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Abstract

A reelection-seeking politician makes a policy decision that can reveal her private
information. This information bears on whether her political orientation and capa-
bilities will be a good fit to future circumstances. We study how she may choose
inappropriate policies to hide her information, even in the absence of specific con-
flicts of interests, and how voters’ conformism affects her incentives to do so. Con-
formism is independent from policies and from voters’ perceptions. Yet we identify
a ‘conformism advantage’ for the incumbent that exists only when there is also an
incumbency advantage. Conformism changes the incentives of the incumbent and
favors the emergence of an efficient, separating equilibrium. It may even eliminate
the pooling equilibrium (that can consist in inefficient persistence). Conformism has
a mixed impact on social welfare however: it improves policy choices and the infor-
mation available to independent voters, but fosters inefficient reelection in the face
of a stronger opponent. When the incumbent is ‘altruistic’ and values social welfare
even when not in power, she partly internalizes this latter effect. The impact of con-
formism is then non monotonous.

1 Introduction

Conformism—a desire to behave as others, in a reference group, do—is a source
of concern in democracies as it can give rise to different kinds of herd behaviors
in voting. Some individuals will tend to vote for the same party, or favor the same
policies, as their parents or neighbors. This is a reason for strong partisanship and it
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makes voters less responsive to the efficiency of policies (Bartels 2002; Gerber and
Huber 2009)." Another form of conformism is that some voters want to be on the
winning side. This is a reason for the ‘bandwagon effect’: voters are more likely to
vote for a candidate if they expect this candidate to win (Lee 2011; Panova 2015).
This is why many countries ban opinion surveys in the last days before an election.
Herd behavior is a problem for democracies, as it can give rise to crowd manipula-
tion.® Both partisanship and the desire to be on the winning side affect the reelec-
tion chances of an elected politician. As a consequence, conformism in its different
guises can affect the decisions a politician takes during her mandate.

Allowing elected politicians to run for a second mandate is an incentive mecha-
nism: It should push them to serve voters’ needs in order to be reelected—in con-
trast to public servants and judges whose term is independent from their decisions
(Maskin and Tirole 2004). One drawback is that politicians may pander to cater to
some voters’ needs or tastes, by selecting policies that a large part of the electorate
likes. A broader definition of ‘pandering’ includes any inefficient behavior taken by
incumbents in order to get reelected, from inadequate policy choices to inefficient
policy persistence (Majumdar and Mukand 2004; Panova 2015). Conformism can
induce pandering because conformist voters may (inaccurately) believe some policy
to be superior, leading politicians to enact this policy to improve their reelection
odds (Ashworth et al. 2010a). We study a different context, whereby conformism
consists in a desire to be on the wining side. This conformism is not directly asso-
ciated to any policy preference. Yet, together with partisanship by some voters, it
can indirectly determine whether an incumbent will take inefficient decisions. The
impact of conformism on social welfare is not trivial, and can be positive.

The link between conformism and policy efficiency that we study is indirect.
It can exist even if voters’ beliefs are accurate and unaffected by conformism.
It arises because of the signaling properties of policy choices. Some policies are
a better match than others to fine circumstances that are unknown (at the time of
the election) to voters. These circumstances correlate with the type of competen-
cies, political program and values, that will best match future circumstances. The
incumbent’s characteristics may be more or less fitted to these circumstances. For
instance, a left-wing incumbent may obtain better results than her right-wing oppo-
nent in a crisis context where social measures are needed; The reverse may hold
in a context of economic expansion where laisser-faire can favor firms innovation.
As in Falk and Zimmermann (2017) or Tajika (2021), policy consistency can also
signal higher ability: The incumbent may thus inefficiently persist (Ashworth et al.
2010b) in failing policies. Some moves on the international scene can be more likely
to succeed, in a complex geopolitical context, if the incumbent has political support

! People who identify with the governing party perceive the results of economic policy more positively
than subjects who identify with the opposition.

2 Many authors have confirmed the bandwagon effect, both empirically (Hodgson and Maloney 2013;
Kiss and Simonovits 2014) and experimentally (Bischoff and Egbert 2013; Morton et al. 2015; Agranov
etal. 2017).

3 Callander (2007) develops a model of sequential 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.
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from a particular subset of foreign governments. The optimal moves depend on a
complex match between the incumbent’s personal and political characteristics, and
the current diplomatic context, which is not well known to voters. Which diplomatic
move is optimal can correlate with the chances of reaching beneficial agreements in
a future mandate. In that case, a weak negotiator may inefficiently engage in strong
moves in order to hide her worse perspectives to domestic voters. “Pandering” in our
model consists in choosing a policy that is not appropriate to the context, in order to
hide information on the state of the world. Voters conformism is totally independ-
ent from the policies’ intrinsic quality; Yet the desire from voters to be on the win-
ning side, associated with unbalanced partisanship, modifies the electoral benefits of
choosing inefficient policies.

Despite the widespread concerns that conformity allows for manipulation, the
desire to vote for the winner can have a beneficial impact on social welfare. This is
because it can foster the choice of efficient policies, despite their signaling features.
This beneficial impact arises only if there exists an incumbency advantage. Such
an advantage exists when the incumbent benefits from more votes, ceteris paribus,
than her opponent would have had with the same platform. Incumbency advantage is
well documented* and appears to be a critical determinant of success in reelections.’
Conformism amplifies the incumbency advantage, thereby lessening the impact of
signaling. It determines which equilibria can arise.

Our framework The incumbent® cares not only about choosing the right policies
but also about the ‘rents’ derived from being in power. She has private and full
information on the decision that maximizes welfare. The appropriate decision is cor-
related with her ability to generate welfare in the future. For this reason, she may
want to distort her choice before running for a second mandate (we provide an illus-
tration based on the 2020 US Presidential elections below).

There are three types of voters: the incumbent’s partisans, the opponent’s par-
tisans, and the independent voters, who are conformists (Bartels 2000). Although
using a single representative independent voter is a standard assumption in the theo-
retical literature (Canes-Wrone et al. 2001), partisans form a large share of voters
(Swank 1995; Feddersen and Pesendorfer 1996, 1997; Bartels 2000, 2002; Brader
and Tucker 2009; Klar 2014; Helland and Sgrensen 2015). While partisans are pas-
sive players by definition, separating voters into these categories allows us to model

4 See Erikson (1971), Gelman and King (1990), Ansolabehere (2002), Ashworth and Mesquita (2008),
Lee (2008), Hodler et al. (2010), Erikson and Titiunik (2015) and Fiva and Rghr (2018). The many
causes of incumbency advantage include bureaucratic relations, pork barrel spending, campaign finances
and practices (Ansolabehere et al. 2006), and the structure of intra-party competition (Ansolabehere et al.
2007). Holding office helps incumbents obtain more media coverage (Prior 2006) and additional finan-
cial support for their campaigns (Gerber 1998).

3 See Levitt and Wolfram (1997), Trounstine (2011) and Snyder et al. (2015). Levitt and Wolfram (1997)
report that incumbents can achieve reelection rates of around 90%. Lee (2008) shows that in Congres-
sional elections, a party which wins with a small number of additional votes in a very close election
(suggesting that the electorate is very balanced between the party and its opponent) has a 35% higher
probability of winning the next election.

% For convenience, we refer to a politician as ‘she’ and to a voter as ‘he’.
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the advantage that arises from the existence of a larger proportion of partisans for
the incumbent. We refer to this advantage as the ‘incumbency advantage’ and it
turns out to be essential in explaining the impact of conformism in our setup.

When the incumbent benefits from an incumbency advantage, voting for the
opponent comes with a higher risk of not being on the winning side. This is costly
to conformist voters. This effect plays in favor of the incumbent as if the opponent’s
capabilities were lower than they really are. This ‘conformism advantage’ is at the
core of the results we obtain.

We show that conformism affects social welfare through several channels, even
though this conformism is fully independent from policies. Conformism advantage
reduces reelection pressure, and lessens the cost of choosing a policy that reveals
‘bad news’ about oneself. We study the conditions under which two polar pure strat-
egy Perfect Bayesian Equilibria (PBE) exist: In the socially efficient equilibrium
(shortened to S), the incumbent selects the policy that best promotes the social inter-
est; In the pooling, pandering equilibrium (shortened to P), the incumbent selects a
policy that will be interpreted by voters as ‘good news’ on her capabilities, irrespec-
tive of her private information on its appropriateness.

Voters’ desire to be on the winning side turns out to make pandering less likely.
Its total impact on social welfare depends on the exact configuration considered:
More conformism improves the efficiency of policy choices (which also improves
voters’ information at the time of the election). But it has the drawback of leading to
re-electing the incumbent too often.

The fact that the incumbent cares for social welfare even when not in power (she
is ‘altruistic’), is not necessarily welfare-improving. She then internalizes her impact
on candidate selection (that is: the impact of her choices on the probability of being
re-elected when the opponent would be better able to raise welfare). More conform-
ism increases the risk of inadequate candidate selection but improves the incentives
to select efficient policies. The two effects can run contrary to one another, making
the conditions for a separating equilibrium more difficult to meet.

An illustration—The 2020 US elections The campaign of incumbent Donald
Trump for the 2020 US presidential election might be interpreted in the light of
the mechanism we model. Trump systematically minimized the importance of the
COVID-19 epidemic, despite evidence from scientists and hospitals. He asserted the
primacy of individual freedom over distancing measures—which can be seen as tra-
ditional pandering to an electorate that values freedom of movement. But he also
persisted in other decisions that denied the severity of the crisis (e.g., maintaining
campaign meetings despite contagion risks and a fast rise in number of cases, not
wearing a mask in public until July 2020...) Such decisions were ways of denying
his own incorrect initial assessment of the crisis. This mistake could indeed cast
doubts on his abilities. This could be an example of inefficient persistence for signal-
ing reasons (a special case of our model).

In addition, the severity of the crisis also correlated to the type of qualities and
of policies that were going to be most appropriate in the near future. A more severe
crisis required a leader willing to follow medical experts and to intervene more in
the individual and economic arenas. Both requirements favored Trump’s opponent,
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Bidden.” Beliefs about the severity of the Covid epidemic, and its time horizon,
diverge according to political orientation (Pew Research Center 2020). And the
divergence became more polarized during the campaign, as it was emphasized by
candidates (despite converging medical information).® Trump continuously insisted
on his high chances of winning thanks to his strong partisan support.” This commu-
nication emphasizing his incumbency advantage could have had as an objective to
trigger a conformist reaction from undecided voters. Although this strategy was not
sufficient to obtain re-election, it fits well the situation and strategies we model.

1.1 Related literature

Conformism. Conformism is when an individual in a group displays a certain behav-
ior because it is what the individual has witnessed most frequently in others (Claid-
iere and Whiten 2012), as shown in the pioneering experiments in Asch (1951). The
desire to conform makes people want to belong to the majority. Conformity motiva-
tions can be informational, i.e., arise from desire to form an accurate interpretation
of reality and behave correctly. Or they can be normative, i.e., based on the goal of
obtaining social approval from others (Deutsch and Gerard 1955; Cialdini and Gold-
stein 2004).'°

Inefficient signaling via policies. Panova (2015) studies how policy persistence
and the bandwagon effect can arise from signaling effects. In her model some vot-
ers are informed and others are not. Due to their awareness of their limited mem-
ory, voters interpret signals about policies as complementing their limited recall,
which lends these policies more weight. While in Panova (2015), the conformism
arises from limited information and causes policy persistence, in our (very differ-
ent) setup the reverse effect can arise: When voters’ desire to win is strong, voting

7 “COVID-19 has changed the tenor of the election in unmistakable ways. [...] The pandemic has
brought new urgency to issues like access to health care, inequality and the social safety net, while driv-
ing Trump’s preferred topics of immigration and trade out of the picture” [...] “Biden’s strengths sud-
denly seem matched to the moment”. (Time magazine, August 17, 2020).

8 Surveys indicate that Republicans have consistently been less likely than Democrats to say that they
fear being hospitalized because of COVID-19 or that they might unknowingly spread the virus to others
(Pew Research Center 2020). This partisan gap has widened significantly between April and June 2020.
Importantly, Republicans are also more likely to say they think the worst is behind us. Here also, the dif-
ference with Democrats has widened.

° “Trump’s campaign insists he is positioned for victory despite the headwinds. Public polls are under-
counting Republicans, says Miller, the Trump political adviser, and the President’s supporters are more
enthusiastic about voting by a 2-to-1 ratio” (Time magazine, August 17, 2020).

10 In economics, Zafar (2011) experimentally highlights that informative conformity matters for deci-
sion-making, in the shape of learning about the descriptive norm (i.e., what others are doing). Grodner
and Kniesner (2006) study the effect of normative conformity on wages and labor supply. Ding (2017)
models normative conformity as the desire to vote like the majority when voting on collective decision-
making under the unanimity rule. Pivato (2017) develops a theory of epistemic democracy with corre-
lated voters where the voters influence one another via a social network, because of normative conform-

ity.
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for the incumbent becomes more attractive, and this can eliminate inefficient per-
sistence of failing policies. Our modeling of policies incorporates as a special case
a setting similar to Dur (2001), in which repealing an implemented policy is a bad
signal to uninformed voters about an incumbent’s policy competence. The incum-
bent may choose to always to continue her policy, even if it is a failure. Majumdar
and Mukand (2004) study the related issue of policy experimentation by an incum-
bent. The latter may inefficiently select which policies to experiment, and may inef-
ficiently persist; Policy persistence can arise to signal confidence in future adequacy
despite publicly observable failure (because failure at the time of the election can
be due to random circumstances). Contrary to our set-up, voters in Dur (2001) and
Majumdar and Mukand (2004) have common interests and are treated as a single
representative independent voter.

The remainder of the paper is organized as follows. Section 2 describes the
model. Section 3 defines the equilibria and the impact of conformism on an inde-
pendent voter’s choice. Section 4 analyzes how conformism affects the equilibria.
Section 5 studies the overall impact of conformism on social welfare and Sect. 6
provides results for the special case of a partly altruistic incumbent.

2 The model

We model an election in which voters can reelect an incumbent, after observing her
decision to continue or repeal her past choices, or instead vote for the opponent.

2.1 Context, decisions and expected welfare

There is no conflict of interest in policy choices between voters, or between voters
and politicians. However the incumbent is better informed on which decision should
be made before the end of her mandate, and the appropriate decision is correlated
with her own ability to create welfare in the future.

— Context and first-period decisions
The incumbent privately observes a fully informative signal s, s € {a, b},
about the state of the world, the ‘context’ (signal and state are identical).'! This
signal perfectly correlates with the decision d the incumbent should take before
the end of her first mandate: Decision d = A is socially efficient if s = a and
d = B is socially efficient if s = b.
The ex ante probability that the signal is equal to a is u, u €]0, 1[.

The first-period social benefits b, ensuing from decision s are as follows:

— Selecting d = A when s = a generates a first-period benefit normalized to 1.
— Selecting d = B when s = b generates a first-period benefit normalized to 0.

' Signals are perfectly reliable, so the prior on signals is also the prior over states.
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— Selecting a non-congruent decision (either d = A when s = b, or d = B when
s = a) generates a first-period loss —L < 0.

Signal b is ‘bad news’ about the first period since it corresponds to a lower benefit.
The normalization to 1 and O has no qualitative impact; it allows to easily interpret
our set-up in the special case of policy persistence: Then a means that current poli-
cies are ‘appropriate’ (and should be continued), while b means they are a failure; A
consists in persisting in a policy, while B means repealing it. Repealing the policy
nullifies the costs it would have had when it is inappropriate (s = b). In the context
of the COVID-19 crisis presented in the introduction, labels A and B can depend on
the political orientation of the incumbent. Consider an incumbent whose platform
makes it easier to support economic laisser-faire and individual freedom; A would
mean giving priority to individuals’ autonomy, while B would be taking strong
measures to stop the epidemic; A is best if the epidemic is weak (a), while B is best
if it is severe (b).'?

—  Context and second-period prospects.

The signal s also correlates with the appropriateness of the incumbent’s char-
acteristics (political orientation, personal abilities, network, etc) with future cir-
cumstances: Signal b is also ‘bad news’ about the incumbent’s ability fo generate
social benefits in the future if she is reelected.!® The expected benefit the incum-
bent will generate in the second-period if reelected is u“ if s = a and u” other-
wise, with 1 > u > u’ > 0.

The expected benefit generated by an opponent is u°. It is unknown to the
incumbent at the time she takes decision d. It follows a uniform distribution on
[0,1]. We denote G(.) and g(.) the c.d.f. and density functions (these notations are
not necessary but help understand some mathematical expressions). The exact
value taken by 4 becomes known to voters before the election.'*

— Beliefs.

Both candidates do not know their own ability to generate benefits in the
future. However the incumbent has superior information on her ability (com-
pared with her opponent) since she observes the signal s. Other players can only
observe the decision d she subsequently takes.

As a consequence, the incumbent updates her beliefs about her ‘appropriateness’
to u’, for s = a, b, which equals the expected benefit conditional on signal s.

We denote 1% (d) the voters’ updated belief, which derives from Bayes’ rule in
equilibrium E given decision d. We will consider three different types of equilib-

12 1f the incumbent was instead from a party more favorable to interventionism, the labels a, b, A and B
would have to be inverted.

13 The expected benefit can be interpreted as the probability that the incumbent will make decisions
leading to a benefit of 1, rather than 0, if she is reelected.

14 Because the voters’ perceptions of the incumbent’s quality can be shaped by many observations per-
taining to her first mandate, which is not the case for the challenger, perceptions about their ability need
not follow the same distribution.
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214 C. Aubert, H. Ding

ria, separating (E = S), pooling (E = P) and mixed (E = M). In a Perfect Bayes-
ian Equilibrium (PBE), updated beliefs are coherent given the players’ strategy,
and they therefore depend on the type of equilibrium considered. '

2.2 The voters

A proportion of voters are partisans who always vote for their preferred candidate, inde-
pendently of the incumbent’s policy performance and other voters’ actions. The other
voters are independent and conformists, who have a desire to ‘win’ and belong to the
majority, in addition to wishing to select the most able candidate. We assume that they
are represented by a single representative independent voter. This avoids issues related to
coordination and to the probability of each single independent voter being pivotal.'®

The utility of the independent voter is the expected welfare generated by the sec-
ond-period policy, plus a ‘conformity bonus’ W obtained if and only if he has voted
for the winner.

2.3 Incumbency advantage and reelection odds

Assumption 1 (Incumbency advantage) If the incumbent is selected by the inde-
pendent voter, she wins with certainty. Otherwise, she wins with probability p,
p€O,1).

The incumbent’s partisans form a majority with probability p. The independent
voter is pivotal with probability 1 — p (and he does not know the size of the incum-
bent’s partisan support at the time of voting). Probability p inversely measures the
importance of independent voters, and the extent to which policy choices can change
the outcome of the election. A lower value of p means greater reelection pressure. '’

We denote v(d) the independent voter’s strategy (probability of voting for the
incumbent) when he observes decision d and has beliefs ;° on the opponent. From
the point of view of the incumbent, who cannot observe p° at the time of choosing d,
her (re-)election probability is e(d) = E[v(d) + (1 — v(d))p] = p + (1 — p)Ev(d).

15 We use the same letter, u, for all beliefs about politicians’ ability. However it should be clear that
the revised beliefs of players depend on their information: the signal s for the incumbent, the decision d
taken by the incumbent for the voters. Beliefs about the opponent, x°, are exogenous from the point of
view of the players.

16 The desire to pick the winner should not systematically override the desire to achieve good policies.
To avoid dealing with multiple conditions (to ensure that this is true for all configurations), we adopt a
representative voter. The literature on voter turnout has often used the concept of the quasi-symmetric
mixed-strategy Nash equilibrium in which voters in favor of the same alternative use the same strategy.
In our specific context, this boils down to a representative voter. Media coverage, opinion polls and polit-
ical advertising can serve as coordination devices.

17 To simplify mathematical expressions, we assume that the opponent can never win without the inde-
pendent vote. The analysis could be extended to the more general case in which her probability of win-
ing without support from the independent voter is lower than the corresponding probability (p) for the
incumbent.
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2.4 The incumbent’s objective

The expected utility of the incumbent for a given signal s and decision d is

EU'(s,d) =X, +1- I ygon =L (o yop + Ii—y yp)
40 I,y +e@dX, + p'1+ (1 — e(d)Q - 0(d)

where

— X, are the rents she derives in period ¢ when in power,

— Iy is the dummy equal to 1 if event E is realized, and O otherwise,

— QO0(d) is the expected benefit she derives when the opponent governs in the sec-
ond period, with Q being the weight the incumbent puts on the social benefit
O(d) obtained thanks to the opponent,

— and e(d) is her probability of being reelected.

While it is considered that the Constitution provides incentives for political rulers to
care about social welfare when in power, it is not clear whether they will also value
social welfare when they are replaced by an opponent. We therefore allow for sev-
eral configurations. This will turn out to be of significance.

The important feature for qualitative results is whether the incumbent’s expected
benefit is constant, increasing or decreasing in O(d). To simplify the exposition
without affecting qualitative results, we assume proportionality, and model this ben-
efit as equal to QO(d).

Definition 1 (Incumbent motivations) We use the following terminology:
— If Q =0, the incumbent is ‘office-motivated’ and cares about social benefit only
when in power.

— IfQ > 0, the incumbent is ‘altruistic’ and always values social benefit (as well as
the rents derived from being in power).'®

2.5 Electoral timeline

Period 1

e Nature draws whether the incumbent’s past decisions was appropriate and should
be continued, or not. The incumbent privately and fully learns it (s), and publicly
makes a decision d.

3 If Q < 0, the incumbent is confrontational and wants her opponent to fail when in power, possibly
because this will affect other election outcomes, or due to strongly divergent values. We do not discuss
this case here as it does not provide interesting additional insights: Being confrontational reinforces the
desire to be re-elected. Computations for this case are available from the authors upon request.
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216 C. Aubert, H. Ding

e Voters only observe the incumbent’s decision d and revise their beliefs about the
incumbent.
e The election takes place between the incumbent and an opponent. '

Period 2

e The winner of the election implements her policy.

3 Voting strategy and equilibrium characteristics
3.1 The independent vote and conformism

An independent voter cares for electing an able politician. Conformism provides an
additional reward W if the independent voter votes for the winner. This reward is
obtained with certainty when he votes for the incumbent as he is pivotal, but only
with probability 1 — p if he votes for the opponent. This is a crucial way in which
conformism and incumbency advantage interact.

— The independent voter’s choice.

An independent voter’s utility, in equilibrium E, is

uE@d) -1+ = uf(d) - 0+ W = uf(d) + W when he votes for the incumbent;
PIUE) - 1+ (1= pE@) - 01+ (1 = p)[u - 1+ (1 = u%) - 0+ W] = puF () + (1 = p)[u® - 1+ W]
when he votes for the opponent, who gets elected with probability 1 — p.

The two gains cannot be equal except for a specific realization of u°, which hap-
pens with null probability and is independent from players’ actions. The independ-
ent voter is thus never indifferent between the two candidates, and will never play a
mixed strategy. His strategy v(d) is a degenerate mixed strategy.

An independent voter thus votes for the incumbent (v(d) = 1) if and only if

uEd) + W 2 pu(d) + (1 = p)lu’ + W]
o gl = yFdy+ L—w > e M
I=p
The value 4 plays the role of a “virtual ability” of the incumbent, augmented by

conformism.*
The probability that the independent voter votes for the incumbent is denoted

G() = G<ME(d) " Lw) = min { L) + =W } @
1-p l-p

19 There is no abstention (Callander 2008). If there is a tie, the winner is the opponent. We assume that
there is no discount factor for simplicity.

20 We use a slightly different way of denoting these values, compared with the a posteriori belief 4= (d),
on purpose, to help visually differentiate them.
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— Conformism advantage

In the absence of conformism (W = 0), an independent voter always votes for
the candidate with the highest expected benefit or ability. This is not the case
when voters are conformists. Then the condition for the incumbent to be ree-
lected is weaker when W increases, because less favorable beliefs about the
incumbent become sufficient for the independent voter to choose her: uf(d) only
needs to be larger than u° — ﬁW'

Definition 2 The incumbent’s ‘conformism advantage’ is 1pr Ww.

Conformism acts as if the voter’s beliefs about the ability of the incumbent
were ‘augmented’, improved. This conformism advantage is independent from
policies. Conformism and assessment of capabilities are fully independent from
the point of view of voters. Conformism advantage is amplified by both incum-
bency advantage p and the strength of the desire to win, W. Moreover, each of
these two variables has a multiplicative effect on the other variable’s impact: An
increase in p increases the marginal impact of W on the conformism advantage,
and vice-versa.

— Reelection probability

The overall probability of the incumbent being reelected is the sum of the
probability that the incumbent’s partisans are a majority, plus the complemen-
tary probability times the probability that the independent voter selects the
incumbent:

e(d)=p+(1—p)-min { 1, uB(d) + 1prW} = min {1; p(1 + W) + (1 - put(d)}.
3)

Definition 3 (Winning threshold) Let W'(d) be the smallest level of conformism
such that the incumbent is reelected with probability 1 when she takes decision d,
given the ensuing voters’ beliefs uf(d), d € {A,B}: W'(d) = 1’%‘”(1 — uf(d)).

Because the desire to win and the incumbency advantage interact in the con-
formism advantage, this winning threshold decreases in p. It also decreases in
voters’ perception about the incumbent’s ability (uf(d)) as voters are more will-
ing to elect an incumbent they perceive to be adequate anyway.

When 5 = uf(d) + 1prW < 1, conformism advantage increases the probabil-

ity of reelection by exactly pW. When conformism is so strong that
ub(d) + l’jw > 1, that is: W > W'(d), for a decision d, the incumbent is certain

to be reelected when she takes that decision; a further increase in W then has no
additional impact.
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218 C. Aubert, H. Ding

3.2 The second-period welfare generated by an opponent

The expected social benefit generated by an opponent is conditional on her being
elected against an incumbent whom voters judge as if she had an average ability 4%

If 4% >1, the opponent cannot be elected. If 1> g% >0, we have
0(d) = E[u°|u° > i¥4]. Given that u° follows a uniform distribution, the independ-

ent voter’s belief about the opponent is
N 1 N
Elelu” > @) = 2z [ [ x| = 200+ 40, Thus,
14 p*
0Wd) = TM )

The larger the perceived ‘augmented’ capabilities of the incumbent, the larger the
capabilities of an opponent who manages to get elected.

3.3 Sodcially efficient and pandering equilibria

We contrast two pure-strategy equilibria. Equilibrium S is socially efficient, and
fully separating with respect to past policy’s success (s). Equilibrium P is an inef-
ficient, pooling equilibrium that corresponds to inefficient persistence (‘pandering’,
d = C), whatever the incumbent’s information. A mixed-strategy equilibrium can
exist and is described in the Appendix. This mixed-strategy equilibrium is a semi-
separating equilibrium in which only the ‘bad type’ of incumbent (an incumbent
who has observed signal s = b) plays a mixed strategy, and mixes between A and B.

— The separating equilibrium

Equilibrium S is characterized by

{ld(a) = A, d(b) = B, [v(A),vB)], [1*(A) = p*, u*(B) = 4”1},

where the revised beliefs of an independent voter, u5(A) and p5(B) are ‘accurate’ in
the sense that the information available to the incumbent (s) is revealed and leads
to Bayesian updating; And [v(A), v(B)] are the voting decisions that maximize the
voter’s utility given beliefs updating (Fig. 1).
— The pooling equilibrium
In equilibrium P, the incumbent hides her negative information by always choos-
ing A even if it is not appropriate, so there is no learning along the equilibrium path:
The posterior belief about the incumbent when observing A, uf(A), equals the prior
u.
Choosing the ‘bad news’-policy B is an out-of-equilibrium move for which we
cannot derive beliefs using Bayes’ rule. We apply the Intuitive Criterion to refine
the pooling equilibria (Cho and Kreps 1987)*! An incumbent who has received the

2l In the seminal signaling model by Spence (1973), applying the Intuitive Criterion eliminates all pan-
dering equilibria. This is not the case in our context because the Spence - Mirrlees, ‘sorting’ condition
is not met for all parameter configurations. The a-type gets a higher utility, if elected, than a b-type;
However making decision A can, or not, provide a higher gain to a b-type incumbent, via: the increase in
re-election probability. So the two types of incumbents may not be ‘sorted’ according to the strength of
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a-signal cannot find it optimal to pick decision B. We therefore assume that if the
incumbent chooses B, voters updates their belief about the incumbent to y5(B) = u”
(as if the incumbent was playing according to S). Our results however apply to any
out-of-equilibrium belief ;??¢ such that policy B is perceived as bad news on the
incumbent (i.e.: such that ¢ < p) (Fig. 2).22

P is characterized by

{ld(a) = A, d(b) = AL, [VA), vB)], [u, u*(B) = "1}

and is a pooling equilibrium. In this equilibrium inefficient policy persistence arises,
as the incumbent never repeals a failing policy before the election date.

Since u5(A) > u > uS(B), the ‘augmented beliefs’ (expected benefit plus con-
formism advantage) are ranked as follows: %4 > i > 8.

— The mixed-strategy, semi-separating equilibrium

In the mixed-strategy equilibrium (M) of this game, the incumbent chooses
policy A when she receives signal a, and chooses B with probability 6 when she
receives signal b. So the M-equilibrium is a semi-separating equilibrium where the
‘bad’ type of incumbent mimics the ‘good’ type with a positive probability 6 (cf.
Appendix). Associated beliefs are (u™(A), u™(B)), that are revised according to
Bayes’ rule. Because this mixed-strategy equilibrium involves mathematical com-
plexity for limited additional insight, its study is relegated to the Appendix (Fig. 3).

4 Conformism and policy choices
We consider in this section the standard case in which a politician cares for social

surplus only when in office (2 = 0). The general case is presented in Sect. 6 and
detailed in the Appendix.

4.1 The socially efficient equilibrium S withQ = 0

In order for an S-equilibrium to exist, the incentive conditions that follow must be
met. They ensure that the incumbent’s decision d fully reveals the success of the
implemented policy:

Footnote 21 (continued)

their incentive to make decision A rather than B. This is why the Intuitive Criterion selects among pos-
sible out-of-equilibrium beliefs in a pooling equilibrium but does not eliminate this type of equilibrium.
22 One needs simply to replace u”(B) by u°* in formulas that relate to the P equilibrium. This creates
only quantitative changes, except for the equality between two sets of parameters, where the impact of
our assumption is discussed in the text. Assuming u°® = u corresponds to the assumption of ’passive
beliefs’, which is frequent in a number of games but unrealistic in ours: The negative impact on voters’
beliefs associated to a given policy (here B) is indeed the crucial reason why the incumbent may consider
a pooling equilibrium in the first place. We show below how assuming passive beliefs would destroy the
incentive to pander.
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Vote Inc.
Prob. 154 Inc. wins
A | Independent Inc. wins
| voter ()
Incumbent ‘ Vote Opp. <
Prob. 1 — fi54 (1-p)
i Opp. wins
B o !
Al
Incumbent Vote Inc.
Prob. 58 Inc. wins
Independent ®) Inc. wins
voter
Vote Opp.
Prob. 1 — 4S8 (=p) ™ Opp. wins

Fig. 1 The separating (S) equilibrium

e If the incumbent observes good news, a, she prefers the congruent policy A.
This holds if and only if: (X, + 1)+ p(X, + %) + (1 = p)IG(A)(X, + u*)]
> (X, +0) + pX, + u) + (1 — pIG(EB)(X, + u*)]. This condition simplifies
into the following inequality that is always satisfied:

L+ (1=p)- [G(*) = G@*P)] - (X, + ) 2 0.

Choosing a ‘good news’-policy (A) when it is congruent with the private signal
increases both reelection chances and social welfare. So there are no incentives
to choose policy B.
e If the incumbent observes ‘bad news’ b, she prefers to choose the congruent pol-
icy B. This holds if and only if (X; + 0) + p(X, + u?) + (1 — p)[G(A5B)(X, + u®)]
> (X, — L)+ pX, + 4®) + (1 = p)IG(a58)(X, + uP)]. It simplifies into

L2 (1 -pIGE*") - GE*™)) - X, +u") IO

This condition is met if the loss L caused by continuing the policy more than
offsets the associated gain in reelection probability, given the rents from being in
power (X,) and the expected welfare generated when in power ( ub).
In the absence of conformism (W = 0), the incumbent is never sure of being ree-
lected, since p < 1. With conformism however, as shown in Table 1, there are sets
of parameters for which the incumbent is sure to be reelected if she chooses the
‘good news’-policy A. She may even be reelected for sure whatever her decision,
when the desire for conformity is very strong and the incumbency advantage is
large enough.

We distinguish three cases, defined by the minimum conformism levels that
ensure reelection for a given decision (given that beliefs in the separating equilib-
rium are 45(A) = p and pS(B) = ub):
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Vote Inc.
Prob. P

,| Independent

Inc. wins

Inc. wins

i| voter ()
Prob. 1 —a? (1-p)
i Opp. wins
B o !
Incumbent Vote Inc.
Prob. 58 Inc. wins
Independent ®) Inc. wins
voter
Vote Opp.
Prob. 1 — 458 (1=p)™ Opp. wins
Fig.2 The pooling (P) equilibrium
Vote Inc. /A Inc. wins
A
(proba 1) . Independent Inc. wins
{| voter ®)
. Vote Opp. /A | Nature | <
i 1-
(proba ) B (1-p) Opp. wins
N ti
=) (proba d)
Vote Inc. /B_ Inc. wins
B Independent ©) Inc. wins
(proba 1 - ) voter <
Vote Opp. /B (=P Opp. wins

Fig. 3 The mixed-strategy, semi-separating, (M) equilibrium

W) = T(1— 4 and W'(B) = T(1— o)

Strong conformism: If W > W' (B), the incumbent is sure to be reelected what-
ever her policy choice.

Intermediate conformism: If W'(A) < W < W!(B), an incumbent is sure to be
reelected only if she chooses the ‘good news’ policy A.

Weak conformism: If 0 < W < W'(A), the incumbent’s probability of being
reelected is lower than 1 whatever her policy.

(ShH
(82

(83)
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Table 1 Re-election probabilities in the S equilibrium

Case # Conformism W Proba. if Proba. if Impact on
d=AG@E™) d = B G(#*®) (Cy,_, G - G(a*)
Case S1 W > W(B) 1 1 0
CaseS2 W'B>wW>w'@ 1 yb+1”TpW 1—;4’]—1”pr
Case S3  W!(A)>W>0 /4“+1’T',,W ””%,,W ut—ub

The impact on re-election of switching from decision d = B to decision d = A
is given by the difference in the last column of Table 1.

Lemma 1 The gain in reelection probability associated with choosing A rather than
the ‘bad news’ policy B does not depend on conformism except when it is intermedi-
ate (Case S2).

For strong conformism (Case S1), because the incumbent’s decision does not
affect her reelection probability, she is better off making the efficient choice. The
conditions for S to exist are thus always met, (IC)f2=0 : fp >0.

For intermediate conformism (Case S2), reelection is ensured if the incumbent
chooses d = A, but depends on the strength of conformism if she chooses d = B.
Constraint (IC)fH then directly depends on W and writes as

L>1-pli- %W—ys(ﬁe) (X, + u"].

For weak conformism (Case S3), reelection is never certain. Constraint (IC)E2=0 is
L>(1-p)[u’ = u"]1X, + 4.

Thus weak conformism plays no direct role in the incentive of the incumbent to
choose congruent policies.

To sum up, an increase in W makes incentive constraints in S (weakly) less
stringent for two reasons: (i) because it may lead to reaching a new threshold, and
(i1) because it has a continuous impact on incentives when W lies in the interme-
diate range (Case S2).

Detailed proofs are in Appendix A.3. The above results yield Proposition 1 on
the conditions for a separating equilibrium and on the impact of more desire for
conformity.

Proposition 1 (The separating equilibrium) When Q = 0 (“office-motivated” incum-

bent), the separating S-equilibrium exists if and only if the incumbent has incentives
to choose the congruent policy B when her signal is b.
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Case S1 (W > 1pi(1 - /4”)]. For strong conformism, S always exists.

Case S2 1;’D(l —uH<wW< ];p(l — u?)|. For intermediate conformism, S exists
if L>(1 —p)(l —ub - fTWP)(XZ + u”). Increases in W continuously
make S more likely to exist.

Case S3 [0 <W< 1’%”(1 - ;4“)]. For weak conformism, S exists if

L>1-p)(u- /4b)(X2 + uP). This is the most stringent constraint for S
to exist, and it does not depend on W.

A higher W facilitates meeting the incentive constraint.”® The fundamental reason
for this impact of conformism on the emergence of the separating equilibrium is that
it lessens the cost (in terms of re-election chances) of following a ‘bad news’ policy.
The incumbent has thus more incentives to choose the most efficient policy.

Corollary 1 More conformism makes it more likely than an equilibrium exists where
the incumbent makes efficient choices.

Note that, as discussed in Sect. 5, this does not guarantee that conformism leads
to higher social welfare.

4.2 The pooling equilibrium P withQ = 0

Let us now consider the pooling (“pandering”) equilibrium in which an incumbent
hides unfavorable news (b) by choosing action A, as she does when in the favorable
state (a).

In order for a P-equilibrium to exist, the following incentive conditions must be
met:

e The incumbent prefers the congruent policy under signal a. This holds if and
only if** 1 + (1 = p) - [G(2) — G(A5(B))] - (X, + u) > 0, which is always satis-
fied.

e The incumbent must also prefer policy A under signal b although it
is not congruent. Given the equilibrium beliefs x4 and out-of-equi-
librium beliefs u58, this is preferred by the incumbent if and only if
&) = L) +p + 1) + (1= PIGDX, + u")] 2 Xy + 0+ p(Xy + ub) + (1 = G, + 1],
which simplifies into

L<(1=-pIGR) - GEHIX, + 4’1 UOP_,.

23 Note that in case S3, W < %(l — u%), which implies that y* — i > 1 — pb — %: The condition for
the incentive constraint to be met is stricter than if it remained the same as in case S2.

24 Before simplification the condition writes as: X, + D+ pX, + p) + (1 = plGA)X, + uM)]
> (X; +0) + p(X, + ) + (1 = PIGA BNX, + pu)].
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On a technical side, under the assumption of passive beliefs (which is eliminated
by the Intuitive Criterion), this condition could not be met: Choosing policy B
would not be considered ‘bad news’ and there would be no reason for the incum-
bent to avoid it.?’

As in the S equilibrium, we can distinguish three cases, that correspond to differ-
ent expressions of the reelection probabilities when the independent voter is pivotal.
We define W'¥ = lp%p( 1 — u) as the minimum conformism level ensuring reelec-

tion with probability 1, given the voters’ beliefs (u) in the pooling equilibrium after
observing the equilibrium decision A.?® The cases are summarized in Table 2.

In case P1 [Strong conformism], the incumbent is sure to get elected whatever
her policy. There is then no incentive to distort policy choices away from efficiency
and P does not exist. The conditions for this case corresponds exactly to the one
under which the incumbent strictly prefers choosing efficient policies in the S equi-
librium (cases S1) and P1) are defined identically).27

The pooling equilibrium P cannot arise: Strong conformism eliminates pander-
ing.This result is very strong: It does not depend on the size of the benefits (1) and
losses (L) associated with the chosen policies.

If we assume different out-of-equilibrium beliefs than ub, the definition of
strong conformism has to be slightly adjusted and cases S1 and P1 do not perfectly
overlap?®.

In case P2 [Intermediate conformism], the incumbent is sure to get reelected
when she runs policy A but not if she plays the out-of-equilibrium strategy B. The
incentive condition (IC)‘;;:O is then

p
L<( —p)[l - EW—WJ](X2+M).
When W increases, the incentive condition is more difficult to satisfy.

In case P3 [Weak conformism]’, the incentive condition (IC)‘;;=0 that ensures that
P exists, becomes

L<(=p)lu—p1X, + ).

25 When beliefs do not react to the incumbent’s decision, 4% has to be replaced by ji. The right-hand
side becomes null (G(ji) — G(fi) = 0), and we cannot have f < 0. Choosing the ‘bad news’ policy B
does not degrade beliefs (nor reelection chances); but it enables to avoid the loss L due to a non congru-
ent policy. It is therefore always a better strategy. In other words, if we assumed passive beliefs, the nega-
tive signal associated to policy B would be assumed away, and the pandering equilibrium P could not
exist.

26 Tf the incumbent played the out-of-equilibrium strategy B, the threshold would be determined by the
out-of-equilibrium beliefs, and equal to ﬂ(l — 44°°¢) given our assumption that y5(B) = u°%.

27 Condition (IC)? _o 18 then equivalent to L < 0, which is not possible.

28 With out-of-equilibrium beliefs 4°°¢ when policy B is chosen, the S equilibrium is the only pure-strat-
egy equilibrium that exists when W > %[1 — u%].
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The conditions for the existence of the inefficient P-equilibrium are summarized in
Proposition 2

Proposition 2 (The pooling equilibrium) When the incumbent is office-motivated
(Q = 0), the existence of a pooling equilibrium P is determined by the incentive con-
straint under the bad news signal (b).

Case P1 [W > 1%”(1 — u®)]. For strong conformism, pooling can never arise as an

equilibrium outcome.
Case P2 [lp;p(l - <W< lp;p(l — u?)]. For intermediate conformism, P exists

if L<(1-p)[l- l’%pW — uP1(X, + uP). Increases in W continuously
make P less likely to arise.
Case P3 [W< %(1 —u)l. For weak  conformism, P exists if

L<(=-plu- /41’](X2 + uP). This is the least stringent constraint for P
to arise and it does not depend on W.

The following proposition is a corollary from Propositions 1 and 2:

Proposition 3 (Conformism and equilibrium existence) Strong conformism elimi-
nates inefficient policy choices for an office-motivated incumbent. When
W > lp;p(l — ub), the S equilibrium always exists and P does not exist.

In the special case where A consists in persisting in a policy and B in repealing it,
strong conformism eliminates inefficient persistence.

One can note that the result that strong conformism leads to more efficient decisions is
in line with the analysis in Maskin and Tirole (2004): If conformism is extremely strong (or
if the incumbency advantage of the incumbent is extremely large), the incumbent is always
reelected. Her mandate no longer depends on her decisions—as the judge in Maskin and
Tirole (2004). Although the mechanism and framework are quite different, a common
thread is that being less exposed to election pressure can improve decision-making.

5 The impact of conformism on social welfare

The previous section shows how an increase in conformism makes it more likely
that the incumbent makes efficient choices, that is: chooses policies congruent
with the real state of the world. However this is not enough to conclude that con-
formism improves social welfare: Social welfare indeed also depends on the qual-
ity of the selection of the decision-maker in the second period.
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Table2 Reelection probabilities in the P equilibrium

Case # Conformism W Proba. if Proba. if Impact on (IC)” G(j1) — G(iB)
d=AG(@) d=BG@E®)
Case P1 W > W'(B) 1 1 0
Case P2 wiB)>w>w? 1 ,ub+1LW 1—;4b—1LW
-p P
Case P3 WP >Ww>0 u+ pW yb+ﬁW u—ub

We assume that social welfare is the sum of the expected benefits created by the
elected politician over the two periods. Given a signal s and a decision d, social wel-
fare is:

SW=E1-I_,+0-I_, +e(dy’ + (1 —e(d)O)]

We denote social welfare as a function of the equilibrium case considered (S1, S2,
etc.). Details of the computations are in Appendix A.5.

5.1 Social welfare in a S-equilibrium

In a separating equilibrium, social welfare is equal to*

SW(ST) =u(1 + u*) + (1 — wp”
SW(S2) =u(1 + u)+ (1 — p)

2
[<p+(1 —p)(u"+1”—w)>u”+<1 —p)1<1 - (Mh+ﬂ> )]
=P 2 I-p

~SA\ ,.a 1 pw ?
SW(S3) =u |1+ (p+ 1 =p)a*)u +(=p)s| 1= (4 15

1 W\’
+(1—n) [0+ (p+A=pa*)u"+ —p)5<1 - <u"+ ﬂ) >]

5.2 Social welfare in a P-equilibrium

For strong conformism (P1), no pooling equilibrium exists. In a pooling equilib-
rium, social welfare equals:

2 For strong conformism (S1), the incumbent is always reelected and generates an expected welfare that
depends on the signal. For intermediate conformism (S2), she is reelected for sure when s = a as she then
plays A, but not always when s = b (as she then plays B) in which case the opponent gets reelected with a
positive probability and creates expected welfare . . For weak conformism (S3), reelection is always
uncertain.
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SW(P2) =u(1 + u*) + (1 — ) (=L + p)
SWP3) =u[l+ @+ 1 -p)pu‘] + 1 = w[-L+ @+ 1 —-p)u’]

2
1 pwW
+A-p)=|1- + — .
(d-p)5 < <M = p) )
For intermediate conformism (P2), the incumbent always gets reelected; for weak

conformism (P3), the incumbent, whatever the signal, is reelected only if W and p
are large enough (/i large).

5.3 The effects of conformism on social welfare
Conformism has several effects on social welfare:

— A negative effect that arises from the voter’s choice, the ‘candidate selection
effect’: An increase in W increases /1%¢ and i, so the incumbent is reelected too
often against a more appropriate opponent, whether the equilibrium is a pooling
or separating one.

— Positive effects that arise if conformism changes the equilibrium:

— A positive ‘policy selection effect’: If, and only if, an increase in W induces
a switch from a pooling to a separating equilibrium, then it avoids the loss L
from non-congruent decisions in state b.

— A positive ‘voters information effect’: If, and only if, an increase in W induces
a switch from a pooling to a separating equilibrium, then it improves voters’
information on the incumbent, and it avoids a too frequent reelection of a
b-incumbent and too rare reelection of a a-incumbent (so it improves candi-
date selection).

The welfare impact of an increase in conformism depends therefore crucially on
whether it changes the type of strategy played by the incumbent. Appendix A.5.3.
details the impact of a marginal increase in W that leads to moving from an equilib-
rium configuration to another.

In some cases, increases in W have no effect on decisions (because the equi-
librium remains either separating or pooling), but they affect re-election chances.
Under separation, marginal increases above W'(B) or above W'(A) change equilib-
rium configurations, but not the efficiency of decisions, as the equilibrium remains
separating. But the incumbent is more often re-elected, although she is less appro-
priate than the opponent under u < u°. This corresponds to the candidate selection
cost of an increase in conformism, in a separating equilibrium. Under pooling, a
marginal increase in W above W'” ensures that the incumbent gets re-elected with
probability 1. This has an ambiguous effect on social welfare as both types of incum-
bent (‘a’ or ‘b’) are re-elected more often than if conformism was slightly weaker.

In some other cases, increases in W may instead affect the efficiency of deci-
sions, by inducing a switch from a pooling to a separating equilibrium. For
instance, a marginal increase in W from under to above W!(B), moves the
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equilibrium from P2 to S1. In both cases, the incumbent is always re-elected so
no candidate selection effect arises. But the switch would create a welfare gain of
SW(S1) — SW(P2) = (1 — u)L > 0, since the incumbent would now select a congru-
ent decision. Moving from P3 to S2 would both avoid some losses from pandering
and improve candidate selection.

Proposition 4 (Conformism and social welfare) Conformism has an ambiguous
impact on social welfare.

— A marginal increase in W inducing a move from a S2-type equilibrium to a
S1-type one, creates a welfare loss (candidate selection loss).

— A marginal increase in W inducing a move from a P3-type equilibrium to a
P2-type one, has an ambiguous impact on welfare.

— A marginal increase in W inducing a move from a P2-type equilibrium to a
S1-type one, creates a welfare gain (decision selection efficiency gain).

6 The case of an altruisticincumbent, Q2 > 0

This section briefly presents the results when the incumbent is ‘altruistic’
(1 > Q > 0), in the sense that she cares about private benefits, but also about social
welfare, even when not in power. Detailed results and proofs are in Appendices A.3.
and A 4.

Note that we do not assume that the weight on social welfare is the same when in
power (weight 1) and when out of power (weight Q). This is because being in power
implies specific additional incentives provided by the Constitution and by reputation
concerns concerns (as traditionally assumed in the literature).

While the degree of altruism of an incumbent can depend on personality, some
mandates are more conducive to such altruism: The mayor of a small municipality
may have strong chances of still residing in the city if her opponent gets elected, and
of being directly impacted by the quality of the new mayor’s choices.*

6.1 The intuition for a non-monotonic impact of conformism

Contrary to the case of an office-motivated incumbent, more conformism can lead to
more inefficiency in the policy choices of the incumbent when she is altruistic. This
effect arises from the impact of W on her reelection chances.

An altruistic incumbent partly internalizes the costs of being reelected against an
opponent who would be better able, on average, to generate welfare. The stronger the
desire for conformity, the more likely it is that the incumbent gets elected although
the opponent would have generated more welfare.

30 In some cases, one may argue that in a long-term perspective and for very ideological elections, an
incumbent may want her opponent to fail in her choices, so as to ensure that the incumbent’s party will
be back in power in a future period. We abstract from this last case (Q < 0).
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Compared with policy B, choosing policy A makes it more likely that the incum-
bent gets reelected although the opponent would actually have raised more surplus.
Policy A therefore involves losing in expectation a higher potential benefit (because
of the non-election of the opponent) than policy B. Indeed, if the opponent does
not get elected despite the ‘bad news’ associated to B, her perceived ability u° must
be low. An altruistic incumbent has therefore lower incentives to hide bad news by
choosing A when her signal is b.>!

This effect makes the incentive condition in a separating equilibrium easier to
satisfy and the incentive condition in a pooling equilibrium more difficult to satisfy.

However, an increase in W does not always reinforce this socially efficient effect:
When W increases,

— the probability that the opponent is of higher ability that the incumbent increases,
— but the opponent has fewer chances to be elected even if the incumbent chooses
policy B.

The two effects play in opposite directions, and each one dominates in a different
configuration (cf. Appendices A.3. and A.4.). At the extreme, when W gets so large
that the incumbent is reelected in all cases (strong conformism, cases S1 and P1),
altruism no longer plays any role.

In the main text, we provide only the conditions for the incentive constraint under
the ‘bad news’ signal b to be met, in a separating and in a pooling equilibrium. Con-
trary to the case with an office-motivated incumbent, the incentive constraint for sig-
nal a is not automatically satisfied with Q > 0. This is because of the additional
effects described above. However for reasonable parameter values, the incumbent’s
desire to be in power is strong enough so that the relevant constraint is still the con-
straint that applies under ‘bad news’ (Appendices A.3 and A.4 provide the analysis
for both "bad news’ and ’good news’ signals).

6.2 The socially efficient equilibrium S withQ > 0
Proposition 5 Consider an ‘altruistic’ incumbent (Q > 0).

Case S1 [W > 1pi(1 — u")]. The separating equilibrium always exists.
Case S2 [lp%p(l —uH) <WwW< ]p%p(l - ,ub)]. For intermediate conformism, the

incentive condition for the incumbent to select the congruent policy B
when her signal is b is

31 Conversely an altruistic incumbent may have perverse incentives to select B while her signal is a, in
order to reduce her reelection chances despite a strong desire for conformity from voters. However it
seems reasonable to assume that parameters are such that the associated incentive constraint is not rel-
evant.
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W w o\’
LZ(I—p)<1—Mb—IPTP>(X2+MI’)—(1—IJ)% ll - (ub+”—> ]

An increase in W has an ambiguous effect.
Case S3 [0 <W< %(1 - /4")]. For weak conformism, the incentive condition for
the incumbent to select the congruent policy B when her signal is b is
a Q a a pW
L2 (1 =p)u' = )X+ 4" = (1 =T (" = #b)<u +u”+ 2@)'

An increase in W makes it easier to satisfy.

6.3 The pandering equilibrium P with Q > 0
Proposition 6 Consider an ‘altruistic’ incumbent (€ > 0).

Case P1 [W > 1’%”(1 — u®)]. For strong conformism, pooling can never arise as an

equilibrium.
Case P2 [l’%p(l - W< lp%p(l — u?)]. For intermediate conformism, the

incentive condition for the incumbent to choose A when her signal is b is
satisfied if

2
LS(I—P)l<1—Mb—f)—W>(X2+ub)—%(1—<ub+—lpW ) )]
=5 =

An increase in W has an ambiguous impact.

Case P3 [W< 1%”(1 — u)]. the incentive condition for the incumbent to choose A

when her signal is b is satisfied if
Q pwW
L<(U=pu— )| X+ u)—=(n+u”+2—)|.
2 1-p
An increase in W makes the condition easier to satisfy.
An increase in W has a different impact in cases P2 and P3. In case P2, an increase
in W always makes the condition more difficult to satisfy when Q = 0 but not neces-

sarily when Q > 0. This is because it affects differently the election chances of the
opponent depending on the decision chosen (under decision A, a change in W has
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no impact on the opponent’s prospects since she does not get elected anyway). To
the contrary in case P3, an increase in W has no impact when Q = 0 but makes the
incentive condition easier to satisfy when € > 0. This is because an increase in W
reduces the chances of the opponent whatever the policy choice of the incumbent in
that case.

As a corollary to Propositions 5 and 6, we obtain the following result:

Proposition 7 Conformism has a non-monotonic impact on policy efficiency for an
altruistic incumbent.

7 Conclusion

Our analysis has shown how the signaling motives of an incumbent depend on
the degree to which voters wish to be on the winning side. This result holds even
though we have considered a set-up in which conformism does not interact with
voters’ assessment of the incumbent’s qualities. The incumbent’s signaling motives
may drive her to inefficiently select policies that are not adequate to the context,
and to continue failing policies. Because the incumbent benefits from an incum-
bency advantage, a greater desire to be on the winning side makes the incumbent
more likely to get reelected. This creates a ‘conformism advantage’ that benefits the
incumbent, and that arises from the interaction between incumbency advantage and
conformism.

The desire for ‘conformity’ has an ambiguous impact on social welfare and effi-
ciency. More conformism induces a better selection of policies by the incumbent,
and can (as a consequence) provide a better information to voters about the capabili-
ties of the incumbent. However it leads to re-electing too often the incumbent. Con-
formism has a non-monotonic impact when the incumbent is ‘altruistic’ in the sense
that she cares about social surplus even when not in power (a feature one may expect
to see more in municipal and local elections). Our results are consistent with exam-
ples of recent elections under high uncertainty on the future state of the world, under
the Covid epidemic. They apply more broadly to contexts in which the state of the
world (including the incumbent’s ability) is imperfectly known but which candidate
is ‘best’ can depend on the realization of this state.

The effects we highlight depend crucially on the existence of an incumbency
advantage. In this respect, media coverage, opinion polls and political advertising
may all modify the extent of incumbency advantage, with non-trivial consequences
on policy persistence and efficiency. A rise in the proportion of voters who are par-
tisans and are not politically volatile can also reinforce the impact of conformism.
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Appendix
A.1. Definition of an equilibrium
A.1.1.The incumbent’s strategy

Let 6(s) € [0, 1], for s = a, b, be the probability that the incumbent who observes
signal s chooses policy A. For pure strategies, we will use d(s) € {A, B} to denote
the decision following a signal s. So d(s) =A is equivalent to 6(s) =1, and
d(s) = B is equivalent to 6(s) = 0.

A.1.2.The voter’s strategy

We denote v(d) € [0, 1] the probability that the independent voter votes for the
incumbent when he observes that her decision is d. An independent voter cannot
be indifferent between voting for the incumbent and voting for the opponent,

A

unless her augmented belief (29 = u(d) + 1%pW) on the incumbent is exactly

equal to her belief on the opponent (4°). Because the exact value of u° is drawn
after the incumbent has chosen her strategy, the incumbent cannot play a mixed
strategy that induces this equality fi(d) = u°. So this equality only occurs with a
null probability with continuous distributions. The voter’s strategy is never
stochastic.

The independent voter always prefers to vote for the candidate for which his
(augmented) beliefs are the highest. We have:

Vd) =1 if 4E(d) + 1LW > u°
-p
V(d) =0 otherwise

where p(d) are the equilibrium updated beliefs following decision d in equilibrium
E.

Lemma 2 The independent voter always plays a pure strategy, which consists in vot-
ing for the incumbent if his (equilibrium) augmented beliefs about her are higher
than u°, and to vote for the opponent otherwise.

A.1.3. Pure strategies

A pure strategy profile [d(a), d(b), (V(d(a)), V(d(b))] and a belief
(uE(C), uE(R)) constitutes a Perfect Bayesian Equilibrium E, if the strategies
[d(a), d(b), (V(d(a)), V(d(b))] maximize each corresponding player’s utility given
beliefs (uf(C), uf(R)) and the other players’ strategies; and beliefs (uf(C), u*(R))
are updated using Bayes’ rule for strategies [d(a), d(b), (V(d(a)), V(d(b))].
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The incumbent’s socially efficient strategy is to choose the pol-
icy congruent with the signal. Equilibrium S is characterized by
[d(a) = A,d(b) = B), ((A), v(B)), (4*(A) = u*, u5(B) = u")].

Conversely, in equilibrium P, the incumbent hides her information by always
choosing the ‘good news’ policy A even though it is inefficient to do so when the
signal is b. P is characterized by [d(a) = A, d(b) = A), (W(A), v(A)), (u*, u’] and is a
pooling equilibrium. As explained in the text, we assume that the out-of-equilibrium
belief when observing B in a pooling equilibrium (in which the incumbent should
always play A) is the same as if the incumbent was playing the separating equilib-
rium, that it: uS(B) = u®.

In the main text, because we focus on pure strategy equilibria, we do not need
the above notations on mixed strategies, and directly use the choice made by the
incumbent (d € {A, B}) and the corresponding decision of the single representative
independent voter.

A.1.4. Mixed strategies

With mixed strategies, only the incumbent can play according to a non-degenerated
strategy (we have seen that the independent voter always prefers to vote either for
one candidate or for the other).

In addition, choosing B when the signal is a constitutes both a bad signal to voters
(which reduces reelection chances) and a bad decision in terms of welfare generated
in the first period. An incumbent who has observed signal a will therefore never play
B with a non-null probability.

As a consequence, a mixed-strategy equilibrium is necessarily a semi-separating
equilibrium in which

— the incumbent plays A with probability 1 if s = q,

— and plays A with probability é in [0,1] if s = b,

— the independent voter plays v(d) = 1 if M (d) + l’i—pW > p° and v(d) = 0 other-
wise,

— where beliefs comes from Bayesian updating: 4™ (B) = u” and uM(A) =
(Fig. 4).

”a
Hitubs

A.2. Mixed-strategy equilibrium

We characterize the mixed-strategy equilibrium for an office-motivated incumbent
(Q=0):
Given the voter’s strategy and beliefs, the incumbent cannot be reelected when play-
ing A if the mixing probability is such that uM(A) < u° — l%pW, that is if
e
Hi+pbs

< pu’ - 1’pr. So she cannot be reelected when playing A if a ‘b-type’ plays A

too often, i.e., if 6 > Z—: [”_;,_W - 1]. Because the mixing probability 6 is chosen
1-p
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before the realization of the opponent’s type, the incumbent uses expectations to com-
pute her reelection probability depending on the mixing probability.

e After observing signal b, the incumbent chooses her mixing probability 6 as fol-
lows:

W
max (1= 8)[0+X, +G<ﬂb+1pr>(X2+Mb)]
. “ )
+6|-L+X +G( —2— + L), + u)
pe+pbs  1—p

We need to distinguish three cases depending on whether G(,ub + %) and
G ( U+ %) are strictly below 1 or not.

A.2.1. M equilibrium with strong conformism

Assume that w is large enough so that u® + fTW >1 and p*+ % > 1, that is:
W > W!(B). Then we haveG(y” + %) - G<y“ + %) -1

In this case, playing A with probability 6 only generates losses L without changing
second-period outcomes (as can be seen from program 5 when replacing probabilities
by 1. The equilibrium value for 6 is the smallest possible: 0. The equilibrium is the
separating one.

Lemma 3 Case (M1) Strong conformism. [W > WY(B)]. The mixed-strategy equilib-
rium cannot exist. The only equilibrium is the separating one (6 = 0).

A.2.2. M equilibrium with intermediate conformism

Assume that w is intermediate so that u” + £~ - <1 and u*+ p W > 1, that is:
WIA) < W < W!(B). ThenwehaveG(u F ) =t 2 andG(y + ”W) —1

The incumbent’s problem is thus

pwW

max (1-5)(0+X, + <,ub+ 1—>(x2+;4b) +6[-L+X, + X, + 4’
i -p

The first-order condition writes as

' w
0=—|x, + </4b+1pr>(X2+ﬂb)] FI-L+X, +X, + 4]

W
=L+ 0+ |1 -4 —1”—]

This condition is independent from 6 so the solution is bang-bang. The equilibrium
is a separating one (6 = 0) is the expression is negative (the objective decrease in o),
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Vote Inc. /A
oba —F— + L w
A o a+ wems Fip) Inc. wins
(proba 1) ,| Independent Inc. wins
| voter ®
. Vote Opp. /A | Nature | <
i 1-
(proba p) B -p Opp. wins
.
.l
=p (probad) +

Vote Inc. /B

(proba 1 H) Incumbent
[tncumbent | ot si - 1)
Inc. wins
B \ | Independent ( Inc. wins
. . p)
(proba 1 - 9) voter

Vote Opp. /B (1-p)

Opp. wins

Fig.4 The mixed strategy (M) equilibrium

ie., if (X, + ,ub)[l /4 - —] < L. Tt is pooling (6 = 1) if the expression is posi-
tive: (X, + u”)[1 — u® — pW] > L.

The condition can be expressed in terms of desire for conformity, W. Denote
wM = lp%p[l —u’ - x2+,4b] The equilibrium is a pooling one if W < WY and a sepa-
rating one if W > WM. Mixed-strategy equilibria cannot exist, except for W exactly
equal to WM (in which case there are a multiplicity of equilibria, with & in ]0,1[). We
neglect this possibility below as it is a mathematical artefact that brings no insight.

Because the analysis is only valid for the case where
WA (= l’%”[l —u'D) < W< W(B)(= 1}%’)[1 — 1%]), two cases are possible:

- If 1-pw'<l-p Xib’ that  is: if ot =t >X+b’ then
WM = 1’%”[1 - - b] > W!(A). So WM does belong to [W'(A), WI(B)[ The

equilibrium is a separating one for W in [WY, W!(B)[ and a pooling one for W in
(W'A), WM[
- Ifut—ub <

A then WM < W'(A). For W € [W!(A), W!(B)[, the equilibrium

is always separating.

Lemma 4 Case M2 Intermediate conformism. [W'(A) < W < WY(B)]. Define
WM = ‘%”[1 —ub - 1

Xo+ub

< W!(A) and the only equilibrium is the separating

one S.
€ [W!(A), WI(B)[; The equilibrium is
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separating (S) for W¥ < W < W!(B),
pooling (P) for W!(A) < W < WM,

An increase in W makes it more likely that the equilibrium is separating.
A.2.3. M equilibrium with weak conformism

Assume now that w is small enough so that u” + % < 1and u*+ % < 1, that is:
W < W(B).
Since G(.) is the uniform distribution on [0,1], the problem is:

w
max (1 - 5)[0+X1 + <,4” + 1”—)()(2 +,uh)]
-p
u rW b
+6|-L+X +| ———+— X +
[ ' (u“+/4b5 1—p>( 2T )]
The first-order condition is

0=—L+X,+u")

a w w a w
[<_ﬁﬁr+£_>_<¢+£_)+5i<_l77+£_>]
ut+ubé6 1-p 1-p 0o\ u+pubé  1-p

The benefit of increasing 6 is that it increases the reelection probability (leading to
a gain X, + u) since A is played more often; Its costs are that it also increases the
expected loss from playing A while it is inappropriate, and it downgrades the beliefs
of the voter about the incumbent when observing A, which reduces the reelection
probability.

The first-order condition can be written as:

e b ueu”
O=—L+X, +pu")| —— -yt —6—F—
e #)[M”‘Fﬂbfs Mo s
L o Ma Maﬂb

— + —
X T s et o)

L b a b c\2 a b a a, b
= — + + o) + + ) -5
( 3 - ,u)(u u’o) + (u + u’dyu uu

L b a bc\2 a?
=— + 5
< 3 - ,u)(y +pu’d) +u

which is equivalent to

) X, + ub
0=382u" +26uub + u <1 2T H ) (6)

T L+ (X, + )

@ Springer



Voter conformism and inefficient policies 237

Xy +ub
Lpb(Xy+ub)
hold for a positive 6. The mixing probability 6 is therefore the boundary
value, 6 = 0, and the equilibrium is separating.

< 1, then all terms in Eq. 6 are positive, so the equality cannot

Intuitively, this situation arises when the rents X, from being in power are rather
small and the losses L from non-congruent policies are large, so that incentives
to pander (i.e., play A after signal b) are weak.

X, +ub
L pb (Xy+ub)
can exist. If it does, it solves the second-degree Eq. 6. The discriminant of 6

a1 — (] — Xt = 4y P bt Kot
is 4u <1 (1 L+Mh(X2+/lb))> =4u“ u TG 0. There are two real

roots to this equation, one of which is always negative. The relevant root is

X, + ub
2p A —————— | e,
HH HR L+ pb(Xy + ub)

a X, + b
s=H]_14+ _ T
HP L+ ub(X, + ub)

This root must belong to ]0, 1[ to effectively correspond to a semi-separating
equilibrium. It it clear that the larger L (losses from playing A instead of B with
probability 6), the more likely it is that the equilibrium is separating (6* < 0).

e Let us consider the case where > 1 so that an interior solution for 6

5 =

2ub?
@)

A.3. Separating equilibrium—Proof of propositions 1 and 5
A.3.1. Preliminary computations

- Incumbent’s objective. We provide here the proofs for the general case where Q
may be positive or null. We derive Proposition 1 (case € = 0) and Proposition 5
(case Q > 0). Any objective characterized by Q € [0, 1] is also covered.

- Expected benefit from the opponent conditional on her winning the election.
When the incumbent’s decision is d and 1 > /i¥? > 0 (so that the opponent can be
elected with a positive probability), the expected benefit generated by an oppo-
nent who wins the election is the conditional expectation E[u°|u® > 4], with

d fylEd xgdx 1 4 Pz
E[p°|p° > g™ = = .
[u®|u® > =] T 5

Note that this conditional expectation depends on what is observed by voters (d) but
not on what the incumbent knows (the true state s).
If 454 = 1, since u° < 1, then the opponent can never win.
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A.3.2. Incentive conditions for the S-equilibrium in the favorable state (a)

Choosing a congruent policy (A) is preferred to the non congruent policy (B) if
and only if:

X, + 1)+ pX, + 1) + (1 = p)GE*HX, + )
sA 1+ﬁSA
+ (1 =p)(1 = G(E*HQ——

> (X, — L)+ p(X, + u*) + (1 = PGP (X, + u®)
5B L+ A s
+ 1 -p)1 -G(j ))QT ICY(a)

& 1+L+1-p|[(G@*" - G@*) (X, + u)

K2 = GENA+ A = (1= GG +i™)] 2 0.

If Q = 0, this condition is always trivially satisfied (the incumbent has no incentive
to hide her information when this information is good news).

Lemma 5 Office-motivated incumbent with a favorable signal (a): An increase in W
on the incentive condition for a separating equilibrium (IC5(a)) has no impact when
Q = 0; The incentive condition is always satisfied.

— This lemma constitutes a first part of the proof of Proposition 1: There is no
need to study the incentives of an office-motivated incumbent when the signal
is a, the only relevant constraint is the one for signal b, IC3(b).

— We study below the incentive condition under signal a for Q > 0, before turn-
ing to IC5(b).

- Case S1: W > W'(B) = [1 — u®1(1 — p)/p. Strong conformism.
When W > W!(B), we have G(5i**)) = G(4%8) = 1, and the incentive condition
simplifies into

1+L>0

which is always satisfied. The incumbent is sure to win even with a ‘bad news’ pol-
icy. The degree to which she cares for social welfare when not in power (€2) plays no
role, since she will always remain in power.

- Case S2: [1—ubl1=p)/p<W<[1=pu*l1—-p)/p. Intermediate
conformism.

We have G(4%4)) =1 and G(i%F) = o5 = u + %' The incentive condition

writes as
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1+L+(1-p)

(-0t

W W
2o (14 + 25V (1-w - 22 ) )| 20,
2 1-p 1-p

that is (using (X + y)(x —y) = x> — y?):

2
1+L+(1—p)l<1—yb—Lw>(x2+,ﬂ)—9<1—<yb+ﬁ) )] >0.
l-p 2 1-p

Therefore an increase in W

— has no impact on the incentive constraint when Q = 0 (it is satisfied anyway)
— makes it easier to satisfy the incentive constraint when > 0.

The positive impact of W when the incumbent is altruistic comes from the following chan-
nel: An altruistic incumbent has some incentives to select the bad news policy in order to
be replaced by the opponent when the latter is “good enough”. However an increase in W
reduces the chances of the opponent of being elected even if the incumbent chooses the
bad news policy. It therefore reinforces the incentives to select the good news policy (A)

- Case S3: W < [1 — u?1(1 — p)/p. Weak conformism.

In that case, G(a%4)) = % = u* + l”TpW and G(a%8) = p%8 = ub + l’%pw. The
incentive condition writes as

P

w w
L+L+(1 —p)((/t“+ T W p—)> (X, + u)
-p 1-p

+(1—p)%[<1+ya+f—w><1—(;ﬂ+ﬂ)>
-p l-p
_<1+#b+ﬂ><1_(yb+ﬂ))] Z(),
1-p 1-p

S 1+L+0-p)
[(u* = uP)X, + 1)

w w
+9 1+Iu“+p_ 1_ﬂ‘l_p_
2 1-p 1-p
w w
_<1+Mb+P_><1_,,b_p_W)
I-p I—p

Using twice that (x + y)(x — y) = x*> — y?, we can rewrite the incentive condition as

> 0.
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1+L+(1-p)

[ W\ W\
(u“—u")(xz+u“>+%<1— (u“+1”—> —(1— <u"+”—> >>] 20,
i 4 I-p

& 1+L+(1-p)

_ W ) W 2
(ﬂ”—ﬂb)(X2+llu)—%<<ﬂa+1pr) _<”b+1pr> )] >0,

o 1+L+(1-p)

[ o _ Q0 ) W
(" = W)X + 1) = S (u —/4”)<;4 +;/’+2pr)] > 0.

For Q > 0, this condition becomes more difficult to satisfy when W increases. This
is because an increase in W now reduces the chances of the opponent being elected
both for the good news and the bad news policies. The effect is stronger for the
good news policy (A) because under that policy, only a very good opponent can be
elected, which is desirable from the point of view of an altruistic incumbent (but not
of an office-motivated incumbent).

Lemma 6 When Q > 0 (“altruistic” incumbent), an increase in W has a non monot-
onous impact on the incentive condition for a separating equilibrium under signal a:
It makes the condition easier to satisfy for intermediate conformism (S2) but more
difficult to satisfy for weak conformism (S3).

A.3.3. Incentive conditions for the S-equilibrium in the unfavorable state (b)

Choosing a congruent policy (B) is preferred to the non congruent policy (A) if and
only if:
X, +0+4pX + 1) + (1 = PG (X, + p)
(- p1 - Gl A
> X, — L+pX, + u”) + (1 = p)G*) X, + u?)

1 SB
+1-p- G(ﬁSA))Q+T” (IC)(b)

This condition writes as
L+(-p)
[(G(*®) = G(a*)) (X, + u”)
+% (1= GE™H( + i) = (1= GENA + i) | 2 0. 1Cr®)

-Case SI: W > W'(B) = [1 — p*]1(1 — p)/p. Strong conformism.
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When W > WI(B), we have G(i%*) = G(458) = 1, and the incentive condition
simplifies into L > 0 which is always satisfied.

- Case S2: [1—u“l1-p)/p<W<[1-=pub)1=p)/p. Intermediate
conformism.

We have G(1%*) =1 and G(a%%) = 4’8 = b + %. The incentive condition

writes as

L+(1-p)

(o e
(- (o))

w
& L-( _p)<1 -’ - f%p)(xzw”)

' W W
v d-p2(1-w - 2V (14 2
2| 1-p 1-p

w
o L—(l—p)(l—ub—pfp O + 4

[ w2
+(1—p)9 1-— ﬂb+p_ >0
2 1-p

w
< L>1 —P)<1 —ub - E)(Xz"'ﬂb)

@l (e VY
(1 p)zll (/4 +1_p>]-

When Q = 0, the condition is unambiguously easier to satisfy when W increases. It
is satisfied if L is large enough compared to ego rents X,.

When w > 0, the incumbent internalizes that if she chooses the congruent deci-
sion (B), the opponent has chances to get elected, which is good for social wel-
fare. She is thus more willing to choose the bad news decision. This is reflected
by the last term in the incentive constraint, which is positive. However, because a
higher W reduces the chances of the opponent even when B is chosen, the above
effect (that plays in favor of separation) is weakened when W increases.

Lemma 7 When the signal is unfavorable (b) and conformism is intermediate
(1= P11 =p)/p < W < [1 = u?)(1 = p)/p). the impact of an increase in W on the
incentive to choose the congruent decision B

— 1is strictly positive if Q = 0,
— is ambiguous if Q > 0.

@ Springer



242 C. Aubert, H. Ding

- Case S3: W < [1 — u®1(1 — p)/p. Weak conformism.
mmmmaaﬁmqﬂ=w+%mmmﬂﬁwwzw+%ﬂmmwm

tive condition (JC)5(b) writes as
w w
L+ -p|(u+ L) - (w0 =
1-p 1-p
w w
ca-p2(1- (w22 14+t + 22
2 1-p 1-p
w w
—<1—(,ﬂ+”—)><1+;ﬂ+p—>
l-p l-p

L-(-p)
[ = u")X, + u?)

w w
+9( l—yb—p— 1+#b+p_
2 1-p 1-p
w w
—<1—Ma—ll—><1+u“+fl—>]zo
l-p l-p

which simplifies (using the same second-degree identity as for the incentive con-
straint under signal a) into

W\’ w \?2
L"'(l_p)l‘(ﬂa—ﬂb)(xz+ﬂb)+%((u“+lp—) - <Mb+—p > ] >0
P 1-p

X, + ub)

>0

that is:

w
< L+(1—P)[—(M“—Mb)(xz+ﬂb)+%(M”—Mb)(u"+u”+2lpr> >0
w
® LZ(l—P)(M”—Mb)(Xﬁﬂ”)—(l—p)%(ﬂ“—;4”)(;4“+;4”+2—1p_p>.

An increase in W has no impact when Q = 0 but makes the incentive constraint
easier to satisfy when Q > 0. This is because an altruistic incumbent internalizes
the positive impact on social welfare (via a more likely reelection of a high ability
opponent) of choosing the bad news policy B. When W increases, it implies that the
opponent can only be elected if she has a high u°, which reinforces the above incen-
tives to choose policy B. Compared with case S2), there is no ambiguity because the
increase in W has an impact on the reelection chances of the opponent both when the
incumbent chooses A and when she chooses B.

@ Springer



Voter conformism and inefficient policies 243

Lemma 8 When Q > 0 (“altruistic” incumbent), the incentive condition for the
incumbent to select the congruent policy B when her signal is b is

— S1 always satisfied for strong conformism (W > W'(B) = [1 — x*1(1 — p)/p).
— S2 satisfied if

2
L —p)(l - f—W)(X2+ub>—(1 —p)gll— <u”+ﬂ> ]
-p 2 l-p

for intermediate conformism (W'(A) < W < W!(B)).
— S3 satisfied if

w
L1 =p)u' = u)X +p") =1 —p)%(ﬂ” - #b)</4“ +u’ +21PT,,>

for weak conformism (W < W!'(A) = [1 — u*]1(1 — p)/p).

In case S2, the derivative of the right-hand side with respect to W is of the sign of
1%ﬂ[—(Xz + 12+ Qe — (U’ + %)]: An increase in W always makes the condi-
tion easier to satisfy when © = 0 but not necessarily when Q > 0.

In case S3 to the contrary, an increase in W has no impact on the incentive condi-
tion when © = 0 but makes it easier to satisfy if Q > 0.

Replacing Q by zero yields the results in proposition 1, since in that case the
incentive condition under signal a is always satisfied.

Lemma 9 When Q > 0 (“altruistic” incumbent) and under the unfavorable signal
(b), the impact of an increase in W on separation incentives

— is null for large conformism (S1),
— is ambiguous for intermediate conformism (S2)
— is positive for weak conformism (S3).

A.4. Pooling equilibrium - Proof of propositions 2 and 6

In a pooling equilibrium, the incumbent chooses policy A whatever her private sig-
nal. Beliefs are given by u”(A) = u (no learning) and out-of-equilibrium beliefs
uP(B) = u® (belief consistent with the intuitive criterion, as discussed in the text).
The analysis can be rewritten for any out-of-equilibrium beliefs u*'(B) = 1 > uby
simply replacing u” by u®.
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We omit the incentive constraint that ensures that the incumbent prefers to choose
A when she has signal a. For Q = 0, it is always trivially satisfied (as for the separat-
ing equilibrium, and although equilibrium beliefs are not the same). For Q > 0, the
same type of complex additional effects arise as in the separating equilibrium. We
focus here on the most relevant constraint, the one that ensures that the incumbent
prefers to hide a bad-news signal b by choosing policy A.

Under the unfavorable signal b, choosing the non congruent policy (A) is pre-
ferred to the congruent policy (B) if and only if:

1 P
X, = L+p(Xy + ub) + (1 = p)GAP)Xy + ub) + (1 = p)(1 — G HQ—-

> X, +0+pX, + ub) + (1 = pGE*BYX, + ub)
spg L+ A% P
+(1=p)1 = G )Q—F— (C)'(b)

This condition simplifies into
L<(1-p)
[(G(a") = G(a%®)) (X, + u?)

F2((1 = GEMN + AN = 1= GENa + )| aor @y

- Case P1: W > WY(B) = [1 — u*1(1 —p)/p. Strong conformism.
We have G(i¥) = G(45%) = 1, and the incentive condition simplifies into —L > 0
which cannot be satisfied.
The condition on W for this case is the same as for case S1 (W > W!(B)): The incen-
tive constraint is always satisfied for the S-equilibrium but never for the P-equilibrium.
- Case P2:[1 — ul(1 = p)/p < W < [1 = u®1(1 = p)/p. Intermediate conformism.
We have G(4*) = 1and G(ji°8) = 458 = ub + %. The incentive condition (IC)?(b)

then writes as

L<(-p)

(=S ) o )
1-p 2 1-p 1-p

2

e LS(l—p)l(l—,uh—ﬂ)(X2+yh)—9<l—<yh+—pW ) )
1-p 2 1-p

An increase in W has two effects of opposite direction. The derivative of the right-
hand side with respect to W is of the sign of 1'%[)[—(X2 + 4P+ Qb + %)]: An

increase in W always makes the condition more difficult to satisfy when Q = 0 but
not necessarily when Q > 0. This is because it affects differently the election
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chances of the opponent depending on the decision chosen (under decision A, a
change in W has no impact on the opponent’s prospects since she does not get
elected anyway).

- Case P3: W < [1 — ul(1 — p)/p. Weak conformism.

In that case, G(i") = pf = u + % and G(#°8) = oS8 = u® + %. The incentive
condition (/C)S(b) writes as

—L+(1-p)

w 1%
(e 25)= (0 25) e
-p l-p
w

s L<(-p)
[ — uP)Xy + ub)

Q pW : »  PW :
ATy o)
2 2
N LS(I—p)l(ﬂ—#")(Xerﬂ"Hgl(uh+ﬂ> —<u+ﬂ)H
2 1-p 1-p

w
& L<(-p) [(u = KX + p) + %(ub - ﬂ)<# i +2—1p_p>]

w
o LS(I—p)(u—ﬂb)[(X2+,4b)_%<M+”b+zlp_p)]

An increase in W has no impact when € = 0 but makes the incentive condition eas-
ier to satisfy when Q > 0. This is because an increase in W reduces the chances of
the opponent whatever the policy choice of the incumbent in case P3.

A.5. Social welfare
A.5.1. Social welfare with separation

Using g% = u® + 1prW and g% = % + 1prW’ one can express social welfare for a
separating equilibrium as follows:
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SWST) =p(1 + u) + (1 = (O + p*) = p(1 + ) + (1 = "

SW(S2) =pu(1 + u*) + (1 — p)

1+ﬁSB
2

0+ (p+ U =pp*P)u" + (1 -p— (1 -pa*)

=u(l+p")+ 1 - )

<p+(1—p)</4”+1p—w>>ﬂ”

—-P
PV
b )

=u(l+u)+ (1 —p)

)
l(ﬁ+(1—p)<ub+%>>ﬂ +(1-p) ( ( ))]

L+ (p+ A =pa* )+ (1 - (l—p)ASA)

SW(S3) =u

2

14+ 0%

+(1-p) :

0+ (p+U=pa*)u” + (1-p—(1-pp**)

w1+ (p+ (=Pt + (1= pr3 (= 01+ 4]

+( = (p+ =P +(1 = p (1= )1+ )]

1 pwW 2
=u 1+(p+(1—p)ﬁSA)u“+(1—p)5<l— <u“+ﬂ> >]

1 pW ?
+(1 —M)l(l""(l -piB)u” + (1 —p)§<1 - </4b+ q) )]

For weak conformism, social welfare in the separating equilibrium is decreasing in W.
For intermediate conformism, two effects of 0pp051te directions arlse Social wel-

fare varies with W as the following expression: y” E - %( u+ ff;) The deriva-
2

tive is of the sign of 1%,;'“[) - ﬁ(“b + l’%pW) = _(1%,;) W. So welfare is also

decreasing in W for intermediate conformism.

This analysis within the different cases is however not a global analysis of the
impact of conformism: An increase in W can indeed induce a change in the expres-
sion of social welfare (from case S3) to S2, or to S1. The analysis of the impact
of conformism on social welfare is therefore complex and this impact is non
monotonous.

A.5.2. Social welfare with pooling

Similarly, social welfare in the pooling equilibrium is:
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SW(P2) =pu(1 + u*) + (1 = u)(~L + ")

SW(P3) =u[1+ (p + (1 = p ] + (1 = w|-L+ (p + (1 = p)u”|

+(1=p=(-pipt

=u[l+ @+ 1 =ppu] + 1 = w[-L+ @+ 1 =p)iu’]
+(A =2 =1+ )

=u[l+ @+ A =-ppu] + A= w[-L+ @+ 1 -ppu’]
+(A =201 - )

=u[l+ @+ -pp'] + A = w|[-L+ @+ 1 -pu’]

2
1 pwW
l-p=|1- —_—
+( p)z( <ﬂ+ 1_p> >
Recall that for strong conformism (P1), no pooling equilibrium exists. And the
reelection probability of the incumbent is independent from the true signal, as she

always chooses A and is always perceived as being of the prior ability p.
For weak conformism, social welfare in the pooling equilibrium is decreasing in W.

A.5.3. A discussion of possible impacts of increases in W

Under separation, assume that W increases marginally from under to above W'(B):
this leads to moving from S3 to S2. Similarly, if W increases marginally from under
to above W!(A), one moves from equilibrium configuration S2 to S1. In both cases,
the efficiency of decisions is unchanged (they are always congruent under separa-
tion). But the incumbent is more often re-elected, although she is less appropri-
ate than the opponent (u < u°). The effects on social welfare are respectively
SW(S1) — SW(S2) < 0% and SW(S2) — SW(S3) < 0. This measures the candidate
selection cost of an increase in conformism, when the equilibrium was separating
anyway.

Under pooling, consider a marginal increase in W from under to above W'? (the
minimum conformism level ensuring reelection with probability 1 under pooling).
This leads to moving from P3 to P2. It has an ambiguous effect: both types of incum-
bent (‘appropriate’ to future circumstances or not) are re-elected more often. The

effect ~on social  welfare is  gw(p2) - SW(P3) = [1-@+01-pp)]
[,u,u“ —-(1- ,u)%((y - H+0+ ]’pr - ;4”))] whose sign is not determined, due
to the two opposing effects in the second bracketed term.

A marginal increase in W from under to above W!(B), that moves the equilibrium

from P2 to S1 would create a welfare gain of SW(S1) — SW(P2)=(1 - u)L> 0. In
P2 as in S1, the incumbent is always reelected, so that no effect arises from candidate

32 SW(S1) — SW(S2) = (1 —,4)(1 -+ U =p)t+ lprW))%(l —ub - &W) <0.
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selection. But a positive effect arises from the incumbent’s selection of a congruent
decision.

Moving from P3 to S2 would both avoid some losses from pandering and improve
candidate selection, as voters would have a better information on the incumbent’s
appropriateness.
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