘ The absence of interparty competition does not neces-
sarily imply the absence of all competition in a market, for there
may be intraparty competition. Bifactional or multifactional com-

petition may not serve the same political function as interparty
competition, however.

The legend prevails that within the Democratic Party in the
southern states factional groups are the equivalent of political
parties elsewhere. In fact, the Democratic Party in most states of
the south is merely a holding company for a congeries of
transient, squabbling factions, most of which fail by far to meet

'8See Joseph A. Schlesinger, “A Two-dimensional Scheme for Classifying
States According to Degree of Inter-party Competition,” The American Political
Science Review, vol. 49, pp. 1120-1129, December, 1955. This article looks at
gubernatorial elections from 1870 to 1950 and finds a low rate of party
alternation in nearly all states. More than half the states gave the governorship to
one party in 70 percent or more of the elections.
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the standards of permanence, cohesiveness, and responsibility
that characterize the political party.!19

There may be three, four, five, or even a half-dozen candidates
seeking an office in a southern state, each bargaining with the
others, each building and utilizing a temporary organization little
related to previous organizations. In circumstances of this kind,
“friends-and-neighbors voting” (that is, voting for the candidate
from your part of the state) is often extremely important. The
candidate is selling little more than his local or regional popular-
ity. Consumers are not offered distinct political programs or ten-
dencies and the result is a politics that is close to issue-free. More
precisely, it is a politics of factionalism that is likely to mute all
issues other than those revolving around personality and regional
friction within the state.

The ability of the voters to punish the “ins” by withdrawing
their support in favor of another party is central to the functioning
of a two-party system. In a one-party market characterized by
factionalism and the politics of personality, this option is not open
to the voters. In most southern states, for example, one cannot
punish the Democrats and reward the Republicans because there
is no alternative to the Democratic party. All that voters can do to
show their disapproval is to reject this individual or that passing
coalition. This pattern is changing in some states, to be sure, and
an observer can watch a one-party market being transformed into
a two-party market.

The workings of traditional politics in a big city are easily
analyzed in terms of the processes of exchange. An Italian may
be included on the party slate to attract the Italian vote and a
Pole to attract the Polish vote. A city machine may undertake to
meet certain of the voters’ needs in return for the support of those
voters on election day. It would meet these needs by means of
street paving, contracts, building permits, concessions, nonen-
forcement of ordinanccs, jobs, food, shelter, and so on. William L.
Riordon’s volume, Plunkitt of Tammany Hall, describes the pro-
cess in some detail.

What tells in holdin' your grip on your district is to go right
down among the poor families and help them in the different

19V. O. Key, Southern Politics (New York: Knopf, 1949), p. 16.
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ways they need help. I’ve got a regular system for this. If there's
a fire in Ninth, Tenth, or Eleventh Avenue, for example, any
hour of the day or night, I'm usually there with some of my
election district captains as soon as the fire engines. If a family is
burned out I don’t ask whether they are Republicans or Dem-
ocrats, and I don’t refer them to the Charity Organization
Society, which would investigate their case in a month or two
and decide they were worthy of help about the time they are
dead from starvation. I just get quarters for them, buy clothes
for them if their clothes were burned up, and fix them up till
they get things runnin’ again. It’s philanthropy, but its politics,
too—mighty good politics. Who can tell how many votes one of
these fires brings me? The poor are the most grateful people in
the world, and, let me tell you, they have more friends in their
neighborhoods than the rich have in theirs.2°

Riordon includes a more concrete account.

2 AM.: Aroused from sleep by the ringing of his doorbell;
went to the door and found a bartender, who asked him to go to
the police station and bail out a saloon-keeper who had been
arrested for violating the excise law. Furnished bail and returned
to bed at three o’clock. . . .

8:30 AM.:  Went to the police court to look after his constitu-
ents. Found six “drunks.” Secured the discharge of four by a
tmely word with the judge, and paid the fines of two.

9 AM.: Appeared in the Municipal District Court. Directed
one of his district captains to act as counsel for a widow against
whom dispossess proceedings had been instituted and obtained an
extension of time. Paid the rent of a poor family about to be
dispossessed and gave them a dollar for food.

IT AM.: At home again. Found four men waiting for him.
One had been discharged by the Metropolitan Railway Company
for neglect of duty, and wanted the district leader to fix things.
Another wanted a job on the road. The third sought a place on
th.e Subway and the fourth, a plumber, was looking for work
with the Consolidated Gas Company. The district leader spent

nearly three hours fixing things for the four men, and succeeded
in each case.21

2‘JWill.ia.m L. Riordon, Plunkitt of Tammany Hall (New York: Knopf,
1948, originally published in 1905), pp. 36-37.
2!Riordan, pp. 123-124.
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The account continues until Plunkitt dropped into bed at mid-
night.

As long as a city machine controlled City Hall, no other
organization could compete with it in its capacity to render ser-
vices, do favors, and coerce enemies. The organization provided
services all year long and on election day the debts were paid and
the organization received a new lease on City Hall and the city
itself. This enabled the organization to continue doing favors and
bestowing largesse and to strengthen its hold on the city. Effective
city machines proved long-lived. The precinct captain had things
his way in the precinct; the ward leader controlled the ward; and
the machine as a whole dominated the city. Typically, the opposi-
tion party was almost a negligible factor. There were many buyers
and only one seller, and the organization did not hesitate to
extract the monopoly profits resulting from its position.

The decline of machine politics in the big cities can be under-
stood in terms of changing conditions in the marketplace. The
monopoly position that the urban machine had enjoyed began to
break down. Individuals needing jobs could turn to governmental
employment services and no longer needed to rely on the precinct
captain and the ward leader. State and local welfare organizations
began to assume functions that had previously been left to the
machine. As reform groups or an opposition party gained a
foothold, the machine ceased to be the only means of access to
the political process. With the increasing sophistication of immi-
grant groups there was an increasing reluctance to pay the price
asked by the organization and an inclination to find, or to de-
velop, alternative options.

Nonpartisan elections are fairly common in cities and it may
appear, at first glance, that they set aside the normal processes of
the political marketplace. In a nonpartisan election a candidate
does not have the support of a continuing organization called a
party, but he may succeed in putting together something that may
serve as a temporary party. This “party” would function for a
single campaign and would have little or no connection with
established parties in the state. The basic market process never-
theless remains. The candidate is engaged in trying to sell prod-
ucts to consumers in a political market in return for their sup-
port. Nonpartisan elections do not make politics unnecessary, they
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simply alter the forms that political competition takes. The basic
market process is not significantly altered.

In the preceding chapter the point was made that an analyst
should be extremely wary about assuming a complete identity of
interests between the leaders of an organization and rank-and-file
members. The point is not a novel one and students of the
modern corporation long ago became aware that the separation of
ownership and management opened up the possibility that man-
agers might have objectives different from, and sometimes in
conflict with, those of the stockholders in a corporation. In the
same way, the interests of the leader of a party may not coincide
fully with the interests of rank-and-file party supporters. It re-
quires little familiarity with political organizations or with the
history of political parties to become aware that conflicts readily
arise between the interests of a leader, on the one hand, and the
party, on the other hand. A party leader might choose not tO
compete vigorously lest this competition jeopardize his organiza-
tional control. He might choose to sidetrack an issue rather than
embrace it, lest the new issue attract new men to the organization
who might challenge his control or his ideas. There are more than
a few cases on record in which political leaders have sabotaged
their party’s candidate for an important office because the candi-
date belonged to an opposing faction. A party leader might well
prefer a modest success to engaging in pitched battles that could
end in catastrophe quite as easily as in a great victory. political
rhetoric notwithstanding, not all party leaders are adventurous.
Sometimes, of course, the explanation for this may lie in nothing
more complex than the leader’s concern about the physical and
emotional demands that aggressive leadership makes. The indi-
vidual who commits himself to active, competitive leadership may

find thgt he has fewcr friends, more problems, and less time for
his family, gardening, and poker.



Chapter Five
Market Analysis, Product
Design, and Innovation

Market Analysis

Political markets can be subjected to systematic analysis just as
economic markets can and the techniques used in the two cases
have much in common. In economics, market analysis is well-
established but in politics it is quite new. The use of the public
relations expert in politics is a post-World War II phenomenon
and the first serious analysis of this activity did not appear until
1956.1 The delay is to be explained largely in terms of the failure
of politicians and political scientists to perceive the market aspects
of politics. Because there was no body of theory explaining the
role of markets and justifying market research, that activity
lacked legitimacy and failed to attract attention. The need for this
type of research finally became so pressing, however, that special-
ists began to concern themselves with it despite its lack of theoret-
ical justification.

If the political system is to be adaptive, producers of political
products must be made aware of changes in the condition of the
market and in the responses of consumers to products being

!Stanley Kelley, Jr., Professional Public Relations and Political Power (Balti-
more: Johns Hopkins Press, 1956).
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offered. By identifying emergent wants and needs, market research
facilitates the adjustment of supply and demand and con-
tributes to system adaptation. It can also contribute to ll.1e suc-
cess, or lack of it, of an individual party or interest orgamzaﬂon.
At present many of the decisions made by leaders of political
organizations, even decisions of considerable moment, are based
on a weak analytic foundation. It is not that these decisions ?II'C
made casually or without thought but, rather, that little attention
Is given to gathering the kinds of information that are needed or
o making the kinds of analysis that decisions should be based
upon.

A marketing analyst must understand the market he is de?lipg
with. He must locate that market and identify the characteristics
of the consumers in it. He must try to find out why some persons
are consuming his products and others are not and what needs ?0
be done to convert potential buyers into actual buyers. He will
want to know such things as: How closely are products inspected
In the market? s there much “comparison shopping”? What are
the characteristics and appeals of competing products? What dis-
tribution channels have been proving effective? How should a
NeW product be presented so as to maximize the prospects of
consumer acceptance? How does a product acquire the status of a
“brand name’?

A market analyst will want to have information upon which he
can base short-term and long-term projections concerning the
sales of hjs products. Is a given market expanding or shrinking?
Are there significant numbers of consumers who will not buy his
Products now but who might be persuaded to buy them in another
Fhree or four years? Are the characteristics of the market chang-
Ing signiﬁcantly? How should his party’s products be differenti-
ated from those of other parties? He will want to have new
markets and opportunities for new products called to his atten-
uon. He will be interested in estimating the elasticity of demand
for particular products, that is, the magnitude of the change in
demand to pe anticipated in response to a given change in a
Product. Should a liberal candidate seek to be more liberal or less
so? If a Conservative candidate were more conservative would he
lose support or pick up additional support? How much more? At

what point would the principle of diminishing returns begin to
work?
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If party managers are trying to plan a campaign in a large
market they will need to be aware of the fact that they will
probably not be dealing with a single homogeneous market but
with a variety of interlocking markets, each of which will have its
own special characteristics.2 In California, for example, one-half
of the voters were not residents in the state ten years ago. Califor-
nia voters may therefore have a weaker sense of tradition and
party loyalty than voters in other states. In every market there
will be a distribution of symbol and issue sensitivities. Consumers
will respond in various ways to such symbols as freedom, commu-
nism, democracy, Southerners, Catholics, Negroes, Jews, and so
on. These sensitivities, and the ideological positions associated
with them, represent a complex of opportunities and constraints
for a political leader. He will seek to associate his organization
and his candidates with attractive symbols—peace, progress, ra-
cial justice, anticommunism, or whatever. By the same token, he
may try to link the opposing party with unattractive symbols—
reaction, extremism, intolerance, injustice, war, and social indif-
ference. By and large a political leader must operate within the
context of the political culture that exists at a given time. He may
be able to influence that culture to some extent but only, as a
rule, in marginal ways.

Market research is a tool and, like most tools, it can be used
for purposes that are good or bad. It can increase the respon-
siveness of the political and governmental apparatus to the de-
mands of the marketplace but it can also be used by a political
leader for manipulative purposes. A political leader who achieves
a keen understanding of the way in which consumers act in
various markets may be in a position to manipulate them to some
extent. This provides another example of ways in which the needs
of the system and the aims of individuals and organizations in
that system may operate at cross purposes. There are some rules
of the game that militate against extreme misrepresentation but
there is not really a code of ethics that governs organized political
behavior and there is no political equivalent of the Federal Trade

20One of the most interesting and imaginative studies of a political market is to
be found in Candidates, Issues and Strategies: A Computer Simulation of the
1960 Presidential Election, Ithiel de Sola Pool, Robert Abelson, Samuel P.
Popkin (Cambridge: M.L.T. Press, 1964).
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Commission to enforce standards in political advertising. It is not
yet possible to estimate the seriousness of this problem but the
trend toward increased use of market research and political public
relations is not likely to be reversed. If the problem should
become truly serious the rules of the game may have to be

formalized and extended to cover political activity in the market-
place.

Product Design

The leadership of a political party must normally produce 2
variety of political products—programs, individual leaders and
candidates, services, stands on special issues, and an ideology-
The ideology-generating process is probably less fully understood
than any of the others. A party ideology normally performs 2
number of functions. It may or may not provide guidance for the
party leaders but it certainly provides them with an instrument
they can use to justify decisions and actions after the fact. It
offers a simplified and attractive interpretation of party origins,
the h.iston'cal role of the party, and past and present stands. It
exl')!a.ms away party errors and illuminates the errors and vulner-
ablh§es of the opposition party. It performs a valuable public
relations function by orienting individuals in the marketplace SO
that they will have the same frame of reference as the party

leaders, will respond to the symbols wielded by the party leaders,
and so on.

Under these conditions (of uncertainty), many a voter finds
Part}f ideologies useful because they remove the necessity of his
relating every issue to his own philosophy. Ideologies help him
focus attention on the difference between parties; therefore they
can be used as samples of differentiating stands. With this short

cut a voter can save himself the cost of being informed upon 2
wider range of issue.3

Iq a world beclouded by uncertainty, ideologies are useful t0
parties as well as to voters. Each party realizes that some citizens
vote by means of ideologies rather than policies; hence it fash-

Anthony Downs, An Economic Theory o De r
3 h , . Harper
g o 58, ry of mocracy (New York:
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ions an ideology which it believes will attract the greatest
number of votes.4

As a major party approaches an election, its leaders know that
few voters will support the stand of the party on all issues. Their
task is to please more voters to a greater extent than can the
competing party. One aspect of this task involves determining
which clusters of consumers merit particular attention. Once these
clusters have been identified, special products may be designed
for them. A party, therefore, does not offer a single product but a
line of products. It has different products for different markets
and different segments of the same market. For labor there will
be a labor stand, for farmers a stand on farm income, for Negroes
a stand on voting rights, schools, housing and hiring practices.

The policy stands that are incorporated in an ideology may be
of doubtful consistency and the party leadership may sometimes
wish that the message addressed to one group could not be heard
by any of the others. If this could be arranged, the party could
tailor its products to the demands of each market without concern
for the overall situation.5 This would be roughly equivalent to
an economic market in which identical products are offered to
different groups of consumers at different prices. As a practical
matter, the high level of communication among political markets
and the prominent role of the mass media makes the use of a
“two-price” policy very risky. To an increasing extent what is said
in one market is heard in other markets.

If a political party functioned in a purely rational way its
members would design an ideology and a program incorporating
that mix of elements most likely to be attractive to substantial
blocs of consumers in the markets in which the party is compet-
ing. By the same token, elements in a party ideology ought to be
modified at about the same tempo that the basic outlook of the
electorate undergoes change. In fact, however, decisions on party
ideology and party program do not result exclusively from ration-
al calculation, although such calculation often plays a role. With
the best will in the world, party leaders are apt to differ in their
estimates of the way that party interests can be advanced. Propos-

4Downs, p. 100.
5See Downs, Chapter 8, *'The Statics and Dynamics of Party Ideologies.™
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als for the use of party energies and resources will reflect varying
sets of priorities, divergent ideas on strategy, and divergent al-
liance policies. One segment of the party leadership may believe
that the party ought to invest its time, energies, resources, and
prestige in supporting candidate X and the program that he
favors. Another may believe that an alternative plan is wiser.

The response or lack of response of a political party to change
in its environment will be deeply influenced by its internal work-
ings. The study of innovation by political parties, when it begins
to be undertaken, will have to give close attention not merely to
the external environment in which a party finds itself but to its
internal environment as well. Party programs and ideologies may
be as much the product of bureaucratic organization and internal
rigidities as of rational calculation. National political parties are
large, complex, decentralized organizations. They are not as bu-
reaucratic as large commercial or governmental organizations but
a trend toward bureaucratization seems clear, Managerial special-
ists of various kinds—professional organizers, publicists, opinion
analysts, fund raisers, and so on—are now to be found in party
bureaucracies. The political leaders of a party seek to work with
the technicians, with a wide variety of political leaders, with party
financiers, with legislators, and with various others. Party deci-
sions emerge from the interplay of these functional groups. There
is no certainty that the needs of the consumers in the market will
necessarily triumph in party councils. For one thing, consumers
are often not directly represented in these councils.

Nothing guarantees that the decisions that emerge from this
process will necessarily advance the long-run interests of the party
itself. For example, an ideology or a program may come to inspire
devotion and defenders of the faith may be able to beat down
ghanenges from those who would modify them. The program and
1deology that is congenial to the powers that be in a party may be
quite different from what is necessary to produce electoral victo-
ry. The products produced by a party may therefore satisfy the
Internal needs of a party at the expense of its external position. In
other words, it is possible for political parties to produce dysfunc-
tional decisions—they do it all the time.

Ideological and programmatic change usually does not come
about because a party as a whole decides that change would be
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timely. It comes about because those desiring change manage to
defeat those opposed to change in an intraparty contest of
strength. The nominating process is often a focal point for this
intraparty competition. At all political levels the nomination of
candidates is of critical importance because it registers the politi-
cal power of the competing factions and has an important bearing
on the policies that the party will pursue for a period of time. The
nominating process has the same significance for competition
within the party that the election process has for competition
between parties.

The prospects of a candidate for nomination will, as a rule, be
heavily influenced by estimates of the marketability of that candi-
date. If it appears that Mr. X will be an attractive candidate, he
will pick up support from the backers of other candidates precise-
ly because he looks like a winner. Conversely, if potential candi-
date Y looks like a “loser,” it will be hard for him to get the
nomination since men who respect him and admire him may
nevertheless give their support to X. If these men must choose
between having a winner or having a candidate who suits them
ideologically, they will often choose the winner.

This pattern is not invariable, of course. By virtue of strenuous
organizational and marketing efforts prior to the convention, the
supporters of Senator Barry Goldwater controlled the Republican
Convention in 1964. The delegates to this convention nominated
Senator Goldwater despite indications of his limited marketability
as a candidate. Given a choice between a true blue conservative
candidate or one with widespread appeal, they were prepared to
select the former. The issue did not present itself to Senator
Goldwater’s supporters in quite this way, however, since many of
them had persuaded themselves that Senator Goldwater was a
highly marketable candidate. Their ideological attachment to the
senator and what he stood for colored their judgment of political
realities.

Because of the way that decisions are made in political parties,
it is quite possible for contradictory elements to coexist in a party
program. One group of leaders may favor one element and anoth-
er a different and mutually contradictory element, and each group
may be sufficiently influential to incorporate its views in the party
program. The platform-making process usually provides a clear
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example of the importance of power considerations in party deci-
sion-making. Even then, however, rational calculation of party
advantage plays a role. The more closely a party's decision-
making can approximate the model of rational decision-making
over the long run, the more successful the party is likely to be.
With the passage of time, the capacity of political analysts to
calculate the probable benefits and costs of alternative products
and strategies will improve and a basis may then exist for extend-
ing the range of rational political decision-making.

Each product produced by a party will have a set of probable
benefits and probable costs associated with it. In determining
whether a particular new product should be introduced, political
managers will want to weigh costs and benefits as carefully as
they can. Some of these costs can be stated in dollar terms. The
marketing of a new product may require an increase in advertis-
ing, the development of new distribution channels, an increase in
personnel costs, and so on. Other costs may be associated with a
loss pf support. To gain the support of one element of the elector-
ate 1t may be necessary to make pledges that a second element
will not like. The loss of the second element’s support is one of
the costs involved in gaining the support of the first element. In
the S'ame way, political analysts must be conscious of the costs
associated with opportunities foregone. If the choice of policy X
rult?s out the choice of policy Y, then part of the cost of choosing
X is foregoing the possibility of choosing Y. A thorough analysis
of the costs of a particular product must include the probable
relu.rns to alternate products if they were to be chosen instead.

slnce a major political party does not offer a single product but
a llpe of products, the task of the party leadership is to design an
optimum product mix. To do this with a degree of precision would
require more sophisticated forms of cost/benefit analysis than are
yet available. The major obstacle, of course, lies in finding statisti-
cal. equivalents of the variables to be measured and in calculating
gains and costs with reasonable accuracy given the limitations of
human foresight.

The costs associated with a given policy or program will not
norma}ly be the same for both parties. For example, support of
new civil rights legislation would create problems for the Republi-
can party that would be quite different from those created for the
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Democratic party. Because the costs are different, and the benefits
as well, the two parties may not be equally eager to adopt a given
policy or program. The analyst will not be able to estimate the
benefits and costs of a particular policy to party A without mak-
ing some assumptions about the expected response to A’s initia-
tive from other actors, including the opposition party. If party B
cannot follow suit, for reasons of tradition or internal politics,
party A will enjoy unusual gains. By and large, the products that
the two major parties offer on the market have a lot in common.
Each party is trying to win the support of large numbers of
consumers in the same national market and this dictates party
policies that are not widely divergent from one another. There is,
to a degree at least, substitutability of products. Because of this
substitutability, the shape of the demand curve for the products of
one party will depend to some extent on the actions of the
competing party.

The products of party A will be partly substitutable for those of
party B but not wholly so. For reasons of “‘party identification,”
some consumers will have a continuing preference for the prod-
ucts of one party regardless of the merits of the situation. In
addition, each party takes care to see that its products are in some
way differentiated from those of the opposing party. Neither party
has a basis for appealing for consumer support if the products of
the two parties are indistinguishable. Because the products of
each party are differentiated from those of the other party a
monopoly element is always present. The monopoly element is
significantly modified, of course, by the fact of substitutability.
Only the Ford Motor Car Company can sell Fords, but that
company would be in trouble if it confused its monopoly of the
production of Fords with a monopoly of the production of motor
cars.

An equilibrating process is at work. Each party wants its prod-
ucts to be sufficiently distinctive as to be readily recognizable
and to provide a basis for invidious comparison. Yet each also
wants to direct its appeal to that part of the market where the
most votes are to be found. If the products of party B are wholly
unlike those of party A it is not likely to attract supporters away
from party A. A nice adjustment is required so that a party’s
products are distinctive but not so unusual as to encounter signifi-
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cant consumer resistance. As noted earlier, this means that each
party will tend to gravitate toward the center of the political
spectrum, assuming a normal distribution of political attitudes in
the marketplace.

The extent of the product differentiation between political par-
ties, and the significance of that differentiation, will vary greatly
over time. When the political situation is stable and no major
social changes are afoot, this differentiation may be trivial or even
spurious. Both parties will agree on the broad preferences of the
electorate and neither will stray far from them. Differences in
political programs will center around matters of styling and pack-
aging. Political competition will be restricted and perhaps superfi-
cial.

If a series of new and significant problems emerge, the two
parties are likely to recognize the problems and respond to them
at different rates of speed and in different ways. During a time of
social change, therefore, there is likely to be considerable differ-
ence in the kinds of products that the two parties offer. Product
Merenﬁadon may be associated with genuine choice and innova-
tion. During most of the 1930s the products offered by the Dem-
ocrats were significantly different from those offered by the Re-
Publicans, Reform and innovation were in demand at the time
and, for various reasons, the Republicans were not able to offer
Products to satisfy this demand. For a time, therefore, the Dem-
Ocratic party had a virtual monopoly of the desired political
Products—an enviable competitive situation. In times of change,
Fhe party that is able to innovate more easily is likely to gravitate
Into a position of issue leadership. Each of the major parties has
exercised such leadership at one time or another.

If the new problems persist over a period of time, however, 2
degree of agreement is likely to emerge between the two parties
on the way they should be approached. This appears to be a
natural outcome of the competitive process. The approach offered
by one party is likely to be more attractive than that offered by
the other. In order to strengthen its position in the market, the
party with the less attractive offerings is likely to modify its
Products so that they are more like the offerings of the other
party. The process is similar to the one that leads an automobile
company to follow suit when one of its competitors hits upon an
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unusually attractive new style or innovation. The dynamics of the
competitive process point in the direction of emulation whether
the market is economic or political.

Leadership and Innovation

Decision-making in the executive, legislative and judicial branches
of the government has received a good deal of systematic
attention but less attention has been given to decision-making in
political parties. If an observer wishes to focus on what a party
does it is appropriate to treat that party as a unit. The internal
reality of a party, however, is normally that of subgroups and
factions contending for leadership. These factions are likely to be
competing with one another with regard to such matters as strate-
gy, tactics, candidates, issues to exploit, or whatever. The leaders
of these factions compete with one another by trying to line up
support for their ideas within the organization. Putting it another
way, they try to sell their products (programs, candidates, and so
forth) within a special market comprised of members of the
party. Exchange processes are not only found in competition
between parties but in competition within parties.

How do leadership and innovation emerge in this complex and
competitive system? For purposes of analysis it is helpful to
distinguish two types of leadership, although the distinction is
often blurred in practice. One type of political leadership involves
the capacity to identify the demands of the marketplace and
respond to them. The other type of leadership consists of produc-
ing products that consumers have not yet learned to want and
persuading consumers to want them. The latter type of leader
may be thought of as a “political entrepreneur.” He is not content
to try to satisfy demand but wants to shape it. He is an innovator,
a risk-taker who offers something new—a new doctrine, a new
technique, a new perspective, a new alignment of political forces,
a different allocation of political or economic resources. He seeks
to get others to invest in his ideas. If he is correct in his judg-
ments, he may reap the special “profit” that is the reward for
entrepreneurship and risk-taking. This may carry him to the
presidency, as in the case of Thomas Jefferson, Andrew Jackson,
Theodore Roosevelt, Woodrow Wilson, or Franklin D. Roosevelt.
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If he is successful, those who invest their prestige and influence in
backing him are likely to be rewarded. If he is not successful
those who invested in him are likely to suffer heavy losses.

A political entrepreneur may be thought of as operating on the
basis of a profit motive. Profit will not be calculated in terms of
dollars and cents, however, but in terms of political advantage.
After all, individuals can profit in more ways than merely the
financial. This means that, other things being equal, the supply of
entrepreneurial leadership will be responsive to the opportunities
for political profit. When the opportunities for profit outweigh the
costs and the risks involved, the situation will be ripe for the
exercise of entrepreneurial leadership. When the marginal returns
on bold innovation are high, a large number of individuals may
come forward to offer such innovation. When the marginal returns
on that commodity are low, few leaders will specialize in bold-
ness. This produces a supply curve of innovative leadership that
may look like the figure below. It is important that the qualifica-
tion, “other things being equal,” not be overlooked. A situation
might be conducive to entrepreneurial risk-taking and yet no
entrepreneurs might come forward.

Supply

Profit — 5

Innovative Leadership
Offered

—_—

Innovation plays an important role in the American political
system and deserves careful study. It could be studied much as
the process of economic innovation has been studied but political
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scientists thus far have been slow to recognize it as a special type
of political activity and one that merits close attention. Technolo-
gical innovation is highly visible and its importance is likely to be
apparent to everyone. Social innovation is less often perceived as
innovation and its importance is often overlooked. It is a com-
monplace of the times to note that men’s lives are being revolu-
tionized by technological innovation, but few references are made
to the way in which social innovations have revolutionized, and
are revolutionizing, man’s life—medicare, old-age pensions, disa-
bility payments, collective bargaining, federal aid to education,
“think tanks,”” the United Nations, foreign aid programs, cultural
exchange, NATO, the bureau of the Budget, civil disobedience,
and on and on.

Innovation may take the form of a new definition of an old
problem or it may embrace the recognition of a new one. It may
include a suggestion for a new alliance or a proposal for a new
policy or program. It may involve the raising of an issue that has
been skirted, the invasion of a new market, the emergence of a
new kind of leader, or the development of a new technique, skill,
or institution.

Innovation can come from a variety of sources—a major politi-
cal party, a minor party, an interest organization, the governmen-
tal structure, or a strategically placed individual. It is an impor-
tant part of the task of many organizations to innovate. A politi-
cal party will normally be concerned with innovation and product
improvement. A government agency, charged with certain respon-
sibilities, may be in the market for new ideas and better ways of
doing things.

The thrust for innovation may be grounded in a variety of
different motives and may be associated with the advent of a new
organization, the assumption of new functions by an established
organization, or with the emergence of new leadership in an
organization. Innovation sometimes comes in waves, with one
example giving rise to a variety of others. Market research may
provide a spur to innovation if it uncovers new or strong de-
mands, changing conditions in the marketplace, or the obsoles-
cence of existing products. A product may be deemed obsolescent
when the need that it has satisfied disappears or when that need
can no longer be satisfied by that product. A common indication
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of product obsolescence is a decline in the number of consumers
prepared to buy it.

Political parties are under pressure to develop products that
will be attractive to consumers, and failure to innovate adequately
can be costly. Nevertheless, innovation is often difficult. The
conditions in the national market in the 1950s were very different
from those of the 1930s and a number of the products that the
Democratic party had marketed with notable success for two
decades had become obsolescent. Nevertheless, the Democratic
party continued to try to market New Deal-type products during
the campaigns of 1952 and 1956.

Individuals associated with an organization usually want it to
survive and prosper and hence are motivated to help it adapt. On
the other hand, an organization may become so weighted down
with experience of a certain kind and with vested interests that
innovation becomes difficult. If a political party has been success-
ful with a particular approach it may be difficult to get sufficient
agreement within the party to make a change. Change almost
always means risk and there will always be some to argue against
any action that might “rock the boat.” The failure of an ap-
proach, on the other hand, may precipitate innovation by making
evident the risks inherent in not innovating.

The time required for the process of innovation varies. A
Particular arrangement may be “sticky” and hard to change while
another may be quite fluid. Sometimes circumstances will facili-
tate the coming to power of the innovators and sometimes not.
The speed of the innovative process may also be influenced by
the extent to which the individuals concerned with innovation are
self-conscious and deliberate about what they are doing. Some-
tme those associated with an institution will act in such a way
that the institution adapts without anyone deliberately planning it.
I_nnovation is perhaps easiest when it is not perceived as innova-
uon at all as, for example, when the change is incremental and
gradual. The speed of change may also depend on how great the
potential gains from innovation appear to be and how certain they
are. A campaign technique used successfully by one party is likely
to be quickly copied by the other one. If two or three congression-
al cgndidates run successfully on a new issue, such as pollution,
that issue will soon figure in the campaigns of other candidates.
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Innovation is not invariably beneficial. A political party might
innovate itself right out of the market; that is, it might offer
innovative products that the market is not yet ready for. Or, it
might innovate in a field in which the market is approaching
saturation. In 1965 and 1966, for example, President Lyndon
Johnson offered more Great Society proposals than the market
could absorb during a short space of time.






Chapter Six
System Controls

Day after day and year after year the American political
system transmits information, registers wants, assesses competing
influences, and grinds out political decisions. The element of
command, although not absent from the system, is nevertheless of
relatively minor importance. A genuine command model is sel-
dom to be found save in an occasional smaller market such as a
boss-run city. The political system as a whole is decentralized and
relatively lacking in discipline. The president’s power to command
is limited. Except in restricted areas there is little capacity to
command residing in the Congress. Political parties are loose
structures and the power to command is seldom to be found
there. A governor will normally pay little attention to the national
leadership of his party, and the members of the state legislature
belonging to his party may pay as little attention to him. And so it
goes throughout the breadth of the political system.

If command does not hold the system together and keep it
functioning, what does? There must be a directing or coordinating
mechanism of some kind for otherwise the many moving parts
would not mesh. The answer is to be found in the web of
interlocking exchange processes that blankets American politics.
In the absence of the power to command, the processes of adjust-
ment and exchange occupy a central place in the system. Authori-
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ty, insofar as it exists at all, emerges from bargains agreed upon
by participants. The congressional leadership may agree to sup-
port several elements of the president’s program in return for an
informal pledge that he will not try to push legislation pertaining
to other parts of his program. A governor may agree to ask for
increased spending on highways provided that the state legislature
will agree to pass his bills relating to education and mental
health. The professional party worker exchanges his time and
energy for satisfactory pay and a way of life that is attractive to
him. The professional public relations man agrees to try to sell a
party and its products in return for generous pay. An individual
voter says, “I will vote for the party as long as it nominates
candidates that are attractive and does not take stands that I find
intolerable.”

If exchange takes the place of command in the American
political system, for the most part, what keeps the exchange
system working properly? When the question is put in this way
and the analyst searches the environment to find an answer, it

bf:COmes apparent that there are a number of regulatory mecha-
nisms.

® The Market Process as a Regulatory Mechanism

Political markets in the United States are linked together. Two
@arkets may be linked laterally by the flow of information,
mﬂuence, and decisions. They may be linked by a connection
Wlth‘ a third market, or they may be linked because both markets
are incorporated within the larger national market. The flows that
link political markets together are a part of the self-regulating
market mechanism. They are associated with the multitudinous
exchanges that take place within markets and between markets.

® Party Competition as a Regulatory Mechanism

The political party is a key institution in the American political
system. Parties provide channels of communication laterally be-
tween markets and vertically between actors in the smaller mar-
kets ?lnd those in the more inclusive markets. One of the central
fun.ctlons that parties perform is that of knitting together the
various markets. The major national parties reach across the
boundaries of individual markets and provide common denomina-
tors for a vast number of them. They help make certain that
consumers in the various markets are talking about the same
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issues. Competition between the parties also helps make the po-
litical system responsive and provides it with much of its dyna-
mism.

Markets and parties—the two control mechanisms mentioned
thus far—are closely associated. Political parties function within
the framework of political markets. The working of the central
market mechanism is clear. On the one hand there are consumers
who have needs and are looking for products to satisfy those
needs. On the other hand there are producers searching for
support who offer political products as a means of attracting that
support. As long as the market functions normally these two
elements are mutually supportive and work together to set limits
to political outcomes. If the needs of consumers are not being
sufficiently met, throwing the market into temporary disequilibri-
um, corrective forces are set in motion. Consumer demands be-
come more insistent as increasing numbers of consumers are
affected and these demands may be given increasingly potent
organizational expression. The more insistent and widespread
these demands are the greater is the penalty that a party may pay
for ignoring them and the greater are the rewards it will reap
from trying to satisfy them. If a party fails to be receptive to these
demands there will be a shift of support to the opposition party. If
neither party is responsive, new political organizations may
emerge that will be responsive to consumer needs. For these
reasons, therefore, parties tend to stay responsive. There is noth-
ing mystical about these “tendencies.” Consumers tend to express
their demands and satisfy their wants because it is in their interest
to do so. Parties tend to be responsive because party leaders
perceive that this is the road to success for the party and therefore
for themselves. As the limits of normal operation are approached,
corrective forces are brought into play. The operation of normal
market mechanisms goes a long way to explain the stability and
persistence of the system.

e Political Culture and Socialization

If a political market system is to work there must be a high
level of voluntary support from the citizenry. Political socializa-
tion helps to generate that support. When the process of socializa-
tion is successful the values and perspectives embodied in the
political culture become those of the individual. When the process
works well, individuals and organizations behave in accordance
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with the norms and assumptions that are a part of the political
culture. The political culture consists of the sum of the constitu-
tional provisions, laws, traditions, informal rules of the game,
attitudes, beliefs, and sentiments which influence the functioning
of the political system. The political culture is the product of the
history of the society and of the major events that have affected
its political life. It includes the political ideals that are held in a
polity as well as actual operating norms. The political system of
the United States is embedded in the political culture of the
country, so to speak, and the latter is the source of many con-
straints upon the system’s functioning.

® The Rules of the Game

Among other things, the political culture incorporates the
formal and informal rules that govern the operation of the politi-
cal system. They are treated separately here simply to focus
attention upon them. The formal rules consist of constitutional
Provisions, a body of legal decisions, relevant federal and state
legislation, and municipal ordinances. They deal with a wide
variety of matters including the timing and frequency of elections,
conduct of campaigns and elections, the financing of campaigns,
and provisions concerning residence, registration, and voting age.
The informal rules include practices and understandings that reg-
ulate political behavior but which are not formal and explicit.

These rules influence the position of particular groups within
the society.

Constitutional rules are mainly significant because they help to
determine what particular groups are to be given advantages or
handicaps in the political struggle. In no society do people ever
enter a political contest equally; the effect of the constitutional
rules is to preserve, add to, or subtract from the advantages and
handicaps with which they start the race<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>