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Abstract

We identify a structural source of declining trust in major institutions that
arises from success rather than failure. Institutions build trust by adhering to
a mandate, but that trust transforms institutions into platforms that amplify
insiders’ influence regardless of what they do. This amplification endogenously
activates non-mandated activity at the margin, causing trust to decline as
institutions become more influential. We refer to this mechanism as elite drift.
Increasing effort in the mandated task cannot raise long-run trust, because
higher trust also strengthens incentives for mandate-divergent activity. More
generally, increases in institutional influence, whether through greater reach
or more effective insiders, reduce trust unless mandate enforcement tightens in
tandem. When outsiders imperfectly attribute outputs across peer institutions,
trust spillovers arise, and elite drift at one institution can raise trust at others.
These dynamics persist even when the mandate adjusts endogenously. Our
framework provides a theory of institutional trust grounded in organizational
design rather than differences in public beliefs.
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1 Introduction

Trust is central to the functioning of modern institutions. Courts rely on it to secure
compliance with judgments, central banks to influence expectations, universities to
sustain authority over knowledge production, and the media to shape public under-
standing of events.

Yet trust in many core institutions has declined sharply in recent decades (Fig-
ure 1).1 The decline is broad-based and spans Congress, the courts, the news media,
and higher education. Some institutions, most notably the military, have retained
comparatively high levels of public confidence.2 The coexistence of a broad secular
decline along with cross–institutional variation raises a central question: Why has
trust declined, and why in some domains more than others?

The dominant explanation across the social and behavioral sciences emphasizes
a divergence in public beliefs. On this view, trust declines because citizens have be-
come increasingly polarized. They disagree about institutional performance, doubt
insiders’ motives, and consume information through partisan or ideological filters
(McCarty et al., 2016). Proposed mechanisms include motivated cognition (Taber
and Lodge, 2006; Leiserowitz et al., 2013), affective polarization (Iyengar and West-
wood, 2015; Iyengar et al., 2012), and selective exposure in media consumption (Sun-
stein, 2001; Prior, 2007; Iyengar and Hahn, 2009).3 In such accounts, institutional
trust declines because each side suspects bias. Partisans place confidence in different
news outlets, evaluate courts differently depending on appointing authorities, and
apply divergent interpretations to the same institutional actions (Hetherington and
Rudolph, 2015).

While belief divergence and polarization are important in many contexts, they do
not fully explain several recurring features of institutional trust. For example, trust

1See Gallup (2025). See also Pew Research Center (2023), Citrin and Stoker (2018), and Brady
and Kent (2022).

2See Levin (2020). In addition to documenting sustained confidence in the military, Feaver and
Kohn (2001) highlights persistent divergences between civilian and military views about the values
the institution should embody.

3Some evidence suggests the extent of ideological segregation is more limited than often assumed
(Gentzkow and Shapiro, 2011).
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Figure 1: Public Confidence in American Institutions. The percent of public
expressing trust is the sum of those answering “a great deal” or “quite a lot” in response to the
question: “Now I am going to read you a list of institutions in American society. Please tell me
how much confidence you, yourself, have in each one—a great deal, quite a lot, some or very little?”
Gallup (2025).

often moves in the same direction across political party lines, even if baseline levels
differ.4 A related pattern is that trust has declined even as institutions have become
more influential and, in many cases, faced greater demand. In recent decades, for
example, the Supreme Court has become increasingly central to American political
conflict and policy contestation (Ferejohn, 2002); elite universities have become more
selective and consequential gateways to economic and social opportunity; and the
Federal Reserve’s economic footprint has expanded significantly.5 Yet all three of

4See Gallup, “Democrats’ Confidence in Institutions Sinks to New Low” (July 17, 2025), https:
//news.gallup.com/poll/692633/democrats-confidence-institutions-sinks-new-low.
aspx.

5See Board of Governors of the Federal Reserve System, “The Central Bank Balance-
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these institutions have faced declining public trust. Together, these patterns suggest
that polarization alone leaves important features of institutional trust unexplained.
At a minimum, they suggest that we should look not only at shifts in public beliefs,
but at what is happening inside institutions themselves as they operate and evolve
over time.

In this paper, we model trust as an organizational design problem rather than
a belief-based one. In our framework, trust is not primarily a function of outsiders’
views about insiders’ values, honesty, or ideological alignment. Instead, it is an
endogenous outcome of how institutions are structured and how they operate under
conditions of unverifiable production.

We begin with a simple observation. Many institutions are capable of performing
more than one task. Courts can resolve disputes narrowly or pursue broader policy
objectives. Newspapers can report facts, interpret events, or seek to shape public
opinion. Universities can produce disciplined research, engage in public debate, or
advocate for particular policies. Importantly, these activities may all be socially
valuable in isolation.

The problem we focus on is not that institutions perform multiple tasks, but that
outsiders cannot readily tell which task is being performed in any given instance.
This difficulty arises because institutional output is often hard to verify at the level
of individual units. Consider the press. A newspaper article may aim to report
facts, or it may seek to advance a particular interpretation or agenda through selec-
tion, framing, or emphasis. From the perspective of an individual reader, it is often
impossible to determine which task the article is performing at the moment of con-
sumption. Even attentive readers cannot independently reconstruct sourcing, verify
factual claims, or evaluate counterfactual framing in real time. Unless the tasks are
perfect substitutes, this verification problem generates a welfare loss.6

Sheet Trilemma,” FEDS Notes (Jan. 14, 2026), https://www.federalreserve.gov/econres/
notes/feds-notes/the-central-bank-balance-sheet-trilemma-20260114.html; and Federal
Reserve Bank of St. Louis (FRED), “Assets: Total Assets: Total Assets (Less Eliminations from
Consolidation): Wednesday Level (WALCL),” https://fred.stlouisfed.org/series/WALCL.

6In practice, institutional tasks are rarely close substitutes. They are often complementary from
the insider’s perspective—such as rigorous research and policy advocacy, or factual reporting and
public persuasion—but imperfect substitutes for outsiders who care which role the institution is
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In our model, a mandate serves as an organizational design response to this veri-
fication problem. A mandate is a commitment to specialize in one task, backed by a
costly enforcement mechanism. In making this commitment, the institution responds
to the verification problem through specialization. Rather than asking outsiders to
classify each output individually, the mandate allows them to infer content from the
institution’s stated role and observed behavior in the aggregate. Trust is the share
of aggregate output that is consistent with the mandate.7

Trust transforms institutions into platforms. Trust is earned through adherence
to the mandate, but once earned it amplifies the reach and influence of everything
institutional insiders do, regardless of content. Activity conducted through a trusted
institution carries greater authority, visibility, and uptake whether or not it aligns
with the mandate. As a result, when trust rises and the institutional platform
becomes more valuable, insiders who were previously deterred from pursuing non-
mandated objectives may find it worthwhile to do so.

This generates a feedback loop. Higher trust increases the attractiveness of non-
mandated production at the margin. But as non-mandated production expands, the
share of mandate-consistent output falls, and trust declines. In equilibrium, trust is
pinned down by this interaction.

A central implication is that effort alone cannot build trust. When trust declines,
mandate–aligned insiders may respond by working harder at the core task. While
this temporarily increases mandate–consistent output, it also strengthens the institu-
tional platform, making non–mandated production more attractive and inducing en-
try along the constrained margin. Mandate–aligned effort is therefore self–defeating.
Only changes in the strength of the mandate, which require costly enforcement, can
durably alter long–run trust.

This mechanism provides a structural explanation for what is often described as
“mission drift.” The term is commonly used to describe institutions gradually doing
less of what they were created to do, or doing other things beyond the mandate. The

playing in a given instance.
7This rationale is closely related to Hansmann’s classic “contract failure” account of nonprofit

enterprise, in which organizational constraints (in his case, nonprofit status) mitigate the verification
problem of output quality. See Hansmann (1980).
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mechanism we identify isolates a particular component of that process. We refer to
it as elite drift to emphasize that it arises endogenously from institutional influence
itself. As institutions become more trusted, prominent, or effective, the platform
through which insiders act becomes more powerful. Because mandates constrain only
departures from the committed task, this increase in influence activates mandate–
divergent activity at the margin unless enforcement tightens in tandem. In this
sense, success itself generates pressure to drift. The resulting decline in trust is not
driven by polarization or divergence in public beliefs, but by a structural feature of
mandate–based institutions operating under unverifiable multitasking.

Finally, trust dynamics need not be confined to individual institutions. When
outsiders cannot perfectly attribute outputs to the institutions that produced them,
trust becomes partially pooled across peers. This attribution uncertainty generates
spillovers. As elite drift reduces mandate-consistent output at one institution, the
effective platform through which that institution operates weakens, reducing incen-
tives for non-mandated activity at peer institutions. As a result, elite drift at one
institution can counterintuitively raise trust at others.

This paper brings together three strands of research that are typically treated
separately. In political economy and organizational economics, we build on work
on multitasking, missions, and mandate design (Holmstrom and Milgrom, 1991; De-
watripont and Tirole, 1999; Dewatripont et al., 1999; Besley and Ghatak, 2005), as
well as classic analyses of independence and accountability (Alesina and Tabellini,
2007, 2008; Maskin and Tirole, 2004) and accountability under imperfect verifiability
(Besley and Prat, 2006). In the trust literature, we relate to work on the macroe-
conomic and institutional consequences of trust (Knack and Keefer, 1997; Guiso et
al., 2006; Algan and Cahuc, 2010) and to studies of political trust in American in-
stitutions (Hetherington, 1998; Citrin and Stoker, 2018; Levi, 1998). Finally, in the
polarization literature, we complement evidence on partisan and affective polariza-
tion (McCarty et al., 2016; Gentzkow and Shapiro, 2011; Iyengar and Westwood,
2015; Iyengar et al., 2019) by showing how differences in mandate–alignment among
insiders—even with a homogeneous and rational public—can mechanically reduce in-
stitutional trust by undermining mandate fidelity. By integrating these perspectives,
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we provide a structural account of institutional trust.
The remainder of this paper proceeds as follows. Section 2 presents motivating

examples. Section 3 develops the baseline model. Section 4 analyzes trust dynamics,
showing why increased effort cannot increase trust while stronger mandates can. Sec-
tion 5 introduces elite drift. Section 6 extends the model to multiple institutions and
trust spillovers. Section 7 considers robustness and extensions. Section 8 concludes.

2 Motivating Examples

Before turning to the model, we begin with a set of motivating examples. Although
the institutions differ widely in function and setting, each illustrates the same simple
mechanism. As trust and institutional influence expand, the temptation to use the
institution to do other things expands with it.

The Press When confidence in a newspaper is high, its statements are accepted
not only as factually accurate but also as fair indicators of which facts matter. This
trust derives from the press’s traditional mandate, articulated in the Canons of Jour-
nalism (1923): “Sincerity, truthfulness, accuracy—good faith with the reader is the
foundation of all journalism,” and “Impartiality—sound practice makes clear distinc-
tion between news reports and expressions of opinion.”

As trust accumulates, an outlet gains readership and becomes more influential.
The temptation then arises to use that influence for purposes adjacent to the report-
ing function; that is, to shape public opinion rather than merely inform it. Often,
this expansion does not take the form of false statements, which may be relatively
easy to contest. Instead, it appears in choices of selection, framing, and emphasis.
These choices lie close to the boundary of the press’s traditional mandate and are
therefore difficult for outsiders to evaluate on a story-by-story basis, especially in
real time.

Public debates about the press often crystallize around moments when this in-
ference is explicitly articulated. For example, NPR editor Uri Berliner described a
perceived shift from what he viewed as an “open-minded, curious culture” toward

8



coverage reflecting “the worldview of a very small segment of the population.”8 A
related critique appears in Bari Weiss’s 2020 resignation letter from The New York
Times, in which she wrote that stories were increasingly chosen to “satisfy the nar-
rowest of audiences,” and that the paper had strayed from its historical commitment
“to invite intelligent discussion from all shades of opinion.”9

Whether or not one accepts these characterizations, their emergence is itself in-
formative. Such claims are best understood as attempts to articulate a perceived
change in the mix of reporting and persuasion produced by trusted outlets. When
the trust and influence earned through reporting is perceived to be deployed for
other purposes, even readers who approve of those purposes may still update their
beliefs about the institution’s fidelity to its historical commitments. Trust declines
not because the institution’s outputs are necessarily “wrong,” but because they are
no longer what the mandate commits the institution to producing.

The U.S. Supreme Court The Supreme Court is trusted to resolve legal disputes
by applying law to facts. The Court is expected to decide the case before it and to
leave broader policy questions to other institutions. This reflects a built-in conception
of restraint, not a particular theory of judging, but the narrowness of the judicial
mandate itself.

Judging nevertheless involves discretion. In hard cases, a judge must choose how
broadly to frame a holding, how much weight to give precedent, how much discretion
to leave to lower courts, and whether to resolve only the dispute before the court or
to address a larger question. Each of these choices can be defended as ordinary legal
reasoning. From the outside, however, it is difficult to tell whether a judge is simply
applying law to facts within the judicial mandate or instead using discretionary
choices to advance broader policy or political objectives. Making that distinction

8See Uri Berliner, “I’ve Been at NPR for 25 Years. Here’s How We Lost Amer-
ica’s Trust,” The Free Press (April 9, 2024), available at https://www.thefp.com/p/
npr-editor-how-npr-lost-americas-trust.

9See Bari Weiss, “Resignation Letter” (July 14, 2020) (quoting Adolph Ochs) (quota-
tions omitted), published on her personal website, available at https://www.bariweiss.com/
resignation-letter. Adolph Ochs, who purchased the paper in 1896, and his descendants control
it today. Weiss later co-founded The Free Press, the outlet in which Berliner’s essay appeared.
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requires legal expertise and contextual knowledge that most outsiders do not have.
Because individual decisions cannot be easily classified in real time, outsiders infer

the Court’s role from its behavior in the aggregate. Over time, a consistent pattern of
restraint, reflected in deciding cases narrowly, avoiding unnecessary pronouncements,
and limiting spillover into adjacent policy domains, serves as a signal that the Court
is adhering to its mandate. It is this observed pattern, rather than the content of any
particular opinion, that builds public trust and confidence in the institution. That
trust, in turn, is what makes the Court influential.

But this trust is self–undermining. As the Court’s trust grows, using the result-
ing influence to influence broader policy and political outcomes becomes increasingly
tempting, because the opportunity cost of restraint rises. The pressure to take ac-
count of wider policy and political consequences thus arises not from changes in
justices’ preferences, but from the fact that trust amplifies the impact of what the
Court does.

Seen in this light, what is often described as the Court’s “politicization” need
not be the root cause of declining trust. The root cause is the Court’s increased
influence, which raises the returns to straying from the judicial mandate and makes
political considerations increasingly salient.

The Federal Reserve and Climate Policy The Federal Reserve can be under-
stood as a signaling institution. Its statutory mandate is defined as the pursuit of
low inflation and full employment, and adherence to that mandate has earned the
Fed substantial trust. The Fed’s influence therefore operates primarily through how
its actions and communications are interpreted by households, firms, and financial
markets.

In 2020, the Federal Reserve joined the Network for Greening the Financial Sys-
tem (NGFS), a group of central banks and regulators focused on climate-related
financial risk. Participation did not expand the Fed’s formal legal authority. But be-
cause the Fed is a trusted signaling institution, even nonbinding engagement affected
how its subsequent actions and policy choices were interpreted. In 2025, however, the
Fed withdrew from NGFS. It explained that the network’s activities had broadened
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beyond the Fed’s statutory mandate.
One way to understand the episode is to distinguish between two tasks. Under

task A, the Fed sends signals that are interpreted by markets and firms as relating
to price stability and maximum employment. Under task B, the Fed sends signals
that are interpreted as advancing climate-related policy objectives.

Both tasks may be socially valuable, but the problem is that they are not perfect
substitutes in interpretation. Once the Fed engages in both, the same action can
plausibly be read as serving either task. This weakens the clarity and influence of
all signals that the Fed sends. Put simply, the Fed can either send a strong, trusted
signal about task A, or a weaker, mixed signal about tasks A and B.

The S&P 500 and Dual-Class Stocks The S&P 500 index was created to pro-
vide a broad representation of the U.S. equity market. Its traditional purpose is
to track large, liquid U.S. companies according to relatively stable and transparent
criteria. Trust in the index rests on the belief that the index is itself an accurate
measure of the performance of large U.S. public companies.

Over time, that trust translated into reliance. A growing share of investment
capital came to be allocated through index funds and benchmarks tied to the S&P
500. As a result, inclusion in the index acquired direct financial consequences. Em-
pirical work has shown that inclusion in the S&P 500 is associated with persistent
price effects, consistent with increased demand from index-linked investors.10 In this
sense, reliance on the index’s classifications came to shape market outcomes for the
firms included in it.

In 2017, S&P Dow Jones announced that newly public companies with dual-
class share structures would be excluded from eligibility for index inclusion. Dual-
class structures depart from the “one share, one vote” principle and are frequently
contested on corporate governance grounds (Aggarwal et al., 2022; Sanga and Talley,
2024). The exclusion policy therefore had the practical effect of discouraging a
particular governance arrangement. At the same time, the policy was applied only
prospectively. Firms already included in the index with dual-class structures were

10See, e.g., Shleifer (1986); Greenwood (2008).
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grandfathered in, even though they would not have qualified under the new rule.
The selective nature of the policy drew criticism from market participants (Hirst

and Kastiel, 2019). Some argued that the index was no longer serving its traditional
role as a broad market benchmark. In 2023, S&P Dow Jones reversed course and
restored eligibility for companies with multiple share class structures. The reversal
followed pressure from large asset managers and firms, including complaints that the
exclusion policy meant the index no longer provided an accurate gauge of the overall
market.

One way to read this episode is as a disagreement over best practices in corporate
governance. The interpretation emphasized here, however, is different. The S&P 500
does not have a mandate in the formal sense, but it does have trust, built over time by
adhering to a narrow classificatory role. That trust led market participants to rely on
the index, which in turn made index inclusion economically consequential. But over
time, growth in that influence itself increased the pressure to use index eligibility
to influence other objectives (such as corporate governance policies). When the
index was perceived to be doing more than its traditional purpose (classifying firms),
confidence in its role as a neutral market benchmark weakened, and its influence
declined. The policy was reversed in an effort to counter this decline in trust and
influence.

Universities Universities are trusted to produce and preserve knowledge. Their
central task is to generate understanding through research and teaching. To do this,
they apply field-specific methods such as peer review, replication, and open debate.
Over time, adherence to these practices has earned universities substantial public
confidence. That confidence reflects a belief that a large share of their activity is
devoted to disciplined knowledge production.

But this trust also gives universities influence beyond the activity that earned
it. Academic affiliation functions as a general credential in public life. Research and
expertise produced within universities are relied upon by journalists, policymakers,
private actors, and other institutions. Faculty members are often treated as author-
itative not only within their fields, but as speakers with standing in broader public
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discourse.
As a result, authority built in one domain (disciplined knowledge production) is

routinely applied to other domains. These other domains include moral and political
discourse, public policy, and foreign conflicts. These domains are not governed by
the same verification and disciplinary standards as the activity that built trust.

From the outside, it may be difficult to tell, claim by claim, whether a particular
task reflects disciplined knowledge production or something else. Outsiders therefore
cannot verify the content of individual outputs such as essays or scientific reports
in real time. Over time, however, they can form a view about the mix of activities
an institution engages in, and about how much of its authority is being applied to
tasks other than the one that earned trust. As that mix shifts, trust in the original
activity declines, not necessarily because particular claims are false, but because the
institution is no longer perceived as specializing in the mandated task.

Universities also illustrate how trust and influence can spill over across institu-
tions. From the public’s perspective, it is difficult to attribute academic output to
individual persons or institutions. Instead, they are often received as coming from
“academia,” “elite universities,” or higher education more generally. For this reason,
conduct at one university can impact trust at others. In this way, trust is a public
good shared both by insiders within a university, as well as across universities.

Summary Across these examples, trust increases the impact of whatever an insti-
tution does. As the platform becomes more valuable, the temptation to leverage it
for other activities grows. Because the mandate only constrains mandate–divergent
behavior, increased influence tends to appear first in activities adjacent to, rather
than squarely within, the institution’s core task, such as corporate governance re-
form for indexes (as in the S&P 500 example) or political and policy debates (as in
the Supreme Court and universities examples). Outsiders cannot verify individual
outputs in real time, but they learn it over time and adjust trust to reflect the extent
to which the institution specializes or multitasks.

13



3 A Model of Trust in Institutions

The model that follows formalizes the ideas in the motivating examples. It treats an
institutional mandate as a commitment to specialize in one unverifiable task, defines
trust as the belief that a given output is consistent with that task, and shows how
rising influence activates non-mandated production at the margin. In equilibrium,
trust reflects the probability that the institution is adhering to its mandated task.

3.1 Setup

Institutions and insiders. An institution contains a unit mass of insiders. Each
period, each insider chooses a task x ∈ {A, B} and an effort level e ≥ 0. Insiders can
take an outside option by choosing e = 0.

Trust (T ). Consumers cannot verify whether a given output is A or B. However,
they do learn the share of total output, T ∈ [0, 1], that is mandate–consistent.
Without loss of generality, we focus on institutions that specialize in A, so that trust
T can be understood as the public’s confidence that a random output is of type A.

Loss from mismatch (L). If consumers consume the wrong good, they suffer a
loss L > 0. The mismatch problem is symmetric. Consuming B when A is needed,
or A when B is needed, is equally costly. Importantly, A and B are otherwise treated
symmetrically in the model and are equally valuable in isolation. In this way, L can
be interpreted as the welfare loss that arises to the extent A and B are not perfect
substitutes.

Mandates strength and enforcement (c and ϕ(c)). In our framework, a man-
date is the organizational response to the verification problem. Because outsiders
cannot directly verify whether a given output is A or B, an institution builds trust
by committing to specialize in a single task. Without loss of generality, we model
this commitment as a mandate to produce A (the “mandated good”). This func-
tions as a costly but credibility–enhancing restriction on insiders’ behavior. The
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mandate is therefore not assumed to be intrinsic to the institution. Rather, it is an
organizational device adopted to sustain trust under unverifiable production.

We represent the strength of the mandate by a parameter c ≥ 0, interpreted as a
penalty imposed on insiders who produce the non–mandated good B. The penalty c

may capture reputational loss, sanction, or diminished effectiveness. Equivalently, c

can be viewed as a relative subsidy for producing A. For example, universities may
internally subsidize knowledge production by providing laboratories and research
budgets.

Enforcing a mandate is itself costly. Let ϕ(c) denote the resource cost of enforce-
ment (or the cost of implementing the subsidy), with ϕ′(c) > 0 and ϕ′′(c) > 0.

Institutional reach (π). Institutions differ in the extent to which they amplify
insiders’ actions, regardless of their level of trust. For example, a decision issued
by an apex court binds lower courts as a matter of law, while a decision by a trial
court does not; a story published by a national newspaper is read and repeated more
widely than one published by a regional outlet; and a study released by an elite
university is more likely to be cited, reported on, and taken up in policy discussions
than similar work from a lesser–known institution.

We capture this variation by a parameter π > 0, which scales the effectiveness
of all production carried out through the institution. Practically, institutional reach
also depends on distribution infrastructure such as social media and other networks
that can scale the reach of institutional output. These differences reflect features of
the institution and its dissemination environment (jurisdiction, audience size, promi-
nence), rather than the content of any particular output.

Insider type (λ). Each insider is characterized by a type λ ∈ R, drawn from a
cumulative distribution F with density f . The sign of λ captures the insider’s natural
inclination; types with λ > 0 are inclined toward producing the mandated good A,
while types with λ < 0 are inclined toward producing the non–mandated good B.
The magnitude |λ| captures ability; insiders with larger |λ| are more productive,
regardless of which task they pursue. We assume that f is continuous, strictly
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positive, and log–concave.11

Effort and Production (e and q). Insiders choose whether to produce A, pro-
duce B, or exert no effort. Production requires costly effort e ≥ 0, and greater
effort increases output. An insider of type λ who exerts effort e produces output
proportional to ability and effort.

Institutional production is amplified by the platform through which it is carried
out. We capture this amplification with two multiplicative components. Institu-
tional reach π is the exogenous component, reflecting features such as jurisdiction,
prominence, or distribution infrastructure. Trust T is the endogenous component,
reflecting how readily institutional outputs are taken up by consumers. Output pro-
duced through the institution therefore takes the form

q = |λ| e π T. (1)

Both π and T magnify the impact of insiders’ actions symmetrically, regardless of
whether they produce the mandated or non–mandated good. The difference is that
institutional reach π is taken as given, while trust T is an endogenous consequence
of insiders’ behavior.

Utility (u). Insiders’ utility is proportional to the effective output they produce,
net of effort costs and any mandate penalty. Because effective output q is defined as
a non–negative magnitude, the distinction between producing the mandated good A

and the non–mandated good B enters only through the penalty. Specifically, letting
ΛA, ΛB, and Λ0 denote the sets of types who choose A, choose B, or take the outside

11These conditions imply unimodality and cover the Normal, Logistic, Laplace, and other familiar
families.
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option, respectively,

u(λ) =



λ e π T − 1
2e2 if λ ∈ ΛA

−λ e π T − 1
2e2 − c if λ ∈ ΛB

0 if λ ∈ Λ0.

(2)

Trust is taken as given by individual insiders and acts as a public good within
the institution. It scales the effective output generated by all actions. As a result,
insiders who produce B benefit from the trust generated by mandate–compliant
production of A.

Trust dynamics. Trust is defined as the share of an institution’s output that is
mandate–consistent. After insiders act, the public observes only the previous pe-
riod’s share of aggregate output that is mandate–compliant. Trust therefore evolves
according to the following law of motion:

Tt+1 = QA,t

QA,t + QB,t

, (3)

where
Qxt =

∫
Λx

qt f(λ) dλ for x ∈ {A, B} (4)

denotes period-t total output of the mandated and non–mandated tasks. We refer
to Expression 3 as the “law of motion for trust.”

3.2 Equilibrium

We now characterize insiders’ equilibrium production effort, utility, and institutional
trust. Throughout, a superscript asterisk (∗) denotes an equilibrium quantity.
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Effort, production, and utility. For insiders who produce either A or B (i.e.,
types in Λ∗

A ∪ Λ∗
B), optimal effort is

e∗(λ) = |λ| π T. (5)

This implies equilibrium effective output

q∗(λ) = (λ π T )2, (6)

and equilibrium utility

u∗(λ) = 1
2(λ π T )2 − c · 1{λ ∈ Λ∗

B}, (7)

where 1{·} is the indicator function. Types in Λ∗
0 take the outside option, exert no

effort, and therefore have e∗ = q∗ = u∗ = 0.

Production choice and the marginal type (λ∗). Given the utility in Expression
(2), types with λ ≥ 0 never choose B (since producing B yields at most −c), and
types with λ < 0 never choose A (since producing A yields at most 0). Thus λ ≥ 0
choose A, while λ < 0 compare producing B to the outside option. The marginal
type λ∗ is indifferent between producing B and taking the outside option:

u∗
B(λ∗) = 0 ⇐⇒ λ∗ = −

√
2c

πT
. (8)

This yields three regions:

Λ∗
A = {λ ≥ 0}, Λ∗

B = {λ ≤ λ∗}, Λ∗
0 = {λ ∈ (λ∗, 0)}.

Intuitively, A-inclined types produce A; strongly B-inclined types produce B despite
the penalty; and moderately B-inclined types are deterred and take the outside
option.

Note that when the institutional platform becomes more trusted or has greater
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reach (T ↑ or π ↑), producing B becomes more attractive, as higher impact makes
it worthwhile for marginal B–types to incur the penalty. The marginal type shifts
toward zero, and some insiders switch from the outside option to producing B. In
this way, trust sows the seeds of its own erosion by relaxing the deterrence margin
that sustains it. This mechanism plays a central role in the trust dynamics that
follow.

Steady–state trust. In steady state, trust equals the share of total effective out-
put that is mandate–compliant:

T ∗ =

∫ ∞

0
λ2f(λ) dλ∫ ∞

0
λ2f(λ) dλ +

∫ λ∗(T ∗,c,π)

−∞
λ2f(λ) dλ

. (9)

Although institutional reach π and trust T scale all output symmetrically, they affect
steady–state trust only through the cutoff λ∗(T, c, π), which appears as the upper
limit of non–mandated production and determines the size of the set Λ∗

B. Under
standard regularity conditions on f (continuity, strict positivity, and log–concavity),
T ∗ exists and is unique.12

4 Trust Dynamics

This section studies how trust adjusts over time. We show that increases in effort
directed toward the mandated task have no lasting effect on trust and are ultimately
self-defeating, while changes in the strength of the mandate generate durable shifts
in trust.

12The steady state is unique because the trust law of motion is continuous and strictly decreasing
in T . Stability of the steady state requires |g′(T ∗)| < 1, where g(·) denotes the right–hand side of
Expression (3). In what follows, we focus on the empirically relevant case in which the steady state
is locally stable.
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4.1 Effort Futility

One-time Effort Shock. When trust in an institution is low, a natural response
among insiders is to urge one another to increase their effort and produce more of the
mandated task. For example, a university professor may call on research–oriented
colleagues to redouble their scholarly efforts in order to restore confidence in the
academy; a judge may encourage colleagues to devote themselves even more fully
to careful and apolitical legal analysis; a journalist may urge peers to produce more
balanced, fact–driven reporting. In each case, the intuition is that greater mandate–
compliant effort should rebuild trust.

This intuition appears consistent with the definition of trust, which equals the
share of total output devoted to the mandated task. Holding other behavior fixed, an
increase in A–output mechanically raises trust in the next period. One might there-
fore imagine a virtuous cycle in which higher trust increases productivity, leading to
further increases in A–output and sustained improvements in trust. This reasoning,
however, ignores the endogenous response of mandate–divergent production.

In the model, an increase in trust raises non–mandated output through two dis-
tinct channels. First, along the intensive margin, higher trust amplifies the effective-
ness of all existing producers, including those already producing B. In equilibrium,
effective output satisfies q∗(λ) = (πλT )2 for all producing types, so an increase in
trust scales up the output of both A and B producers symmetrically. As a result,
even a one–time increase in mandate–compliant effort in period t that raises trust
(in period t+1) mechanically increases the impact of mandate–divergent production
as well (in period t + 2).

Second, and more importantly, trust affects non–mandated production along the
extensive margin. The cutoff λ∗ that determines which insiders produce B depends
inversely on trust, λ∗ = −

√
2c/(πT ). Holding the mandate fixed, an increase in

trust shifts this cutoff toward zero, inducing some insiders who previously took the
outside option (the moderately B–inclined types just above λ∗) to begin producing B.
Intuitively, higher trust raises the returns to production while leaving the penalty for
non–mandated production unchanged. Non–mandated production is more attractive

20



to a broader set of insiders. Thus, rising trust not only intensifies non–mandated
output among existing producers, but also expands the set of insiders who engage in
it.

As a result, the very increase in trust generated by higher A–effort incentivizes
B–production along the extensive margin. The elevated trust level makes producing
B more attractive, particularly for moderate B–types near the cutoff, who now find
it worthwhile to incur the penalty. Subsequent increases in non–mandated output
then reduce trust in later periods.

Graphical Illustration. Figure 2a illustrates this dynamic following a one–time
increase in mandate–compliant effort. Trust rises initially as A–output increases,
but the higher trust level induces entry into B–production in the following period.
When the public observes this shift in output composition, trust declines. As trust
falls, some marginal B–producers exit, producing a partial rebound. The process
continues until trust converges back to its original steady–state level.

Caveat. This does not mean that, in practice, effort is never associated with a
durable increase in trust. In a richer model, effort could matter but only insofar as
it induces a change in some underlying state. For example, a sustained increase in
mandate–compliant effort may (for reasons outside the current model) trigger tighter
enforcement (higher c), alter the composition of insiders (F (λ)), or change how
outsiders update beliefs about institutional output (the trust law of motion). Each
of these channels operates by changing an underlying state variable (the mandate, the
type distribution, or the trust updating technology itself). However, holding these
elements fixed, effort cannot by itself permanently raise trust, because it activates
mandate–divergent types on the constrained margin.

4.2 How Mandates Build Trust

Stronger mandates raise steady–state trust by shrinking the set of insiders who
optimally produce the non–mandated good. Conversely, weakening the mandate
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(a) A one-time increase in effort has no long-run effect on trust.

Tt+1

Tt

45◦

G(cH)

G(cL)

(b) A weaker mandate shifts the trust law of motion downward and leads trust to converge
to a lower steady state.

Figure 2: Trust dynamics under changes in effort and mandate strength.
Panel (a) shows that a one-time increase in effort can temporarily raise the share of
mandated output, but it does not change the underlying law of motion for trust and
therefore has no long-run effect on the steady state. Panel (b) shows the contrasting
effect of a reduction in mandate strength, modeled here as a fall in the penalty for
non-mandated production from cH to cL. That change shifts the law of motion from
G(cH) to G(cL), so that for any given current trust level Tt, next period trust Tt+1
is lower. The cobweb path illustrates the resulting transition dynamics: after the
mandate weakens, trust does not jump immediately to its new long-run level, but
instead converges over time to a lower steady state.
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lowers steady–state trust. This follows directly from the behavior of the cutoff
λ∗ = −

√
2c/(πT ). Applying the implicit function theorem to the trust law of motion

(Expression (9)) yields a simple comparative static:13

dT ∗

dc
> 0.

Figure 2b illustrates the dynamic adjustment following a reduction in the mandate
penalty from cH to cL. The immediate effect of a weaker mandate is an expansion
of non–mandated production. Some insiders who previously took the outside option
now find it worthwhile to produce B, leveraging the high level of trust inherited
from past mandate–compliant output. This free–riding causes trust to fall in the
subsequent period.

As trust declines, however, the incentives that initially induced entry into B–
production weaken. Lower trust reduces the returns to non–mandated production,
shifting the cutoff back and inducing some marginal insiders to exit. Trust therefore
partially rebounds. The system converges through this feedback loop to a new steady
state with lower trust, reflecting the weaker mandate.

5 Elite Drift

This section identifies a structural source of institutional drift that arises from suc-
cess rather than failure. As institutions become more impactful, the temptation to
leverage the institutional platform for non–mandated purposes intensifies, and trust
can decline even as total output rises. We refer to this mechanism as elite drift.
The key idea is that increases in institutional impact (such as through greater reach
or insider effectiveness) activate mandate–divergent production at the margin unless
enforcement tightens in tandem.

13A formal derivation is provided in the Appendix.
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5.1 Main Result

The central mechanism of the model is that trust is self–undermining. Trust is
earned through mandate–aligned activity, but greater trust increases the returns to
mandate–divergent activity.

To isolate this mechanism, this section analyzes trust holding the mandate fixed
and varying institutional reach π. Reach affects incentives in the same way as trust by
shifting the deterrence margin between compliant and mandate–divergent behavior,
but without the feedback that arises when trust is endogenous. This allows us to
study the mechanism in its simplest form.

The main result is that increases in institutional reach relax the deterrence margin
and erode trust. We refer to this dynamic as elite drift.

Proposition 1 (Elite Drift). Holding the mandate c fixed, an increase in institutional
reach π lowers steady–state trust T ∗.

Intuition. Institutional reach π scales the effectiveness of all production carried out
through the institution. A higher–reach platform amplifies the impact of insiders’ ac-
tions regardless of whether they produce the mandated good A or the non–mandated
good B. Because the mandate penalty c is unchanged, an increase in π raises the
returns to mandate–divergent production relative to the outside option. As a result,
insiders near the deterrence margin (those who were previously indifferent between
producing B and exerting no effort) now find it worthwhile to incur the penalty and
produce the non–mandated good.

Formally, the cutoff type separating mandate–divergent production from the out-
side option satisfies

λ∗ = −
√

2c

πT
.

An increase in π shifts this cutoff toward zero, expanding the set Λ∗
B = {λ ≤ λ∗}

of insiders who optimally produce B. This compositional change lowers the share of
mandate–consistent output in total production and therefore reduces steady–state
trust.
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To see why the intensive margins do not offset this effect, note that steady–state
trust can be written as

T ∗ = Q∗
A

Q∗
A + Q∗

B

=
∫

Λ∗
A
(πλT ∗)2f(λ) dλ∫

Λ∗
A
(πλT ∗)2f(λ) dλ +

∫
Λ∗

B
(πλT ∗)2f(λ) dλ

.

The scale factor (πT ∗)2 enters symmetrically in both the numerator and denominator
and therefore cancels out. As a result, changes in institutional reach have no direct
effect on trust through intensive–margin responses. All non–canceling effects operate
through the extensive margin, via changes in the cutoff λ∗ and the resulting activation
of mandate–divergent production (an expansion of Λ∗

B).
Although greater reach increases the scale of both A and B production, trust

depends on their relative magnitudes. Because increased reach activates additional
mandate–divergent production at the margin, non–mandated output expands faster
in relative terms, and trust declines.

5.2 Endogenous Mandate Adjustment

Thus far, we have treated mandate strength c as fixed. In many settings, however,
mandate enforcement is at least partly an internal choice. This subsection asks
whether elite drift persists when insiders can adjust the mandate in response to
institutional reach.

Insiders choose mandate strength c to maximize their equilibrium utility net of
enforcement costs:

c∗(π) ∈ arg max
c≥0

Win(c, π), (10)

where

Win(c, π) ≡
∫

u∗(λ) f(λ) dλ − ϕ(c) (11)

= 1
2

(
QA(c, π) + QB(c, π)

)
− c · F

(
λ∗(c, π)

)
− ϕ(c).

Let T ∗(c, π) denote steady–state trust under mandate c and institutional influence
π, and write T ∗(π) ≡ T ∗(c∗(π), π) for steady–state trust when the mandate adjusts
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endogenously. Differentiating yields

dT ∗

dπ
= ∂T ∗(c, π)

∂π︸ ︷︷ ︸
elite drift

(−)

∣∣∣∣∣∣
c=c∗(π)

+ ∂T ∗(c, π)
∂c︸ ︷︷ ︸
(+)

∣∣∣∣∣∣
c=c∗(π)

· dc∗

dπ︸︷︷︸
mandate
response

. (12)

Proposition 2 (Elite drift versus elite discipline). Suppose insiders choose c∗(π) ac-
cording to (10). Then steady–state trust is decreasing in institutional reach whenever

dc∗

dπ
< −∂T ∗(c, π)/∂π

∂T ∗(c, π)/∂c

∣∣∣∣∣∣
c=c∗(π)

, (13)

and increasing in reach whenever the inequality is reversed. We refer to the first
regime as elite drift and the second as elite discipline.

Interpretation. Expression (12) and Proposition 2 separate two forces. Holding
the mandate fixed, greater reach activates mandate–divergent production and lowers
trust. At the same time, greater reach may induce insiders to tighten enforcement,
which raises trust by shrinking the set of insiders who optimally produce the non–
mandated good. The net effect depends on whether insiders strengthen the mandate
aggressively enough to offset the direct drift force.

This tradeoff can be understood as a choice between exploiting and protecting an
institutional brand. As institutional reach grows, insiders collectively face stronger
incentives to use the platform intensively, including along the non–mandated margin.
But reach also increases the value of the credibility that sustains the platform. “Elite
discipline” is the case where the institution protects that credibility, while “elite drift”
is the case where the institution exploits it.

In general, nothing in the model forces the mandate response to be strong or
weak, so the sign of dT ∗/dπ is not pinned down even when insiders can adjust the
mandate “instantaneously” in response to a change in reach. Thus, when insiders
can instantly adjust the mandate, increased reach may not generate elite drift.

However, several practical considerations point toward elite drift as a natural
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outcome. First, mandate tightening may operate on a lag, and marginal enforce-
ment costs may be increasing. Second, mandate tightening may exhibit diminishing
returns for trust. Third, the drift force itself can strengthen with reach, as higher
impact makes mandate–divergent production more attractive at the margin.

6 Spillovers Across Institutions

This section extends the baseline model by introducing a single additional friction:
attribution uncertainty. In addition to being unable to verify whether a given output
reflects the mandated task, outsiders may be unable to attribute that output to the
institution that produced it. Attribution uncertainty generates spillovers in trust
across institutions.

6.1 A Two–Institution Model

Consider two peer institutions, i and j. Each institution has its own mandate
strength ci and cj, and an internal trust level Ti, Tj ∈ [0, 1], defined as the share
of its output that is mandate–consistent. Internal trust summarizes the institution’s
true output mix and coincides with the object studied in the single–institution model.

The only new element is attribution uncertainty. In addition to being unable to
distinguish A from B at the unit level, outsiders may be unable to attribute a given
output to the institution that produced it. As a result, the credibility applied to a
marginal unit of output need not equal the institution’s internal trust.

We therefore distinguish between internal trust and public trust. Public trust is
the credibility multiplier that outsiders effectively apply to an institution’s outputs
and that governs insiders’ incentives. Importantly, public trust is not a belief error.
Even a fully rational public that has inferred (Ti, Tj) cannot condition its response
to a marginal unit of output on the true source–specific trust level when attribution
is imperfect.
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In the two–institution case, we model public trust at institution i as

T̃i = T α
i T 1−α

j , (14)

with a symmetric expression for institution j.14 The parameter α ∈ [0, 1] captures
attribution precision. When α = 1, attribution is perfect and public trust coincides
with internal trust; when α < 1, trust partially pools across institutions.

Production incentives depend on public trust. Effective production at institution
i is therefore

qi = |λ| e πiT̃i, (15)

with an analogous expression for institution j. When α = 1, the model reduces
to the baseline case with no spillovers. When α < 1, attribution uncertainty links
incentives and trust dynamics across institutions.

All other elements of the model are unchanged.

6.2 Equilibrium

We now characterize equilibrium trust in the two–institution setting. The analysis
proceeds in two steps. We first describe trust outcomes at one institution holding
trust at the peer institution fixed, and then study the joint steady state that emerges
when both institutions adjust simultaneously.

Fix the internal trust level at institution j at some value Tj. Given this fixed trust
environment, the trust dynamics at institution i converge to a unique steady state
determined by insiders’ incentives. Denote this conditional steady–state internal
trust by

T ∗
i (Tj). (16)

That is, T ∗
i (Tj) is the steady–state share of mandate–consistent output at institution

i when the peer institution’s trust is held fixed. Define T ∗
j (Ti) analogously.

These conditional steady states are monotonically decreasing in the other institu-
14That is, T̃j = T α

j T 1−α
i .
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tion’s trust. Holding all other features of institution i fixed, a higher Tj raises public
trust at i and thereby strengthens the platform through which insiders at i operate.
As in the elite drift result, this relaxes the deterrence margin for mandate–divergent
production, expands the set of insiders who choose it, and lowers the steady–state
share of mandate–consistent output. Thus, each institution’s internal trust is de-
creasing in the other’s:

∂T ∗
i (Tj)
∂Tj

< 0,
∂T ∗

j (Ti)
∂Ti

< 0. (17)

A joint steady state is a pair (T ∗
i , T ∗

j ) satisfying

T ∗
i = T ∗

i (T ∗
j ), T ∗

j = T ∗
j (T ∗

i ). (18)

6.3 Spillovers

We now examine how attribution uncertainty transmits elite drift across institutions.
The key result is that an expansion in institutional reach at one institution affects
trust system–wide, even when mandate enforcement at all institutions is held fixed.

Proposition 3 (Cross–Institutional Spillovers). Consider the two–institution model
with attribution uncertainty, α ∈ (0, 1). Holding mandates fixed, suppose institutional
reach at institution i increases. Then:

1. Internal trust at institution i falls. Moreover, the decline is larger than
in the benchmark case of perfect attribution (α = 1).

2. Internal trust at institution j rises, as mandate–divergent production at
j contracts.

3. Aggregate trust falls, as measured by the geometric mean
√

T ∗
i T ∗

j .

Intuition. An increase in institutional reach πi strengthens the effective platform
through which insiders at institution i operate. Holding the mandate fixed, this

29



relaxes the deterrence margin for mandate–divergent production and lowers internal
trust Ti through the elite drift mechanism.

Because attribution is imperfect, the resulting decline in Ti reduces the public
trust multiplier applied to outputs at institution j. This weakens the platform at j,
induces marginal insiders to exit mandate–divergent production, and raises internal
trust Tj.

The increase in Tj feeds back into public trust at institution i, further strengthen-
ing the effective platform at i and amplifying mandate–divergent production. Trust
is thus redistributed across institutions while falling in the aggregate.

Figure 3 depicts this adjustment as a shift in the conditional steady–state trust
function T ∗

i (Tj) and the resulting movement of the joint steady state.

Mechanism and stability. Formally, spillovers operate through the deterrence
margin. When institutional reach at i increases, mandate–divergent production ex-
pands there and internal trust falls. Attribution pooling transmits this change to
public trust at j, inducing a contraction of mandate–divergent production and higher
internal trust at j. For intermediate values of α, each institution’s response to peer
trust is limited, the conditional steady–state trust functions are downward sloping,
and the joint steady state is locally stable.

Aggregate trust. Although internal trust rises at institution j, this increase does
not offset the decline at i. In the two–institution model, aggregate trust equals√

T ∗
i T ∗

j , which coincides with aggregate public trust. Because the spillover response
at j is second–order relative to the direct drift at i, overall trust in the system falls.

6.4 Endogenous Mandates and Competition

The analysis above holds mandates fixed to isolate how attribution uncertainty gen-
erates spillovers in trust. It is natural, however, to ask how this same attribution
friction feeds back into mandate choice when enforcement is determined endogenously
by insiders.
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Ti

Tj

T ∗
i (0)

T ∗
i (1)

T ∗
j (0) → T ∗

j (1)

T ∗
j (Ti; πj)

T ∗
i (Tj; πL

i )

T ∗
i (Tj; πH

i )

Figure 3: Conditional steady-state trust and spillovers. The figure plots
the conditional steady-state internal trust functions T ∗

i (Tj; πi) and T ∗
j (Ti; πj) in the

(Tj, Ti) plane for α ∈ (0, 1). Each curve gives the steady-state internal trust of one
institution as a function of the other institution’s trust, holding its own mandate
fixed. Their intersection determines the joint steady state. An increase in institu-
tional reach at institution i from πL

i to πH
i shifts T ∗

i (Tj; πi) downward, yielding a new
joint steady state with lower internal trust at i, higher internal trust at j, and lower
aggregate trust.

With imperfect attribution, discipline at one institution partly accrues to its
peers. Insiders therefore face weakened private incentives to invest in mandate en-
forcement, because they capture only a fraction of the reputational return to sustain-
ing internal trust. This makes mandate discipline harder to sustain in equilibrium
and, in particular, tilts the elite drift / elite discipline tradeoff toward drift as insti-
tutions expand.

Proposition 4 (Attribution spillovers and endogenous mandates). Suppose man-
dates are chosen endogenously by insiders and attribution is imperfect, with α ∈
(0, 1). Then the insider–optimal mandate c∗(α) is weakly increasing in the attribu-
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tion parameter α. Moreover, in the limit as attribution becomes fully diffuse, insiders
do not enforce the mandate. Formally,

lim
α→0

c∗(α) = 0. (19)

To see the mechanism, note that insiders respond to public trust—the credibility
multiplier applied to their outputs—rather than to internal trust alone. In the two–
institution model, public trust at institution i is

T̃i = T α
i T 1−α

j . (20)

A marginal increase in internal trust therefore raises the public trust multiplier by

∂T̃i

∂Ti

= α
T̃i

Ti

. (21)

Thus, an institution captures only an α share of the marginal reputational return
to discipline. The marginal cost of enforcement, by contrast, is fully internalized
and does not depend on α. As attribution becomes more diffuse, the private return
to sustaining a mandate shrinks while enforcement costs remain unchanged, leading
insiders to choose weaker mandates. In the limit as α → 0, trust becomes a pure
public good across institutions, and no institution can materially affect the public
trust it receives through its own mandate choice.

Implication for elite drift. Earlier we showed that institutional expansion can
trigger elite drift unless mandate enforcement tightens sufficiently to keep pace.
Proposition 4 highlights a force that works in the opposite direction. Attribution
spillovers reduce the incentive to supply discipline in the first place. As a result,
even when insiders optimally adjust mandates, spillovers make it less likely that
discipline scales enough to offset increases in institutional reach.

Note on competition. Our analysis mostly abstracts from product–market pric-
ing and competition. In settings where mandate fidelity is observable and priced,
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competition could in principle mitigate drift by rewarding institutions that maintain
a “purer” output mix. The institutions that motivate this paper, however, are those
in which outputs are difficult to verify and the connection between trust and prices
is weak or indirect. Courts and central banks, for example, do not charge for man-
date fidelity, and even in universities and other nonprofits, revenue is substantially
mediated through cross–subsidies, donors, and bundled services rather than per–unit
pricing of credibility.

More generally, when attribution is diffuse (low α), reputational discipline is
diluted even when multiple institutions coexist, so increasing the number of com-
petitors need not promote mandate enforcement. Indeed, Proposition 3 shows that
under attribution uncertainty (α < 1), the elite drift effect is amplified by the pres-
ence of peer institutions (i.e., competition); a given expansion in institutional reach
at i reduces Ti by more than in the no–spillover benchmark.

7 Robustness and Extensions

This section collects two extensions. First, we note that the elite drift result is not
specific to institutional reach and applies generally to other sources of institutional
scale, including insider effectiveness. Second, we compare insider mandate choice to
a public principal who internalizes mismatch losses.

7.1 Elite Talent

The elite drift mechanism is generic because it is scale–driven. To see why, note that
a mandate is a fixed wedge; it raises the cost of doing the non–mandated task, but
it does not limit doing the mandated task. That asymmetry is indeed the purpose
of a mandate.

When an institution becomes more impactful, whether because it has greater
reach, better technology, more effective insiders, a larger audience, or a stronger
brand, it becomes a more valuable platform for everything insiders do. Holding the
mandate fixed (in absolute terms), that extra value does not tighten the wedge. It
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simply makes it easier to justify paying it. The result is that the only constrained
margin relaxes; more insiders find it worthwhile to cross into mandate–divergent
activity. The output mix shifts toward the constrained activity, and trust falls.

A simple illustration is an institution that “scales” because its insiders become
more effective. Model this as a proportional rescaling of insider types by a factor
s > 1, so that λ 7→ sλ. This is equivalent to rescaling institutional reach π by
the same factor in the cutoff condition for B–entry, and therefore yields the same
comparative static as Proposition 1.

Corollary 5 (Elite Talent Causes Elite Drift). Holding the mandate c fixed, a pro-
portional increase in insider effectiveness (modeled as λ 7→ sλ with s > 1) lowers
steady–state trust.

The reason is the same as under an expansion in institutional reach π. Intensive–
margin effects cancel in trust, since scaling effectiveness multiplies A and B output
symmetrically. What does not cancel is the deterrence margin. With a fixed mandate
wedge, greater effectiveness makes it worthwhile for additional insiders to incur the
cost and produce B, so the constrained activity expands and the mandate–consistent
share of output falls.

7.2 Insider versus Public Mandate Control

Because mandates are the only durable lever for sustaining trust in the model, man-
date choice is central to institutional design. We compare two benchmarks. In
the first, insiders choose the mandate. In the second, a public principal chooses the
mandate on behalf of outsiders who consume institutional output and bear mismatch
losses.

Objectives. Fix institutional reach π and let QA(c, π) and QB(c, π) denote steady–
state effective output in the mandated and non–mandated tasks under mandate
strength c. As in Section 5, insider welfare equals aggregate equilibrium utility net
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of enforcement costs:

Win(c; π) ≡
∫

u∗(λ) f(λ) dλ − ϕ(c)

= 1
2

(
QA(c, π) + QB(c, π)

)
− c · F

(
λ∗(c, π)

)
− ϕ(c).

(22)

The term c · F (λ∗) captures the private disutility imposed on insiders who produce
B in steady state, while ϕ(c) is the real resource cost of enforcement.

The public values output but bears mismatch losses when the institution delivers
non–mandated output through a mandate that is understood to specialize in A. We
capture this with a reduced–form mismatch cost proportional to B–output:

Wpub(c; π) ≡ QA(c, π) + QB(c, π) − L QB(c, π) − ϕ(c), (23)

where L > 0 is the per–unit mismatch loss.15

Mandate choices. Define the insider–optimal and public–optimal mandates as

cin(π) ∈ arg max
c≥0

Win(c; π), cpub(π) ∈ arg max
c≥0

Wpub(c; π). (24)

When interior, their first–order conditions are

ϕ′
(
cin
)

= 1
2

d

dc

(
QA(c, π) + QB(c, π)

)∣∣∣∣
c=cin

− d

dc

(
c F
(
λ∗(c, π)

)) ∣∣∣∣
c=cin

, (25)

and

ϕ′
(
cpub

)
= d

dc

(
QA(c, π) + QB(c, π)

)∣∣∣∣
c=cpub

+ L

(
−dQB(c, π)

dc

) ∣∣∣∣
c=cpub

. (26)

Both decision–makers face the same enforcement cost ϕ′(c) and value total pro-
duction, up to a normalization.16 They differ in the additional margin they internal-

15The factor 1
2 is a normalization that puts the public objective on the same scale as the insider

objective in (11); it has no effect on the optimal mandate or the comparative statics.
16The factor 1

2 in Win reflects the quadratic effort cost and is a scaling artifact; it has no effect
on the optimal mandate or the comparative statics.
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ize. Insiders internalize the private disutility imposed on B–oriented insiders through
the mandate. The public instead internalizes the reduction in mismatch losses from
curbing B–output.

Trust deficit. Because T ∗(c, π) is increasing in c, differences in mandate strength
map directly into differences in steady–state trust. Define the gap

∆T (π) ≡ T ∗
(
cpub(π), π

)
− T ∗

(
cin(π), π

)
. (27)

The public has an additional marginal benefit from increasing c (the reduction in
mismatch losses) that insiders do not internalize, while insiders face a private cost
of discipline that the public does not count as a social loss. For this reason, ∆T (π)
can be greater than, less than, or equal to zero.

Interpreting the mismatch parameter L. Three regions of L are conceptually
distinct.

• If L > 1, non–mandated output is socially harmful on net when delivered
through the A–specializing institution. A concrete example is medicine, where
mismatched treatment can be harmful rather than merely unhelpful.

• If 0 < L < 1, non–mandated output remains socially valuable in isolation, but
generates a welfare loss because it is delivered through the wrong institution.
In this intermediate region, the public trades off discipline against valuable
non–mandated activity.

• If L = 0, mismatch is costless. The two activities are perfect substitutes from
the public’s perspective and mandates lose their social rationale.

8 Conclusion

Institutions rely on mandates to sustain trust under conditions of unverifiable pro-
duction. A mandate substitutes specialization for verification, and outsiders infer
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fidelity to the mandate from observed behavior in the aggregate. Trust is the share
of output consistent with that mandate.

Trust amplifies the impact of all institutional activity, including mandate–divergent
production. An increase in trust activates mandate–divergent activity at the margin,
reduces the share of mandate–consistent output, and lowers trust. In equilibrium,
trust is determined by this feedback effect. When attribution across institutions is
imperfect, the same feedback effect applies across institutions. Trust becomes par-
tially pooled, and changes at one institution affect incentives at others. In this sense,
trust is a public good within institutions and across them.

Declining trust need not reflect a divergence in public beliefs. It can arise me-
chanically as the influence of mandate–based institutions increases.

Appendix

This appendix establishes that steady-state trust is increasing in the strength of the
mandate.

Normalize π = 1. Recall that steady-state trust T ∗ satisfies

T ∗ =

∫ ∞

0
λ2f(λ) dλ∫ ∞

0
λ2f(λ) dλ +

∫ λ∗(T ∗,c)

−∞
λ2f(λ) dλ

, (28)

where the cutoff type is

λ∗(T, c) = −
√

2c

T
. (29)

Define
A ≡

∫ ∞

0
λ2f(λ) dλ, B(x) ≡

∫ x

−∞
λ2f(λ) dλ,

with A > 0 and B′(x) = x2f(x) > 0 for all relevant x. Let

H(T, c) ≡ T − A

A + B(λ∗(T, c)) .
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A steady state satisfies H(T ∗, c) = 0.
Differentiating,

HT (T, c) = 1 + AB′(λ∗)
(A + B(λ∗))2 · ∂λ∗

∂T
> 0,

since ∂λ∗/∂T =
√

2c/T 2 > 0, and

Hc(T, c) = AB′(λ∗)
(A + B(λ∗))2 · ∂λ∗

∂c
< 0,

since ∂λ∗/∂c = −1/(T
√

2c) < 0.
By the implicit function theorem,

dT ∗

dc
= − Hc(T ∗, c)

HT (T ∗, c) > 0. (30)
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