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Abstract

We study the strategy of a re-election seeking incumbent in the presence of
conformist voters. The incumbent has private information on both her ability
and the adequate policy. A proportion of voters are partisans, who vote inde-
pendently of policy outcomes. The others are independent voters who are con-
formists: They wish not only to vote for the better candidate but also to vote for
the winner (i.e., like most others do). Policy choices affect voters’ perception of
the incumbent’s ability, so that pandering (here, persistence of inefficient poli-
cies) emerges. Pandering depends on the extent to which independent voters
wish to win. We contrast a socially efficient equilibrium (S) in which the in-
cumbent uses her information in the social interest, and a pandering, pooling,
equilibrium (P). We identify a ‘conformity bonus’ for the incumbent that arises
jointly from incumbency advantage and conformity. Conformity determines in
a non-monotonic way the conditions of occurrence of these equilibria: A strong
desire to win (with a large ‘conformity bonus’) reduces and can even eliminate
pandering, while weak conformity has the opposite effect. We derive implica-

tions for the impact of opinion polls and media coverage on policy persistence.
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1 Introduction

Conformity exists when an individual in a group displays some behavior because it is what
the individual has witnessed most frequently in others (Claidiere and Whiten 2012). The
desire to conform makes people wish to belong to the majority. Conformity as an emo-
tional factor has been a central area of research in social psychology since the pioneer-
ing experiments in Asch (1951). Deutsch and Gerard (1955) distinguish between informa-
tional and normative conformity motivations. The former is based on the desire to form
an accurate interpretation of reality and behave correctly, while the latter is based on the
goal of obtaining social approval from others (Cialdini and Goldstein 2004).

An election is an important environment in which normative conformity manifests it-
self as the ‘bandwagon effect. The bandwagon effect refers to the notion that voters are
more likely to vote for a candidate if they expect the candidate to win (Lee 2011; Panova
2015). Many authors have confirmed the bandwagon effect, both empirically (Hodgson
and Maloney 2013; Kiss and Simonovits 2014) and experimentally (Bischoff and Egbert
2013; Morton, Muller, Page and Torgler 2015). Callander (2007) develops a model of se-
quential voting to argue that voters’ desire to win (by voting like most others do, and thus
belonging to the majority) is critical to the existence of the bandwagon. Callander (2008)
analyzes simultaneous elections under the simple majority rule when voters, in addition
to wanting the better candidate to be elected, care about winning.

We focus on the way in which conformity, or a desire to vote for the winner, as in the
bandwagon effect, interacts with the policy choices of a privately informed politician mo-
tivated by re-election. Policy choices reveal information, especially choices to repeal or
continue policies established during the mandate of the incumbent. The incumbent can
privately obtain signals as to the effectiveness of the policies she has chosen at the be-
ginning of her term. Repealing a policy signals to voters that it was a mistake, reducing
the perceived ability of the incumbent in the eyes of voters. The voters’ desire to win in-
teracts with policies’ signaling properties and the incumbent’s advantage in determining
re-election prospects. We find that the impact of the desire to be on the winning side on

pandering is non-monotonous. While in Panova (2015), the bandwagon effect explains



policy persistence, in our setup the reverse effect can arise: When the voters’ desire to
win is strong, it interacts with the incumbency advantage in such a way that the incum-
bent no longer finds it optimal to distort her policy choices to avoid signaling and ensure
re-election. The desire for conformity thus limits strategic persistence of failing policies.
Our approach The incumbent! is appointed to choose some policy. Her abilities as

2 Her actions while in

a policymaker are unknown even after her initial policy choices.
office therefore affect voters’ perceptions about her competence and influence her re-
election chances. The incumbent responds to her anticipations of voters’ decisions in or-
der to maximize her chances of being re-elected (Harrington Jr 1993; Heidhues and Lager-
16f 2003; Laslier and Van der Straeten 2004; Gratton 2014). This can lead to pandering,
when the incumbent chooses an inefficient policy (Heidhues and Lagerl6éf 2003; Gratton
2014). In our set-up pandering takes the form of maintaining a failing policy in order not
to reveal an initial mistake. Politicians typically are motivated by both choosing adequate
policies and ‘ego rents’ from being in office (Canes-Wrone, Herron and Shotts 2001; Dur
2001; Maskin and Tirole 2004; Casamatta and De Donder 2005; Duggan and Fey 2005; Per-
ess 2010) and have incentives to pander because of these rents (Canes-Wrone et al. 2001;
Maskin and Tirole 2004).

We analyse how voters’ desire to win affects the probability of pandering, when the
incumbent benefits from an incumbency advantage. We consider pure strategy Perfect
Bayesian Equilibria (PBE). Two polar cases emerge: One is the socially efficient strategy
equilibrium (shortened to S), where the incumbent uses her information to promote the
social interest efficiently. The other is the office-seeking, private-interest strategy equilib-
rium which entails pooling (shortened to P): the incumbent ignores her information and
continues her policy independently of her private information on its success. The incum-
bent implements an inefficient decision in order to avoid revealing information on her
capacities. We analyze the conditions under which each of these two equilibria emerge
depending on the size of ego rents. Ego rents indeed measure the extent to which an

elected politician can appropriate benefits from being in office ranging from status and

lFor convenience, we refer to the incumbent as ‘she’ and each voter as ‘he’.
2This can arise because the policy will take time for its effects to be observed by voters, or because it will affect voters only in certain

circumstances or after the election date, as for defense or some education policies.



power to bribes. The larger the ego rents, the more likely will an incumbent be to sacrifice
efficiency in policy-making to ensure re-election. Because voters’ conformism affects re-
election pressure, it influences the degree of pandering. We also discuss how the desire for
conformity can lead to coordination on an inefficient equilibrium when there are multiple
independent voters and can explain the impact of media coverage and opinion polls, with
implications for inefficient policy persistence.

The policy choices of the incumbent will depend on the interaction between inde-
pendent voters’ desire to win, their updating based on policy choices, and the propor-
tion of the incumbent’s partisans. We will consider in particular the case of ‘incumbency
advantage’, in which the incumbent’s partisan outweigh the opponent’s (Ashworth and
De Mesquita 2008). Incumbency advantage is an important phenomenon in re-elections,
and is well documented in the United States.3. that empicially appears as a critical deter-
minant of success in re-elections(Levitt and Wolfram 1997; Trounstine 2011; Snyder, Folke
and Hirano 2015). Partisan imbalance plays an important role in our model as it inter-
acts with the voters’ desire to pick the winner (what we call with some abuse of language
‘conformity’).

We consider two periods, an election taking place at the end of the first period, between
the incumbent and an opponent. The competence of the incumbent and that of the future
opponent are both independently determined by Nature. The incumbent designs and
implements a policy at the beginning of the first period. During this first period (her office
term), the incumbent gets a private, fully informative signal about the policy’s effects. If
the policy is a success, it is socially efficient to continue implementing it. Conversely, if the
policy is a failure, it is socially efficient to terminate it to reduce the loss. Voters can observe

the decision to continue or repeal the policy and update their beliefs as to the ability of

3Levitt and Wolfram (1997) report that incumbents can achieve re-election rates of around 90%. Holding office can provide resources
to incumbents, for example, more media coverage for increasing their visibility among the public(Prior 2006) and additional financial
support for their campaigns(Gerber 1998). A large literature has been devoted to the topic of incumbency advantage(Erikson 1971;
Gelman and King 1990; Ansolabehere and Snyder Jr 2002; Ashworth and De Mesquita 2008; Lee 2008; Erikson and Titiunik 2015). Cox
and Katz (2002) suggested that changes in redistricting since 1964 have contributed to an increased mismatch between challengers and
incumbents, enhancing the incumbency advantage. Lee (2008) shows that in Congressional elections, a party which wins with a small
number of additional votes, in a very close election (suggesting the electorate is very balanced between the party and its opponent),

benefits from a 35% higher probability of winning the next election.



the incumbent. A high-ability incumbent is more likely to initially choose an efficient
policy, and thus less likely to terminate policies. Hence the incentives of the incumbent to
inefficiently persist to increase her re-election chances.

We analyse the conditions under which a social equilibrium (S) and a pooling equilib-
rium (P) emerge. Compared to the nonconformist case, when voters have a weak desire
to win, the conditions on ego rents become more restricted in S and less restricted in P:
Because the weak desire to win causes the incumbent to pander more, the incumbent’s
re-election pressure goes against social interest. This result contrasts strongly with the
usual role attributed to re-election pressure in disciplining politicians and other elected
officials. It is however in line with Dur (2001). To the contrary, when voters have a strong
desire to win, the social equilibrium § exists, but not the pooling one P, no matter what the
"ego rents" are. A strong desire to win thus fully eliminates the incumbent’s pandering. In
short, re-election pressure in our model damages social interest, via pandering, when in-
dependent voters have a weak desire to win, but not for strong ‘conformism’. Incumbency
advantage(Lee 2008)*, measured as the chance to be re-elected thanks to partisans, influ-
ences conformist independent voters (while it would have no impact on non-conformist
voters). Because of the incumbency advantage, conformist independent voters tend to
prefer the incumbent, and this effect dominates when they have a strong desire to win. In
that case, the incentive of the incumbent to distort policy choices in order to be re-elected
disappear. However, when the desire to win is not so high, it only increases the probability
that independent voters prefer the incumbent, without eliminating all uncertainty about
the winner; The incumbent’s strategy then depends on her type, incumbency advantage
and ‘ego rents’.

Related literature Our model relates most directly to the one proposed by Dur (2001).
Dur (2001) considers a model in which repealing an implemented policy is a bad signal
to uninformed voters about an incumbent’s policy competence. The author character-
izes the conditions under which the incumbent’s optimal choice is always to continue her
policy, even if it is a failure. Contrary to Dur (2001) we assume that the incumbent has

private information on her own policy competence. Voters in Dur’s model have common

4 (Lee 2008) has introduced a method for estimating what is generally considered as the partisan incumbency advantage.



interests and are treated as a single representative independent voter, which is a standard
assumption in the literature(Canes-Wrone et al. 2001). However, in the real world, par-
tisans form a large share of voters (Swank 1995; Feddersen and Pesendorfer 1996, 1997;
Bartels 2000, 2002; Brader and Tucker 2009; Klar 2014; Helland and Serensen 2015). Fed-
dersen and Pesendorfer (1996, 1997) distinguish between ‘partisans’ who always vote for
the same alternative and ‘independents’ who want to select the best alternative. We thus
assume that the incumbent faces three types of voters: the incumbent’s partisans, the op-
ponent’s partisans, and the independent voters, who are conformist (Bartels 2000). This
allows modeling the incumbency advantage that arises from a larger proportion of parti-
sans for the incumbent. Independent voters may or may not make the election, depending
on this incumbency advantage, and this has an impact on their vote given that they wish
both to select the more able candidate and be on the winning side. This effect is at the
core of the results we obtain.

Roadmap The remainder of the paper is organized as follows. In section 2, we present
the model. Section 3 characterizes S and P in the benchmark case of no conformity desire.
In section 4, we consider S and P with a conformist independent voter. We conduct a
comparative analysis in section 5. Section 6 briefly discusses the impact of coordination

and media coverage. We conclude in section 7. All proofs can be found in the appendix.

2 The model

2.1 Setup

An incumbent makes decisions in period 1, first about some policy to follow, then about
whether to continue it or not. At the end of the period, the incumbent faces an opponent
in an election under majority rule. The result of the initially chosen policy will be not ob-
served by voters before the re-election closes. The winner of the election makes decisions
in period 2. The two candidates have private information on their ability. The voters can
infer information as to the ability of the incumbent based on whether the latter discon-
tinue his first-period policy before the election or not. Discontinuing it signals that the

incumbent learned the policy was a bad one; and more able politicians are less likely to



pick up a bad policy in the first place.

The voters are divided into three different groups: incumbent’s partisans, opponent’s
partisans and independent voters. The independent voters are modeled as a representa-
tive agent (we discuss this assumption in section 6).

The candidates Each candidate is privately informed on her type, which can be H
(high ability) or L (low ability). A H-type candidate has a probability # that her policy is a
success, while the corresponding probability for a L-type is [, where 1 > h > [ > 0.

The prior beliefs about a candidate having a high ability H is u for the incumbent and
o for the opponent.

We assume that p, is randomly drawn from [0, 1] according to a c.d.f. G(-): [0,1] — [0, 1],
and will focus on the uniform distribution over [0,1].

We assume that the identity of the challenger becomes known just before the re-election,
as in Dur (2001). So p, is unknown to the incumbent at the time she makes her decision

to continue or not her initial policy, but y, is known to voters when they vote.

* Candidates care about social welfare and have ‘ego rents’ X; if they are in office in

period t.

Policy choices In the first period, after policy implementation, the incumbent privately
learns whether the policy is a ‘success’ or a ‘failure’ (voters will only learn this after the
election has taken place). The incumbent can then choose whether to continue (C) or to

repeal (R) her policy, d € {C, R}.
* Repealing a policy during the first period nullifies all associated costs and benefits.

» Ifthe period- policyis a success and it is not repealed, it generates an expected social

benefit b;, where b, > 0 and b, = 1 by normalization .

* If the period- policy is a failure and it is not repealed, it generates an expected wel-

fare loss c¢; > 0.

In period 2, because of the absence of re-election concerns®, a politician always con-

50ur results would also hold if re-election occurred also in period 2 but the type of abilities revealed by repealing or not the policy
was no longer be a parameter of interest to voters at this time (e.g., because of a changing environment or of sufficient learning on

abilities during period 2). The politician would then not have incentives to distort policy choices for signaling motives during period 2.



tinues her policy if it is a success and repeals it if it is a failure, no matter what her type
is. Due to this feature, we focus on the incumbent’s strategies in period 1. In the second
period, a high ability (H-type) [resp. a low ability (L-type)] politician always generates an
expected welfare of hb, = h [resp. [b, = []. This implies that the value of electing a high-
ability rather than a low-ability candidate at the end of the first period is exactly equal to
h—1.

Voters Each voter casts one vote for the incumbent or the opponent in the re-election
and there is no abstention (Callander 2008). If there is a tie, the winner is the opponent. We
assume that more than half of the voters are partisans who always vote for their preferred
candidate, be it the incumbent or the opponent, independently of the incumbent’s policy
performance and other voters’ actions. The other voters are independent voters who are
assumed to be ‘conformists’, or more precisely, have a desire to ‘win’ and ‘belong to the
majority’ (Ding 2017), in addition to wishing to select the most able candidate (that it, the
one whose decisions will generate the highest expected welfare).

When the incumbent’s decision d in period 1 is observed by independent voters, they
revise their prior belief y that she is H-type using Bayes’ rule. We denote u(d) the voter’s
revised belief when he observes decision d. The preferred candidate of a conformist voter
depends not only on the comparison between the a posteriori probability u(d) that the
incumbent is H-type and the probability u, that the opponent is H-type, but also on his

expectations about the winner of the re-election.

e It is common knowledge that the percentage of the opponent’s partisans out of all
voters is always less than %, so that the opponent can only win when when she is

choosen by the independent voter.

* The probability that the incumbent’s partisans are numerous enough (more than 1/2)
to ensure the incumbent’s victory independently of the independent voter’s decision

isp,pe(0,1).

Probability p (inversely) measures the importance of independent voters, and thus of
policies as signaling devices, in the re-election. A lower value means more re-election

pressure for the incumbent.



We denote p the probability that the incumbent gets re-elected: p, equals 1 when the
independent voter prefers voting for the incumbent, and p otherwise. The decision for the
independent voter to choose the incumbent is itself a function of beliefs u(d) and u° and
of the desire for being on the winning side, as will be detailed along the analysis.

The possibility that the incumbent’s partisans are enough to guarantee victory, while
the opponent’s partisans never are, reflects incumbency advantage. Incumbency advan-
tage is common to congressional elections and all state-wide offices (Erikson 1971; Cover
1977; Ansolabehere and Snyder Jr 2002). It depends on the exogenous electoral environ-

ment.®

2.2 Timeline

Table Timeline

Period 1

o t=1

Nature determines the (privately known) type of the incumbent,

who then implements a policy.

* The incumbent observes a fully informative signal about the effect of the policy,
and decides whether to continue or to repeal it.

» Nature draws the (privately known) type of an opponent for re-election.

« Re-election holds under majority rule and simultaneous voting.

When there is a tie, the opponent is elected.

Period 2

» The winner of the re-election implements her policy.

» The winner observes a fully informative signal about the effect of the policy,
and chooses (efficiently given that there is no re-election at this date) to continue

the policy if successful and repeal it otherwise.

6Incumbency advantage does not depend on the policymaking competence of the incumbent, but rather on the ability to communi-
cate and campaign effectively to mobilize partisans(Schipper and Woo 2014). This assumption is consistent with the empirical political
behavior literature (Cox and Morgenstern 1995) and the fact that partisans do not interpret government action objectively (Campbell
1980). People who identify with the governing party indeed perceive the results of economic policy more positively than subjects who

identify with the opposition (Conover, Feldman and Knight 1986, 1987; Bartels 2002; Gerber and Huber 2009).
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2.3 The utility of the incumbent in period 1

When the incumbent chooses policy d, d € {C, R} (continuing or repealing the policy), her
expected utility is

Elu!(d)] = [Vi(d) + X1 + E[Va(d) + p(d) X2].

Here V;(d) is the expected utility from the implemented policy outcome and X; are ego
rents in period ¢, and p(d) is the probability that the incumbent wins in the re-election.

The incumbent chooses d to maximize E[u!(d)]. Her expected utility is Ul= mazé} {E[ul(d)] }
€

)

2.4 The utility of an independent voter

Independent voters are assumed to be risk-neutral, self-interested and conformists. They
care both for policy outcomes and for voting for the winner. In order to avoid issues re-
lated to the relative size of the desire to win and the probability that each single inde-
pendent voter is pivotal’, we assume that independent voters are represented by a single,
representative, independent voter, faced with partisan voters.

Because in period 2 both the incumbent and the opponent will, if elected, always con-
tinue only good policies (which yield a benefit b, = 1 instead of 0 for a bad policy that gets
repealed), the difference between the two candidates lies in their expected policy compe-
tence in designing a successful policy. A H-type [resp. a L-type] politician generates a pay-
off hby = h [resp. Ib, = l]. The benefit from electing an able politician rather than a low-
ability one is thus exactly h — /. An independent voter gets an expected payoff from policy
choices given by u(d)h + (1 — u(d))! when the incumbent gets elected, and poh + (1 — )1
otherwise.

Conformity provides an additional reward W (W > 0) if the independent voter votes

for the winner in the re-election. This reward is obtained for sure when he votes for the

“The desire to pick the winner should not systematically overrule the desire to achieve good policies. To avoid dealing with multiple
conditions to ensure this for all configurations, we consider a representative voter. The literature on voter turnout has often used the
concept of quasi-symmetric mixed-strategy Nash equilibrium in which the voters in favor of the same alternative use the same strategy.
In our specific context, this reduces to considering a representative voter. Media coverage, opinion polls or political advertising can
serve as coordination devices. Furthermore, Pivato (2017) considers the coordination as voter correlation amongst independent voters

via a social network because of a culture.
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incumbent (p = 1), but only with probability 1 - p if he votes for the opponent (p = p). This
is a crucial way in which conformity and incumbency advantage interact.

An independent voter’s utility is (h — I)u(d) + W when he votes for the incumbent and
(h—Dipu(d) + Q- p)uel + (1 — p)W when he votes for the opponent.

An independent voter thus re-elects the incumbent if and only if (h— Du(d)+ W = (h -
Dipu(d)+ Q1 —=p)usl + W(1 - p), that is:

p
—W
1-p)h—-1D

It is as if the voter’s beliefs about the ability of the incumbent were improved by a

u(d) + > .

‘conformity bonus’ W that increases with both incumbency advantage p and the

p
(1-p)(h-D
strength of the desire to win, W, and decreases in the value of selecting a high-ability can-

didate, h— 1.

2.5 Definition of equilibrium

The formal definition of a Perfect Bayesian Equilibrium in our game is given in the ap-
pendix.

The incumbent’s socially efficient strategy entails continuing her policy if it is a success,
and repealingitifitis a failure. Equilibrium S is characterized by {(d = C/policy succeeds), (d =
R/policy fails), u(C), u(R), Vote(C), Vote(R)}, where u(C) and u(R) are the revised beliefs
of an independent voter upon observing C and R respectively, and Vote(C) and Vote(R)
are the voting decisions that maximizes the voter’s utility given his beliefs. In this equilib-
rium the incumbent uses her private information optimally, which promotes social inter-
estin period 1.

Conversely, in equilibrium P, the incumbent hides her information by always contin-
uing the policy even though this is inefficient when the policy is a failure. P is charac-
terized by {(d = C/policy succeeds), (d = C/policy fails), u(C), u(R), Vote(C), Vote(R)} and
is a pooling equilibrium. In this equilibrium inefficient policy persistence arises as the

incumbent never repeals a failing policy before the election date.
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3 A benchmark: No desire to vote for the winner

We first study the conditions under which S and P arise when voters do not benefit from
picking the winner (W = 0). The condition that determines the winner, (2.4), is simplified

to (1):

pld) > po. (1)

An independent voter indeed re-elects the incumbent in period 1 only when the a pos-
teriori probability that the incumbent is H-type, u(d), exceeds the prior probability that
the opponent is H-type, ;.

3.1 The social equilibrium S

We suppose that the independent voter believes that the incumbent uses the S strategy. If

the policy is continued, the a posteriori probability that the incumbent is H-type is:

___ kh
Cph+ Q-
If the policy is repealed, the a posteriori probability that the policymaker is H-type is:

o) @)

_ u(—h)
pl-m+1-wa-0
Because h > [, it follows that 1 > u(C) > u > u(R) > 0, i.e., continuing (repealing) the im-

L(R) (3)

plemented policy increases (decreases) the voter’s posterior belief that the incumbent is
H-type. In the absence of desire for conformity, the beliefs of the voter about the incum-
bent are exactly the thresholds on p,, the beliefs about the opponent, that ensures that
the voter prefers to vote for the incumbent. This will no longer be the case when voters are
conformists.

We suppose that the incumbent in period 1 maximizes her utility function U’, where p
is decided by partisans and independent voters. Proposition 1 gives the conditions under

which the incumbent follows the S strategy.
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Proposition 1 When W =0, S appears if:
X2 <Dy, 4)
where

_ 2 MO+ p®)
" (1= PO - p(B)] 2

(O (h+D—(h-1.

When there is no conformity, the incumbent prefers to use her own information about
the best policy in a socially efficient way when ego rents are sufficiently small compared
with the cost of continuing a failing policy till re-election (weighted by the inverse of the
change in beliefs this yields) and a term that reflects the probability that the efficient de-
cision (yielding benefit b, = 1) is implemented in period 2. Because the incumbent cares
for social welfare even when not in power, the condition incorporates the expected ability

of the opponent given that he wins the election (details are in the appendix).?

3.2 The pandering equilibrium P

We now suppose that the independent voter believes that the incumbent continues her
policy independently from her information on its success (P strategy). Continuing a policy
is thus uninformative. P is a pooling equilibrium where the posterior belief about the
incumbent type equals the prior u.

The independent voters’ beliefs if the incumbent repeals her policy (an out-of-equilibrium
move) cannot be determined by Bayes’ rule®. As Dur (2001), we assume that in that case
the voter concludes that the policy has been a failure and updates the probability that the
incumbent is H-type to u(R) (as in (3)).

Proposition 2 When W =0, P appears if:

X5 > V¥, 5)

81f we had assumed that the incumbent cares for social welfare only when in power, the exact conditions would have been different,

but the insights we obtain on the impact of incumbency advantage and conformity would hold.
9Because repealing the policy is of zero probability in a pooling equilibrium, we need to make assumptions on the out-of-equilibrium

beliefs. We have chosen to assume that the voter believes the incumbent is playing according to a separating equilibrium, which implies
that he believes her probability of being H given that she has repealed the policy is g(R). While other assumptions could be made,

including passive beliefs, this has a very minimal impact on our results.
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where
C1 Y U(R)

= (h+ D).
(- p)p—pR)] 2

Yo

If the incumbent cares sufficiently about holding office relative to social welfare (mea-
sured again by the cost of a failing policy in period 1 and the probability that the efficient
policy will be implemented in period 2 given the expected ability of the opponent), she
never repeals her policy.

Our results in this benchmark case are in line with those in Dur (2001), in which there

is no conformity, up to some differences due to our assumptions.!°

4 Policy efficiency in equilibrium with conformist voters

Assume now that voters are ‘conformists’ who want to pick the winner: W > 0. We focus in
this section on the conditions under which the efficient equilibrium S and the inefficient
one P (characterized by excess policy persistence) exist.

Note that we have a natural continuity result: when W tends to 0, the threshold values
on ego rents X, that guarantee the existence of the two PB.E.s tend to the ones for the
benchmark case of W = 0.

In a separating equilibrium updated beliefs after observing that the first-period policy
is continued, or repealed, are given by the same expressions as before (respectively (2)
and (3)). The condition for an independent voter to vote for the incumbent in a separating
equilibrium is
"
As mentioned it is as if the beliefs about the ability of the incumbent were increased

p
1-p)(h-D

w(d) but on the augmented value Hs (d).

1 (d) = pd) + > Ho )

by a ‘conformity bonus’ W so that the voting decision will not depend on beliefs

In a pandering, pooling, equilibrium the voter does not adjust his belief in response to

the incumbent’s decision to continue her policy. As in the benchmark case, if she repeals

10The differences between the two models come from different assumptions: First, we assume that the incumbent knows her own
type. In Dur (2001) the incumbent and the voters have the same prior belief about the incumbent’s ability. Second, we have partisan

voters, and their proportion affects the probability p, which enters the conditions under which equilibria S and P exist.
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her policy, we assume that the voter’s out-of-equilibrium beliefs are given by u(R). The

condition for an independent voter to vote for the incumbent in a pooling equilibrium is

P p
— W
K =pt-1

% > o (7)

Since p(C) > u > p(R), we have ES(C) > HP > HS(R) (the S strategy is more informative
than the pooling one).

The thresholds on y, that ensure that the voter prefers to vote for the incumbent are
now different from the revised beliefs (¢, u(C) and p(R)) and are increasing in the gain
from choosing the winner, W. Moreover the degree to which these thresholds increase
with W is determined by the extent of the incumbency advantage as measured by p. Be-
cause the opponent only gets elected with probability 1 - p, voting for the opponent entails
a risk of losing W, which acts as if the opponent’s capabilities were lower, or equivalently
as if the incumbent’s capabilities were higher than they really are. This effect is at the core
of the results we obtain on equilibrium existence and their implications for policy persis-

tence.

4.1 The social equilibrium S with conformity

The conditions for the separating socially efficient equilibrium to emerge bear on the size
of the ego rents compared with thresholds on the benefit b; of continuing a good policy

and the cost c; of not repealing a bad one in the first period.

Proposition 3 @)When W = [1 — u(R)](h - l)l_Tp, S exists for VX, > 0.
b)When [1 — u(R)](h— 1)1_7” >W>[1-ulh- l)l_Tp, S exists if and only if

D} < Xp < Y, 8)
where s
- 1+up°(R)
Q)SE + — h-1),
P apn-pm 2 Y
1-pS(R)
®S = a = (h-D.
Caopn-pw 2 Y
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co)When [1 - u(C)](h- l)l_Tp =W >0, S exists if and only if
X, < @3, 9)

where
a _S(C)+_S( )(h D-(h-=-1
- +D—(h-1D.
(1-p)[uS(C) —uS(R)] 2

®;

Assuming q)g > CDf, the following figure 1 presents the equilibrium regions where the
horizontal and vertical axes correspond to levels of independent voters’ desire to win and
the incumbent’s ego rents. !!

W = [l—y(R)](;z—l)(l—p)

Voters’ desire to win \

S S
/ CI)b (ID1

Incumbent’s ego rents

Figure 1: The equilibrium regions where d)‘; > d)f > CI)g >0.

When the independent voter votes for the incumbent, she always wins, but when he
votes for the opponent, the opponent may or not be the winner. Conformity thus creates
a preference of independent voters for the incumbent (p becomes larger with conformity).

Incasea), W = [1-u(R)](h—-1) 1_7”, or equivalently the conformity bonus Wp(h—l) W is
larger than 1 — p(R). This ensures that ES(R) = u(R) + (l_p)%w is larger than 1: Because
of the independent voter’s strong desire to win, the incumbent gets re-elected even if she
repeals her policy. Therefore, no matter what her ego rents X are, she prefers the efficient

decision.

g <I>§ =< CIJf or @i <0, the corresponding figures are easy to draw. We omit them here.
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In case b) where [1 — u(R)](h - l)l_Tp >W > [1-uO)](h- l)l_Tp, the incumbent gets
re-elected for sure only if she continues her policy (the conformity bonus is such that
HS C)>1> HS (R)). Therefore S exists if and only if condition (8) is satisfied. This condi-
tion imposes that the incumbent’s ego rents X, belong to some interval, which gets larger
when incumbency advantage (measured by p) increases.

In case c¢) where [1 - u(C)](h - Z)I_TP > W > 0, the incumbent loses the election with
probability 1 — p whatever her decision d (indeed the conformity bonus is small so that
ES (C) < 1). Equilibrium S exists under condition (9). Comparing these conditions to the
benchmark case where W = 0, we see that the desire to win (or ‘conformity’) affects the

existence condition (9) via the ‘conformity bonus’ W: The characteristics of the

S
(1-p)(h-1)
equilibria are similar once one replaces the independent voter’s posterior beliefs by their

version augmented by the conformity bonus.

4.2 The pandering equilibrium P with conformity

Proposition 4 a)When W = [1 - pu(R)](h— l)l_Tp, P does not exist.
b)When [1 - u(R)](h - 1)1_7” >W>(1—p)h- l)l_Tp, P exists if

X, > WP, (10)
where s
1+ uS(R)
P a +—=""(h-1)
(1—P)[1—ES(R)] 2
c)When (1 -pu)(h— l)l_Tp > W >0, Pexists if
X, > P, (11)
where P
g+ pe(R)
P a = = (h+D.

V! = —
2T -p)f - pSR) 2

We always have \I’g < ‘Pf for identical thresholds uS(R). For this ordering, figure 2
presents the equilibrium regions where the horizontal and vertical axes correspond to lev-

els of independent voters’ desire to win and the incumbent’s ego rents.
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W = [1—N(R)](;l—l)(1—p)

Voters’ desire to win \

X

/ ! pP Foo

Incumbent’s ego rents

Figure 2: The equilibrium regions where \I’g < \I’f .

Conformity gives the independent voter an extra gain in choosing the incumbent. Thus,
the incumbent a greater chance of winning, i.e., p increases with the conformity gain W.
Furthermore, for the incumbent the probability of winning via pandering is amplified.

The thresholds determining the existence of the pandering equilibrium are the same as
the ones for the socially efficient one. In particular, the S equilibrium always exists under
the conditions for which P does not exist. In case a) where W = [1 — u(R)](h—1) 1—pr aswe
have seen in the analysis of S, the incumbent wins in the re-election even if she repeals the
policy (Hs (R) > 1 given the size of the conformity bonus). Therefore, she always repeals a
failing policy to avoid cost ¢; and P does not exist.

In case b) where [1 — u(R)](h - l)l_Tp >W>Q-ph- l)l_Tp, when independent voters
believe that the incumbent follows P strategy, the incumbent definitely wins in the re-
election only if she continues the policy (ES(C) >1> ES (R)). Therefore, P exists if the
incumbent cares sufficiently about holding office relative to social welfare or has a higher
degree of incumbency advantage.

In case c¢) where (1 — ) (h - l)l_Tp > W > 0, the incumbent cannot ensure re-election
with certainty through her decision d (u°(C) <1).

Conformity affects the existence condition (11) entirely by changing the thresholds on
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posterior probabilities that ensure that the voter chooses the incumbent (i.e., u5(C), u°(R)
and u®). The conformity bonus is thus the essential element that drives which type of

equilibrium exists.

4.3 Discussion

To summarize, the condition on W that ensures that the socially efficient equilibrium al-
ways exists also guarantees that the pandering one never exists: This corresponds to the
case in which the desire to be on the winning side (desire for conformity) is strong enough
that, once augmented by the conformity bonus, the beliefs of the independent voter al-
ways lead him to choose the incumbent.

There are two other intervals for lower values of W, corresponding to cases b) (inter-
mediate W) and ¢) (small W), in which equilibrium existence depends on the size of ego
rents compared with expected politician ability and policies’ costs and benefits.

The next section specifically studies how the desire for conformity enlarges or restricts

the set of parameters compatible with the socially efficient and the pandering equilibria.

5 The effect of conformity on policy persistence

This section analyses whether ‘conformity’, understood as the desire to be on the winning
side, makes it more likely that the socially efficient equilibrium S exists, and whether it

reduces pandering P.

5.1 The socially efficient equilibrium S
Using proposition 3, we consider the impact of conformity on the socially efficient equi-

librium for each of the three cases defined by the value of winning W'.

Strong conformityvalue From Proposition 3 we know that for a strong desire for conformity
(and contrary to the case of nonconformist voters), the socially efficient equilibrium S

exists no matter what the incumbent’s ego rents X; are.
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When W = [1 - u(R)](h— l)l_Tp, probabilities are such that Hs(d) =12 py(vd e {C,R}):
The independent voter votes for the incumbent no matter what her decisions d are. De-
cision d is not be affected by re-election pressure and the socially efficient equilibrium S
exists for VX, > 0. When W = 0, S exists only if the condition (4) is satisfied, because of

re-election pressure.

Lemma 1 A desire for conformity strong enough that W = [1 - u(R)](h—1) 1_7’7 increases the
set of parameters for which the incumbent behaves efficiently, compared with no desire for

conformity.

Intermediate conformity value  When [1-u(R)](h—D=E > W > [1-u(O) (k- D=L, pS(C) >
1> Hs (R) and G(HS C))=1> G(HS (R)). This means that if the incumbent’s decision is C,
the probability that y, is smaller than HS(C), is 1; and if the incumbent’s decision is R,
the probability that y, is smaller than HS (R), is smaller than 1. If the incumbent chooses
to continue the policy (d = C), it increases the independent voter’s posterior belief that
her type is H above the prior belief that the challenger’s type is H. This is not the case for
decision R. We see that the condition of S from the condition (4) is X, € (0,®g), and from
(8) is X, € (3, DY).

Conformity induces § if [0, o) < (@7, ®°). This requires ®? <0, i.e., for condition (12)

to be satisfied:

2by
— >
(1-p)(h-1D

When condition (12) is satisfied, continuing the successful policy is preferred to repeal-

1- [HS(R)]? (12)

ing it for a L-type incumbent (independently from X>). This is an appealing assumption
since a L-type incumbent would only want to repeal a successful policy in order to help
the opponent win the election (in order to obtain the second period welfare benefits from
a policy chosen by a more able politician). Assuming that the incumbent prefers to win
the re-election even when she knows being of low ability appears quite in line with actual
politics.

Consider now the condition for d)f > @. It writes:
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C1 { 1 _ 1
wC - R 1-pS(R)

When condition (13) is satisfied, the voter believes that the incumbent uses the S strat-

1+uS(R)
=t O R LCUIA
2 2 1-p

b (13)

egy, and uses Bayes’s rule to update his belief about her type after observing her decision. If
repealing the failing policy is preferred by the incumbent when voters are nonconformists,
then it must also be preferred when independent voters are conformists (who vote more
easily for the incumbent).

Conditions (12) and (13) ensure that (0, ®g) < (®°, @f). This implies that the conditions

under which S arises are more easily satisfied under conformity than without conformity.

Lemma 2 When [1 - u(R)](h— l)l_Tp >W>[1-u)]h- l)l_Tp, if the conditions (12) and
(13) are satisfied, (0,Dg) < (DY, CD‘f): Conformity enlarges the set of parameters for which the

socially efficient equilibrium S exists, but under these specific conditions.

The case of an intermediate desire to vote for the winner, W, highlights the complex
role played by this variable: Conformity may induce the efficient equilibrium for a larger

set of parameters but only under two conditions.

Weak conformity value When [1 — u(C)1(h - l)l_Tp >W>0,1= G(ES(C)) > G(ES(R)), ie., if
the incumbent’s decision is C, the probability that u, is smaller than ES(C), is no more
than 1; and if the incumbent’s decision is R, the probability that u, is smaller than ES(R),
is smaller than G(i°(C)).

In this third case the incumbent’s decision d may not ensure that the independent

voter’s posterior belief is higher than the belief about the opponent, p,.

Lemma 3 Assume [1—u(C)](h— 1)1‘7” =W >0. Then X; € (0,®3) implies X, € (0, D).
A weak desire for conformity (W small but above 0) reduces the set of parameters for

which the efficient equilibrium S exists, compared with no conformity.

Because of the incumbency advantage, when the independent voter votes for the in-

cumbent, the latter always wins the election; while when they vote for the opponent, the
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opponent may still not win. This provides an advantage to the incumbent for an indepen-
dent voter who cares for conformity. For a weak desire for winning however, this advantage
is not enough to ensure that an independent voter always prefer to vote for the incumbent
whatever her expected ability. Continuing a policy increases the chance of winning, since
winning is not guaranteed by the interplay of incumbency advantage and desire for con-
formity.

The condition under which § arises has become more restricted: it is less likely that an
incumbent follows her information when deciding whether to repeal her policy in period
1. Weak conformity (a weak desire to win) tends to lead to more pandering and hurts social

interest.

5.2 The pooling equilibrium P

Strong conformity value As we have seen, when W = [1-u(R)](h—1) 1_7”, an independent
voter will vote for the incumbent no matter what her decision is. The incumbent always
wins the election so her decision is not affected by signaling concerns. Because b; > 0 and

c1 >0, P cannot arise, no matter what the incumbent’s ego rent X5 is.

Lemma4 When W = [1 - u(R)](h— l)l_Tp, the pooling equilibrium P cannot arise, while it

exists when W = 0 under condition (5). Strong conformity eliminates pandering.

Intermediate conformity value When [1 — u(R)](h — l)l_Tp >W>QAQ-ph- l)l_Tp,
G(") =1> G’ (R), i.e, if the incumbent’s decision is C, , is always smaller than u”,
while following decision R, p, is larger than HS (R) with a non-zero probability. Decision
C makes the independent voter believe she is more likely to be of type H than the oppo-
nent, but decision R does not. The conditions for the equilibrium to arise become (5):
X5 € (Wy, +00) in the absence of conformity, and (10): X, € (‘I’f , +00) for conformity.

The threshold for pandering is higher under conformity (\Pf > W) if and only if

C1 1 1

P+ p(R) 3
1-plp—p@® 1-pS@RT

(h+1)>

%[1 + SR (h -1+ (14)

When condition (15) is satisfied and (1 - u(R)](h—D=E > W > (1 - p)(h— ) =L, an in-

dependent voter believing that the incumbent uses the P strategy, uses Bayes’s rule to
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update his belief about her type only after observing her out-of-equilibrium decision R,
and retains his prior belief after observing her decision C. If repealing the failing policy is
preferred for the H-type incumbent facing conformist independent voters, then it is so as
well in the absence of conformism. The condition of the emergence of P with conformity
has become more restricted than with W = 0: Pandering decreases with the independent

voters’ desire to win.

1-pR)Ih-DA-p)

Lemma5 When >W >

w, if the condition (15) is satisfied, con-

formity makes P less likely, as

(PP, +00) < (P, +00).

Replacing p°(R) by its expression p(R) + mw, we can rewrite condition (15) as
1 R 1 1
Lt s L B gy s O - ; 1, (15)
2 1-p 2 1=p p=p@®) 1-@ld+g55m5W)

which is unambiguously easier to satisfy when W increases. In words, conformity is more
likely to prevent the emergence of an equilibrium with pandering as one gets closer to the
upper bound of the relevant interval for W.

Small conformity value When (1-u)(h-1) 1_7” > W >0, the conformity term w

b
(h-D(-p)
is lower than 1 — p and is not large enough to ensure that the incumbent’s decision leads
to revised beliefs superior to p,. We have 1 = G(u”) > G(u*(R)). The incumbent’s deci-
sion (C or R) does not induce a posterior belief about her ability sufficiently high to always

overcome the belief about the opponent.

Lemma 6 When (1 - p)(h— l)l_Tp >W >0,(¥,+00) € (WP, +00). Pandering emerges for a

larger set of parameters under weak conformity than in the absence of conformity.

Discussion The incumbent’s pandering increases with the independent voters’ desire
to win, as long as this desire is weak enough. Conformity indeed makes independent vot-
ers prefer the incumbent to the opponent in our model. The desire to win amplifies any
positive effect of pandering on the winning probability. Thus, the incentive to pander in-
creases with conformity. This in turn increases the range of parameters for which the in-

cumbent prefers continuing a failing policy in spite of her information. When the confor-
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mity bonus becomes large enough, the certainty of winning overrides this adverse effect

of conformity, so that pandering emerges less often for high values of W.

Proposition 5 A weak desire to be on the winning side, in the sense of a conformity bonus
lower than 1 — u, increases the range of values of ego rents X, for which inefficient policy

persistence arises in the first election term. Weak conformity degrades social welfare.

A strong desire to be on the winning side, in the sense of a conformity bonus larger than
1—u(R), increases the range of values of ego rents X, for which policies are efficiently con-

tinued or terminated in the first election term. Strong conformity improves social welfare.

6 Multiple independent voters

In our model, independent voters have been modeled by a representative agent (as if inde-
pendent voters could perfectly coordinate). This section discusses the case in which there
are many independent conformist voters'2

In the context of conformism, the coordination of votes with other independent voters
is of value to each independent voter. That is because each voter may not have a weakly
dominant strategy. In the absence of conformism, and because there is no cost to voting,
a voter finds it weakly dominant to vote for his preferred alternative. This is no longer so
with conformism since a voter may now prefer to vote for his less preferred alternative if he
believes the latter to be preferred by a majority. Strategies are thus dependent on beliefs.
Political advertising, biased media and opinion polls can all change equilibrium outcomes

by changing the perceived probability that the incumbent wins the election.

6.1 An example of inefficient equilibrium due to conformism

Consider the situation in which i) independent voters would vote for the incumbent be-
cause his expected competence, p(d), is higher than that of the opponent, u,, and ii) the

incumbent’s partisans are not numerous enough so that she cannot be elected without

12 1n addition, though Pivato (2013) focuses on voting rules in epistemic social choice theory, the author proposes that there are an

objectively correct choice and many independent voters who separately receive 'noisy signals’ about the correct choice.
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several (at least two) votes from independent voters (incumbency advantage is small so
p<1/2).

Because of voters’ desire to be on the winning side, they may coordinate on an inef-
ficient equilibrium in which they vote for the opponent despite her lower ability. This
is a more realistic outcome if media coverage or massive advertising affect the beliefs of
the voters: they should change their vote after observing the campaign if they expect that
other voters will change theirs. But media coverage and campaigns are not necessary for
the inefficient equilibrium to arise. Indeed there exists an equilibrium in which each in-
dependent voter votes for the opponent even though she believes that the incumbent is
more able:

Assume that a voter i believes all other independent voters vote for the opponent. Vot-
ing for the incumbent is useless (whatever the incumbent’s ability) from the point of view
of a single voter since she will not be elected: p = 0. And it is costly as it means losing the
gain of being on the winning side, V.

The utility for voter i of voting for the incumbent is p,(h —I) (since the incumbent is
not elected with a single vote), while the utility of voting for the opponent is p,(h—1) + W.
So even if the value of selecting the incumbent, (u(d) — u,) (h — 1), is much larger than W,
each independent voter prefers to vote for the opponent if he believes others do so —which
turns out to be the case in equilibrium.

A similar logic clearly applies to the situation in which the opponent is more able than
the incumbent, but the incumbent gets elected when only one independent voter does

not vote for her.

Lemma 7 With conformist voters, there exists an inefficient equilibrium in which the oppo-
nent is elected despite a lower expected ability when incumbency advantage is not sufficient
for the incumbent to be elected with a single independent vote.

The same result applies for an inefficient equilibrium in which the incumbent gets elected
despite a lower expected ability when her incumbency advantage is sufficient to ensure re-

election if only one independent voter votes for the opponent.
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6.2 Media coverage, advertising and polls

Rational voters should, in general and in theory, not pay much attention to political ad-
vertising or to opinion polls. Polls for large-scale elections do not reveal much private
information, as a voter is unlikely to have a different information than another, and each
voter can be seen as atomistic so that strategic considerations should not matter (contrary
to voting in committees where private information and strategic concerns both exist). Yet
there is extensive evidence of an impact of media bias and exposure(e.g., DellaVigna and
Kaplan, 2007, Enikolopov, Petrova and Zhuravskaya, 2011) and opinion polls are banned
in some countries (like France) in the last days preceding an election, in order to avoid
manipulation. Assuming conformism allows explaining why polls and media can have
an impact on election outcomes. We stressed the coordination effects of polls and media
above. They may also directly affect the number of partisans, as for persuasive advertising.
And because of conformism, as we highlighted above, they may lead to a coordination of
independent voters. If they affect only a proportion of independent voters, the voters af-
fected behave as partisans in the sense that their decision no longer depends on the policy
choice of the incumbent. Formally, we can model this as a change in the probability p that
reflects the relative size of partisans among voters.

Because of the impact of incumbency advantage on the incumbent’s policies, this im-
plies, rather strikingly, that media, polls and political advertising affect the efficiency of
political decisions, and especially inefficient policy persistence.

The expenses that the incumbent and the opponent can incur to increase their visibil-
ity will have an impact on the probability that coordination favors one or the other candi-
date. Under the conditions of a strong desire to win (large W), the incumbency advantage
translates into the ability for the incumbent to make the efficient decision (continue or re-
pel the first-period decision) without fear of losing the election. When the probability that
the opponent is able to obtain more media exposure increases, it is as if the incumbency
advantage p of the incumbent was decreasing. This has an impact, as we have shown, on
the efficiency of the incumbent’s decisions before the re-election. Expected media cov-

erage of the opponent can thus induce more pandering and excess continuation of bad
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policies by the incumbent in the first period.

Lemma 8 Assume that media coverage favors the opponent, so that p decreases. This in-
creases the probability that the incumbent panders (chooses to play strategy P) in equilib-

rium for very conformist voters.

In our model, media coverage favorable to the opponent leads to inefficient policy per-
sistence while media coverage favorable to the incumbent (acting as an increase in the
incumbency advantage) leads to less pandering. This is of course due to the type of poli-
cies we consider, and in no way implies that limiting the media coverage of opponents

improves welfare in general.

7 Conclusion

Our analysis has shown how the signaling motives of an incumbent depend on the de-
gree to which voters wish to be on the winning side. Those signaling motives may drive
the incumbent to inefficiently continue failing policies. Because the incumbent benefits
from an incumbency advantage, we consider a set-up in which more desire to be on the
winning side makes it more likely that the incumbent gets re-elected. We have identi-
fied a ‘conformity bonus’ that benefits the incumbent, and arises from the interaction of
incumbency advantage and conformity. This bonus is lessened when the cost of not se-
lecting a high-ability politician increases. We have shown that the desire for ‘conformity’
plays a non-monotonic role on equilibrium existence: A weak desire for conformity tends
to induce more pooling and inefficient persistence, while a strong desire for conformity
reduces the re-election pressure felt by the incumbent, and leads to more efficiency and
less persistence. These effects depend crucially on the existence of an incumbency advan-
tage. To this extent, media coverage, opinion polls and political advertising all may modify
the extent of incumbency advantage, with non-trivial consequences on policy persistence
and efficiency. Future research should more closely investigate the interactions between

these external determinants of incumbency advantage and policies.
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8 Appendix

Definition of an equilibrium

Let o €10,1] [resp. o r] be the probability that in period 1 the incumbent who observes that her policy is a success
[resp. a failure] chooses to continue the policy.

Let ¢ € 10,1] [resp. ngl be the probability that the independent voter votes for the incumbent when he observes
that her decision is to continue [resp. repeal] her policy in period 1.

A pure strategy profile [(os,0 ), M¢,nr)] and a belief u constitutes a pure Perfect Bayesian Equilibrium, if u! and u?
are maximized by the strategy [(0's,0 F), (¢, nr)] when given p and other players’ strategies which are [(og,0F), Mc,nR)],
and in terms of Bayesian updating u is consistent with [(og,0 ), ¢, nR)]-

The incumbent’s socially efficient policymaking strategy is (o = 1,0 F = 0): she continues her policy if it is a success,
and repeals it if it is a failure. Equilibrium S is characterized by [(c5 = 1,0 = 0), (nc,nR)], and the incumbent uses her
private information optimally to promote social interest in period 1.

Conversely, in equilibrium P, the incumbent hides her information by always continuing the policy even though this
is inefficient when the policy is a failure. P is characterized by [(cs = 1,0 = 1), (n¢,nr)] and is a pooling equilibrium.

Note that we do not specify the probabilities ¢ and 1 in these equilibria at this stage as they a priori depend on
the desire for being on the winning side.

Proof of proposition 1
Proof. Before proving proposition 1, we provide the following two notations.

Given the incumbent’s decision d, d € {C, R}, where she may lose the re-election (i.e., 1 > u(d) > 0), the expected
value of the prior probability that an opponent is H-type is updated by her as ;. Given 1 > u(d) > 0and d € {C, R},

Sy ¥80dx 1+ud)
1-ud 2

Fd = Eluolpo > p(d)] =

This matters to the incumbent since she cares for social welfare when not in power.
Hg will be used in the following proof about proposition 1.
When W = 0, given that independent voters believe that the incumbent uses S strategy, when they observe her

decision d, they update their belief about her type using Bayes’ rule.

1. If the incumbent has observed that her policy is a success, continuing the policy is preferred to repealing the

policy for H-type incumbent if and only if:
X1+ b1+ pXo+h)+ (1 -pIG(C)(Xe +h) + 1 -G uch+ A -po)l}

>

X140+ pXo+ 1)+ (1 - pH{GUER) (X2 + h) + [1 - G(uR)][Erh+ (1 —pR) I}

(0 + pu(R)

b1+ (1 -p)[p(C) - B[ X2 + (h+D+(h-D]>0. (16)
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The first term in (16) represents the effect of continuing the successful welfare policy, which is obviously pos-
itive. The second term in (16) represents the effect of the H-type incumbent’s decision on her probability of
re-election, and thus on her expected utility after the re-election. We recall that p(C) > p(R). Thus, provided that
the incumbent is H-type, the second term in (16) is obviously positive. Hence the function (16) is obviously posi-
tive. Suppose each independent voter believes that the incumbent uses S strategy and uses Bayes’ rule to update

his belief about her type after observing her decision, the H-type incumbent will continue her successful policy.

. When the incumbent has observed that her policy is a success, continuing the policy is preferred to repealing the

policy for the L-type incumbent if and only if:

X1+Db1+pXo+ D+ (1 - p{GC) X2 + D + [1 - GOl [Ech+ (1 — )1}
>

X1+0+pXo+ D+ 1 - pHGUR) (X2 + D)+ [1 - GE)]Erh+ (1 - r)l}

by + (1= p)p(C) - u®IX2 +

w(m D] > 0. a7

Similarly to (16), it is clear that the condition (17) is satisfied. Its intuition is that supposing each independent
voter believes that the incumbent uses S strategy and uses Bayes'’s rule to update his belief about her type after

observing her decision, the L-type incumbent prefers to continue her successful policy.

. When the incumbent has observed that her policy is a failure, repealing the policy is optimal for the H-type if and
only if:
X140+ pXo+h) + (1 - pHUGER) (X2 + h) + [1 - G(u(R)][prh+ (1 - pR) I}

>

Xy +(—e) + pXo+ B+ (1 - p{GC) (X2 + h) + 1 - G(r(C)][pch + (1 — ) 1}

{(R) + p(C)
2

c1+ 1 -p)pR) - pO]X2 + (h+D+(h-D]>0. (18)

The first term in (18) represents the benefit of repealing the failing policy, which is positive. The second term in
(18) is the effect of the H-type incumbent’s decision on her re-election chances, and thus on her welfare after
re-election. Repealing the policy hurts the reputation of the H-type incumbent, i.e., u(R) — 1(C) < 0. Thus, the
second term in (18) is negative. Furthermore, if the benefit of repealing the failing policy ¢ is sufficiently small,
the condition (18) is violated. Therefore, the condition (18) is satisfied if and only if

3 a RO +pR)
(1= PO — p(R)] 2

Xo (h+D—-(h-D.
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4. When the incumbent has observed that her policy is a failure, repealing the failing policy is preferred to continuing

the policy for the L-type incumbent if and only if:

X140+ pXo+ D+ (1 - pH{GUERN X2 + D+ [1 - GuR)][Erh+ 1 - D)}
>

X1+ (=e)+pXe+ D+ (1 - p{GC) (X2 + D+ [1-GC)][pch + 1 —ue) 1}

c1+ 1= pHlpR) - pOlX2 +

w(h+l)]}>0. (19)

In a similar analysis to the above case, the condition (19) is satisfied if and only if

. c1 O+
(1- P — u(R)] 2

X5 (h+1).

In summary, when independent voters believe that the incumbent follows S strategy and the incumbent has ob-
served her private informative signal about the policy she has implemented, the optimal decision of both types of in-
cumbent is to continue the successful policy, but the optimal decision of both types of incumbent is to repeal the failing

policy if and only if the two conditions (18) and (19) are satisfied:

X2<(I)0,

_ c1 (O +pR)
~ (A=p)[p(€) - pR)] 2

(o (h+D—(h-1),

This proves proposition 1. =

Proof of proposition 2

Proof. Thus, being similar to 17 , when 1 > > 0 and the incumbent’s decision is d = C, the expected value of the prior
probability that an opponent is H-type is updated by the incumbent herself as 2 and
_ Jixgdx 14y
U= Elpoluo > pul= g ==
e will be used in the following proof about proposition 2.
When W = 0, we assume that independent voters believe that the incumbent uses P strategy. Thus, when they
observe that her decision d is R, they update their belief about her type using Bayes’ rule. Otherwise, they do not adjust
their belief about her type.
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1. Continuing a policy after observing that it is a success is optimal for the H-type incumbent if and only if:

X1+b1+pXp+h)+ 1 -p{G(Xe+h) +[1-GWwllph+ 1 -}
>

X140+ pXo+h) + (1 - pHGER) (X2 + h) + [1 - G(u(R)][prh+ (1 - pR) I}

B+ pR)
2

b1+ Q- p)lp—pdIX2+ (h+D+(h-D]>0. (20)

The condition (20) is clearly satisfied. Its explanation is similar to (16). Its intuition is that if each independent
voter believes that the incumbent uses P strategy, and uses Bayes’ rule to update his belief about the incumbent’s

type only after observing that her decision is R, the H-type incumbent will always continue her successful policy.

2. Similarly, continuing the successful policy is preferred to repealing it for the L-type incumbent if and only if:

b1+ (1 -p)p—pR)IX +

%‘”(R)(m D] >0. @1

The condition (21) is obviously satisfied.

3. When the incumbent has observed that her policy is a failure, continuing the policy is optimal for the H-type
incumbent if and only if:

—a+0-plu—pu@®IX2+

%”(R)(h+l)+(h—l)]>0. 22)

This shows that although the H-type incumbent incurs the cost of continuing the failing policy, she avoids facing
alower probability of re-election stemming from the decision to repeal the policy. The condition (22) holds if and
only if the H-type incumbent has sufficiently high "ego rents X" and the policy outcome benefit from repealing

the faithful policy c; is sufficiently small, i.e.,

S 4! _ A+ u(R)
A=p)lp—pR)] 2
Supposing each independent voter believes that the incumbent uses P strategy, and uses Bayes’ rule to update

Xo (h+D—(h-1D.

his belief about the incumbent’s type only after observing that her decision is R, the H-type incumbent who has
higher ego rents X> would never repeal her failing policy, when the policy outcome benefit from repealing the

faithful policy is sufficiently small.

4. Similarly, continuing the failing policy is preferred to repealing it for the L-type incumbent if and only if:

R
— o1 +(1— )il — PR X + %"”(m D1} >0, (23)
ie,
X5 > a _HEER) G,
I-plp-p® 2
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In conclusion, there is P if and only if conditions (22) and (23) are satisfied:

X5 >V,
Vo= [’;1_ - p +5(R) (h+1])
This proves proposition 2. m
Proof of proposition 3
Proof.

When the incumbent’s decision is d and 1 > [.ls(d) > 0, she updates the expected value of the prior probability that

a challenger is H-type as @ and

1
fﬁs(d) xgdx 4 48
1-pSd) 2

1 = Elpolio > p¥(d)] =
Ifﬁs(d) =1, because of 1y < 1, then
Efi =0.
[-uR)I(h-HA-p) S S S _ S _ ;
(@When W = — we have M ) > M (R) =1 and G(E ) = G(E (R)) = 1. This means that the

incumbent is sure to win in the re-election even if she repeals her policy. We continue to analyze S as in proposition 1.

1. If the incumbent has observed that her policy is a success, continuing the policy is preferred to repealing it for the

H-type incumbent if and only if:
X1 +b1+pXa+ 1)+ (1= PGS (C) (Xz + h)

>

X1+0+pXo+h)+(1- p)G(ES(R))(Xz +h)

< b1>0.

b1 represents the effect of continuing the successful welfare policy in period 1, which is obviously positive. The

H-type incumbent then prefers to continue the successful policy when she is certain to win the re-election.

2. Similarly, continuing the successful policy is preferred to repealing it for the L-type incumbent if and only if:

X1+b1+pXo+D+(1- p)G(HS(C))(Xz +1)
>

X;+0+pXo + )+ (1= p)GS (R)(Xp + 1)

& by1>0.

The above condition is obviously satisfied.The L-type incumbent prefers to continue the successful policy when

she is certain to win the re-election.
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3. When the incumbent has observed that her policy is a failure, repealing the policy is optimal for the H-type if and
only if:
X1 +0+p(Xp+ h) + (- PGS R) X + )

>

X1 +(=c)+p(Xa+ W)+ (1= PGSO (X2 + )

< ¢1>0.
c] represents the benefit of repealing the failing policy, which is positive. Therefore, the H-type incumbent prefers
to repeal her failing policy when she is certain to win the re-election.

4. Similarly, repealing the failing policy is preferred to continuing it for the L-type incumbent if and only if:

X1 +0+pXa+ D)+ (1- PGS (R) Xz + )
>

X1+ (=e)+p(Xa+ D+ (1= PGS (O) Xz + 1)

< ¢1>0.

The above condition obviously holds. Therefore, the L-type incumbent also prefers to repeal her failing policy
when she is certain to win the re-election.

A-p@®](h-DHA-p)
P

In summary, when W = , S exists.

(b)When “*”(R’“;’”)“”’) SWs> “’“(C”‘;””“’p)  15(0) > 1> pS(R), G(S(C)) = 1 > G (R)). This means that

the incumbent is certain to win in the re-election only if she continues the policy. We continue to consider the conditions

of S.

1. If the incumbent has observed that her policy is a success, continuing the policy is preferred to repealing it for

H-type incumbent if and only if:
X+ by + p(Xa +h) + (1- PGS (C) Xz + )

>

X14+0+pXo+h)+(1- p){G(ES(R))(Xg +h)+[1- G(ES(R))] [Wrh+ QA —up)l}

s 1- SR
b1+(1—p)(1—ﬁ (R))[X2+_T(h—l)] >0. (24)

The first term in (24) represents the effect of continuing the successful welfare policy in period 1, which is obvi-

ously positive. The second term in (24) represents the effect of the H-type incumbent’s decision on her probability
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of re-election, and thus on her expected utility after the re-election. We recall that 1 > ,uS(R). Thus the second

term in (24) is obviously positive. Hence the condition (24) is obviously positive.

2. Similarly, continuing the successful policy is preferred to repealing it for the L-type incumbent if and only if:

X1+ +p+D+1- p)G(HS(C))(Xg +1)
>

X1+0+ p(Xa + D)+ (1= pIGES (R) Xz + D + [1 - G’ (R [Egh + 0~ ER) 1}

S 1+uSR)
bi+(1-p)(-py (R)){Xz——T(h—l)}w. (25)

The first term in (25) is obviously positive. We recall the fact that 1 > g5(R) > 0. Provided that the L-type incum-
bent does not care about "ego rents X", the second term in (25) is negative. If the welfare from continuing the

successful policy b is sufficiently small, (25) is violated. Then the condition (25) holds if and only if:

_b, 1+ uS(R)
X > + —
(1-p)(1 - pS(R)) 2

(h=1D.

3. When the incumbent has observed that her policy is a failure, repealing the policy is optimal for the H-type if and
only if:
X1+0+p(Xo+hby)+(1 - p){G(HS(R))(Xg +h)+[1- G(ES(R))] (trh+Q—-pRp)l}

>

X +(=c) + pXa + B) + (1= PGS (C) (X + )

s 1-pS(R)

c+(1-p)p (R)—l)[X2+—_2 (h=D1>0. (26)
The first term in (26) represents the benefit of repealing the failing policy, which is positive. The second term in
(26) is the effect of the H-type incumbent’s decision on her re-election chances, and thus on her welfare after re-
election. We recall that 1 > 5 (C). The second term in (26) is negative. If the benefit of repealing a failing policy c;
is sufficiently small and the incumbent’s ego rent X is sufficiently high, the condition (26) is violated. Therefore,
the H-type incumbent prefers to repeal the failing policy if and only if the function (26) is positive, i.e.,
1-pS(R)

X < a B
PTa-pn-Sw 2 '
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4. Similarly, repealing the failing policy is preferred to continuing it for the L-type incumbent if and only if:

X1+0+ p(Xz + D)+ (1= PIGES (R) (Xz + ) + 1 - G’ (M) [Hgh + 0~ HR) 1}

>

X1+ (=e) + p(Xa + D+ (1= PGS (O) Xz + 1)

1+uS(R)

Cl+(1—p)[ES(R)—1][X2—_T(h—l)] >0. 27)

The first term in (27) is positive. We recall that 1 > u(R). Supposing that the L-type incumbent has a high enough
"ego rent X", the second term in (27) is negative. If the benefit of repealing a failing policy c; is sufficiently

small, the condition (27) is violated. Therefore, the incumbent prefers to repeal her failing policy if and only if the
condition (27) holds, i.e.,

1+uS(R)
a +——="(h-D.

Xy <
2T 0 p-pSR)] 2

In summary, S exists if and only if the conditions (25), (26) and (27) hold at the same time, i.e.,

-

b R Swmi<xp<af 28)
C-pi-BSm® 2 - F 2=t

C1 h-1 N
S=— 1 T n_ Sy,
ipn-Sm 2z e

(©When IHANA=DAP) 5 w5 0,1 > 4S(C) > pS(R), 1> G5 (C)) > G(S(R)). This means that the incumbent

cannot definitely win the re-election through her decision. In this case, we consider S as in proposition 1.

1. If the incumbent has observed that her policy is a success, continuing the policy is preferred to repealing the
policy for the H-type incumbent if and only if:

X1+ by +p(Xz +h) + (1= PGS (C) (Xz + h) + [1 - G’ (O [ich+ (1 - Eo) 1)

>

X14+0+pXo+h)+(1- p){G(ES(R))(Xg +h)+[1- G(ES(R))] [Wrh+ QA —-up)l}

s s pS(©) +uS(R)
bi+(1=p)p (O = > (RN[Xp + =——=——(+ D+ (h=D] >0.

We recall that 15(C) > uS(R). Being similar to the condition (16), this condition is obviously positive.
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2. Similarly, continuing the successful policy is preferred to repealing it for the L-type incumbent if and only if:

X1+ b1+ p(Xa + D+ (1= PGS Q) Xz + ) + 1 -GS (O [Ech+ (1 - 1)
>

X1+0+ p(Xz + D)+ (1= pIGES (R) Xz + ) + [1 - G’ (R [Egh + 0~ R 11}

s s pS(©C) +pS(R)
b+ 1= pp’(O) = (RXe + =——=——(h+ D] >0.

This condition is always satisfied.

3. When the incumbent has observed that her policy is a failure, repealing the failing policy is optimal for the H-type
if and only if:

X1 +0+ p(Xz +h) + (1= p){GuS (R) (Xz + h) + [1 - G’ (M) [Egh + (1 - ER) 11}
>

X+ (—e1) + p(Xa + 1)+ (1= PGS () Xz + h) + [1- G® (O)][Ech+ (1 - F) 1}

s s pS(R) +pS(0)
o1+ (=Pt (R) = p* (O1Xp + =——=——(h+ D+ (h= D] >0. (29)

The condition (29) is not always satisfied. The first term in (29) represents the benefit of repealing the failing
policy. It is positive. The second term in (29) is the effect of the H-type incumbent’s decision on her re-election
chances, and thus on her welfare after re-election. Repealing the policy hurts the reputation of the H-type in-
cumbent, i.e., uS(R) — u5(C) < 0. The second term in (29) is negative. Furthermore, if the benefit of repealing a
failing policy c; is sufficiently small, the condition (29) is violated. Therefore, the condition (29) holds if and only
if
a pS(C) +pS(R)
< 5 5 -= = (h+D—(h-1D.
(1= p)p>(C) = p° (R)] 2

X

4. Similarly, repealing the failing policy is preferred to continuing it for the L-type incumbent if and only if:

X1 +0+ p(Xp + D)+ (1= UGS (R) Xz + D) + (1 -GS (R [figh + (1 - FR 1}
>

X1+ (-e)+pX2+D+(1- p){G(ES(C))(Xz +D+[1- G(ES(C))] [Ech+ 1 -po)ll}
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s s pS(C) +pS(R)
e+ (1= P (R) = p* (O] Xp + =——=——(h+ D] >0. (30)

Therefore, the condition (30) is satisfied if and only if
o 1O +pS(R)

Xo < -
2T - PSS - pS(R] 2

In summary, when independent voters believe that the incumbent follows the S strategy and the incumbent has

(h+ D).

observed her private informative signal about her implemented policy in the first period, the optimal decision by both
types of incumbent is to continue the successful policy, but the optimal decision by both types of incumbent is to repeal
the failing policy if and only if the two conditions (29) and (30) hold:

ie.,

X, <3, (31)

o 15O +pS(R)
- (h+D)=(h=D),
1=p)pSC) - pS(R)] 2

s
@;

This proves proposition 3. m
Proof of proposition 4

Proof. Similarly, we give u_P, ie,given1>ul >0,

fﬁp xg(x)dx 1+uP

1P = Elpoluo > uP1 = T
given EP =1,
E_ =0.
(a)When W = w, EP > ES(R) =1, and G(EP) = G(ES(R)) = 1. This means that the incumbent defi-
nitely wins the re-election even if she repeals her policy.

Therefore, supposing that the incumbent has observed that her policy is a failure, continuing the policy is optimal

for the H-type incumbent if and only if:

X1 +(=e)+pXa+ ) +(1-pGE”) Xz +h)
>

X1+0+pXo+h)+(1- p){G(gS(R))(Xz +h)+[1- G(ES(R))] [urh+ A —pR) 1}

& —1>0.

This condition cannot hold. Supposing each independent voter believes that the incumbent uses the strategy P and
uses Bayes’ rule to update his belief about the incumbent’s type only after observing that her decision is R, the H-type

incumbent would never repeal her failing policy. Therefore, P does not exist.
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(byWhen 1=HEIAEDAZD) o gy o QZWOZDAZP) P > 1 > 1S(R), GP) = 1> GS(R). This means that the

incumbent definitely wins the re-election only if she continues her policy. We continue to consider the conditions of P.

1. Continuing a policy after observing that the policy is a success is optimal for the H-type incumbent if and only if:

X1 +by+p(Xz +h) + (1 - p)GP) Xz + h)
>
X140+ p(Xz +h) + (1= PIGES (R) (X2 + ) + [1 - G’ (RN (R + (1 - ER) 1}

R4

s 1-pSR)
b+ 1= p)ll - (RXe + ————(h=DI>0.

This condition obviously holds. Its intuition is that supposing each independent voter believes that the incum-
bent uses the P strategy and uses Bayes’ rule to update his belief about the incumbent’s type only after observing

that her decision is R, the H-type incumbent will always continue her successful policy.

2. Similarly, continuing the successful policy is preferred to repealing it for the L-type incumbent if and only if:

X1+b1+pXo+ D+ (1 - PG Xz +1)
>

X1+0+ p(Xa + D)+ (1= pIGES (R) Xz + D +[1 - G’ (R [k + 0~ ER) 1}

1+uS(R)
br+ (1= )1 = pS(RIXp = ———— (=D >0. (32)
The first term in (32) is obviously positive. The second term in (32) represents the effect of the L-type incumbent’s
decision on her probability of re-election, and thus on her expected utility after the re-election. We recall the
fact that 1 > ES(R) > 0. Provided that the L-type incumbent does not care about "ego rents X»", the second term
in (32) is negative. Furthermore, if the welfare from continuing the successful policy b; is sufficiently small, the

condition (32) is violated. Overall, the condition (32) holds if and only if

_by 1+uS(R)
> + —= (h=1D).
(1-p)1-pS R 2

X2

3. When the incumbent has observed that her policy is a failure, continuing the failing policy is optimal for the

H-type incumbent if and only if:

X1 +(=e)+p(Xa+ )+ (1 - PG (Xa+ )
>

X1 +0+pXo+h)+(1— p){G(HS(R))(Xz +h)+[1- G(ES(R))] [urh+ Q1 -up)l}
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s 1-pSR)
—cl+(l—p)[l—E (R)][X2+_T(h—l)]>0. (33)
Hence (33) holds if the H-type incumbent has a sufficiently high ego rent X» and the policy outcome benefit from
repealing the failing policy ¢ is sufficiently small, i.e.,
a 1-p5(R)

X5 > - — (h=1).
2T 0-pl-pSR)] 2

This shows although the H-type incumbent incurs the cost of continuing the failing policy, she avoids facing a
lower probability of re-election which stems from the decision to repeal the policy. Its intuition is that supposing
each independent voter believes that the incumbent uses strategy P and uses Bayes’ rule to update his belief
about the incumbent’s type only after observing that her decision is R, the H-type incumbent who has a higher

"ego rent X»" would never repeal her failing policy.

4. Similarly, continuing the failing policy is preferred to repealing the policy for the L-type incumbent if and only if:
X1+ (—e)) + pXa+ D+ (1= p)GE”) (X2 +1D)

>

X1+0+pXo+D+(1- p){G(ES(R))(Xz +D+[1- G(ES(R))] [HrRh+ (A -pR)}

s 1+ uS(R)
—a+0-pll-p (R)][Xz—_T(h—l)bO. (34)
Condition (34) holds if and only if
1+uS(R)
X, a = (h-1.

> 3 +
(I-p)1-p>R)] 2
In conclusion, P exists, if and only if conditions (32), (33) and (34) are satisfied at the same time. Because by >0 > —cy,

if the condition (34) is satisfied, the condition (32) is satisfied. To sum up,

X5 > 9P, 35)

1+uS(R)
a +—="(h-D.

\I"P
' a-pi-pSm) 2

(c)When w >W>0,1> pP > [JS(R), 1> G(,up) > G(pS(R)). This means that the incumbent cannot

definitely win the re-election through her decisions. The following proof is similar to the proof of proposition 2.

1. Continuing a policy after observing that the policy is a success is optimal for the H-type incumbent if and only if:
P_.S p SR
b1+ 1 -pilg - p>RIX2+ %UH D+(h-Dl}>0.

This condition obviously holds, and its explanation is similar to (20).
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2. Similarly, continuing the successful policy is preferred to repealing it for the L-type incumbent if and only if:

pP_ S p ()
bi+1=-plp - RIX + =————(h+ D] >0.

This condition is always satisfied.

3. When the incumbent has observed that her policy is a failure, continuing the failing policy is optimal for the
H-type incumbent if and only if:
P_.S p SR
—a+0-pp —u (R)][X2+%(h+l)+(h—l)]>0. (36)
This shows that although the H-type incumbent incurs the cost of continuing the failing policy, she avoids facing
a lower probability of re-election which stems from the decision to repeal the policy. Hence the condition (36)
holds if the H-type incumbent has a sufficiently high ego rent X» and the policy outcome benefit from repealing
the faithful policy c; is sufficiently small, i.e.,
a pP+ S

> - (h+D)—-(h-1D.
(1 -ppP - pS®R) 2

X

4. Similarly, continuing the failing policy is preferred to repealing it for the L-type incumbent if and only if:

P_ S P+ R)
—cl+(1—p)[E —p (R)][X2+%(h+l)]>0. 37)
The condition (37) holds if and only if
a pP+pSm
X2 > 5o 5 —(h+D.
(I-p)p” - p° R 2

To sum up, P exists if and only if functions (36) and (37) are satisfied at the same time, i.e.,

X, > P, (38)

P_ c1 pP S ® (h+l)
S a-ppl-pS®)] 2 '

Proof of Lemma 3

=>W>0,

Proof. Because of w

12E5(C) >HS(R).

Because h > I,

12 p5(C) - pS (B) = p(C) - p(R) > 0. (39)
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Because of (4), (9) and Es(d) =uld) + (l_p)% W, we have that

D5 <D

Therefore,

(0,03) < (0, ®p).
This proves Lemma 3.
[
Proof of Lemma 6

Proof. Because of w

=W >0,
1= uf > uSm).
Because h > [,
1> pP — S (R) = p— p(R) > 0. (40)
Inspired by (5), (11), EP =u+ (17!,)% W and ES(R) = PR+ (lfp)% w,
thus, V1 <.

It means (W, +00) S (PF, +00). This proves Lemma6. m
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