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Abstract

We study a model with rationally inattentive voters and investigate how an office-
seeking challenger designs a policy platform in the presence of the incumbent who
offers a simple stability-providing policy that preserves the status quo. We show that
the incumbent’s simple policy, while not in the best interest of the electorate, creates
negative externalities by encouraging the challenger to propose a more moderate
platform, which is sub-optimal for the voter. The model also explains why and
when the incumbent benefits from the high uncertainty and intermediate cost of
information.
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1. INTRODUCTION

Numerous political leaders have built their success on the promise of stability, espe-
cially in the wake of information availability and rising policy uncertaintyll| A notable
characteristic of these stability-promising policy platforms is their simplicity and assur-
ances against significant changes or reforms that could destabilize the status quo. This
phenomenon is particularly salient in young democracies in Central and Eastern Eu-
rope (Wagstyl and Christopher, 2006)| as well as for emerging authoritarian leaders
who feign democratic principles, often termed as ‘spin dictators’ (Guriev and Treisman,
2022)E] The reasons for the success and demand of simple political platforms promising
stability have been investigated in several recent papersff| However, the literature falls
short on the consequences of such policy platforms, their impact on political competi-
tion, and the exact role of information availability and uncertainty in supporting these
policies.

This paper addresses this gap in the research. We develop a model with rationally
inattentive risk-neutral voters and an office-seeking challenger who designs a policy
platform in the presence of an incumbent promoting a simple policy,E] which guarantees
the status quo regardless of the state of the world. We show that even when voters
and politicians are purely outcome-driven, the incumbent’s simple policy creates neg-
ative externalities by pushing the office-driven challenger towards reform reluctance,
resulting in a platform that is less beneficial for the voters. Furthermore, the model
suggests conditions under which it might be advantageous for the incumbent to foster
increased uncertainty and support a higher cost of information acquisition for voters.
These insights contribute to our understanding of why politicians might endorse the
proliferation of fake news and restrict free media in democratic political competition.

We consider the following setup. In our benchmark model, there is an incumbent politi-
cian who proposes a policy that brings the same result independently of the state of the

1See Davis| (2019) for a review and evidence on rising policy uncertainty worldwide.

2A representative example offers Slovakia’s 2012 elections, where voters elected Robert Fico as a prime
minister, and his party SMER (‘Direction’) had more than 50% of the seats in the parliament, based on
an anti-reform ticket offering security and stability.

3Examples include authoritarian regimes such as in Russia (Matovski, [2018)) or illiberal democracies
as, for instance, in Turkey (Reuters, [2015).

4One explanation is the reform fatigue, see, e.g.,|Lora, Panizza and Quispe-Agnolil (2004); Bowen et al.
(2016)). In addition, there is a well-documented preference of people for simple and certain information
structures, see, e.g., /Ambuehl and Li (2018)); Novak, Matveenko and Ravaioli| (2024). See also [Levy and
Razin| (2012) who, in a model of a debate, show that simple policies could be more beneficial when
the decision maker has limited attention slots and Bellodi, Morelli and Vannoni (2022)); Bellodi et al.
(2023)) who show that when voters lose trust in representative democracy, politicians strategically supply
unconditional policy commitments that are easier to monitor for voters.

SWe call the policy simple if its entropy is zero. Thus, there is no information needed to be acquired
or understood about such a policy.
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world. We are agnostic about how such an incumbent came to office in the first place,
but once in office, the incumbent sticks to his political platform. The incumbent is chal-
lenged by a politician who is purely office-motivated. The challenger can propose a
risky policy platform that will benefit the voters more compared to the incumbent’s pol-
icy in one state of the world and, hence, it will be less beneficial in another state of the
world. However, these proposals are constrained by the available political budget. We
consider a representative rationally inattentive voter (see, e.g., |Sims, 2003). It allows
us to focus on the effect of attention, cost of information, and uncertainty on the choice
of the policy platform rather than the effect of the individual preferences among voters.
Importantly, the previous theoretical work studying the interplay between voters’ at-
tention, economic conditions, and political constraints mainly focuses on the situation
when the voters are inattentive to the candidates’ policies. In contrast, our theory is
unique in focusing on the situation when a voter knows the politicians’ platforms but is
uncertain about the possible outcomes of proposed policies. Specifically, the voter can
acquire any information about the future state of the world and thus about the expected
benefits of the offered policies, but given that the voter has limited attention, doing so is
costly. Therefore, the voter’s incentive to pay attention to the state of the world directly
depends on the optimal choice of politicians’ policy platform, which in turn responds to
voters’ attention.

First, we characterize the optimal policy platform choice of the challenge. We show that
as the probability of a particular state increases and the voters are more certain that
a reform would be successful, the challenger shows reform reluctance and proposes
a less risky policy platform. It is driven by the voter’s inattention and the politicians’
capacity to influence it through their platform proposals. Thus, the challenger selects
a platform that, on the one hand, reduces the stakes of the choice, discouraging the
voter from seeking information, and on the other hand, remains sufficiently attractive
compared to the incumbent’s platform. Therefore, we provide a novel explanation for
why there could be a lack of reform even when it is believed that it is most probably an
efficiency-enhancing thing to do]

Second, we study the effect that the cost of information and uncertainty has on the
politicians’ chances of being elected. The effect of uncertainty is unambiguous, and the
incumbent always benefits from higher uncertainty as it decreases the challenger’s abil-
ity to propose a platform that is better than the incumbent’s in expectation. The optimal
cost of information depends on the status of the politician. If the incumbent is strong,

SThere is a large body of literature that studies other mechanisms behind the resistance to reform.
For example, uncertainty regarding the distribution of gains and losses [Fernandez and Rodrikl (1991),
pandering |Canes-Wrone, Herron and Shotts| (2001), trade-offs between welfare in the present and the
future [Jacobs| (2016), or political culture |Gratton, Lee and Yousaf| (2024).
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i.e., he would be chosen if the voters are not able to acquire additional information, then
he benefits from the high cost of information. Interestingly, if the incumbent is weak,
i.e., he is a priory less popular than the challenger, then he benefits from the interme-
diate cost of information, which allows some but not full information freedom. Thus,
the incumbent may have access to mechanisms that influence either the voters’ percep-
tion of uncertainty or the costs of information borne by them. Examples of such tools
include media censorship and the support for the proliferation of fake news. Therefore,
our paper complements and provides an alternative explanation for why autocratic in-
cumbents could allow for some amount of information freedom (Egorov, Guriev and
Sonin, 2009; Gratton and Lee, 2023)). Moreover, while simple policy is not restricted to
a particular political regime, it is often adopted by democrats with autocratic tendencies.
The model suggests that once politicians, who have risen to power through democratic
means and with the aid of free media, attain a significant degree of political power, they
tend to restrict the availability of information during their office. It contributes to the
understanding of the mechanisms underlying the phenomenon of democratic backslid-
ing (Waldner and Lust, 2018) and provides insight into the observed behavior of ‘spin
dictators’ (Guriev and Treisman), 2022).

Finally, we analyze voters’ welfare and show that the incumbent’s simple policy is not
in the voter’s best interest and could also push the challenger to propose a sub-optimal
policy. Thus, if the incumbent, instead of a stability-providing policy, would propose an
extreme platform, concentrating resources on the most likely state, then the challenger
counters with an opposing extreme platform. This results in the best possible platform
choice for voters. Moreover, there is a nuanced interplay between policy platform deci-
sions and voter utility: high uncertainty, while naturally shrinking the expected voter’s
payoff from the policies, prompts the challenger to propose a riskier policy that better
aligns with voter welfare. Therefore, the voter might actually prefer high uncertainty as
it aligns the challenger’s policy more closely with the voter’s ideal platform.

The rest of the paper is organized as follows. In the next section, we review the related
literature. Section 3| presents the model. In section 4, we analyzed the model and
derive the challenger’s optimal policy platform. Section[5]studies the effect of the cost of
information and uncertainty on election results. Section [6] explores the voters’ welfare.
Section [7] concludes.

2. RELATED LITERATURE

This paper contributes to the literature studying how the voter’s preferences and at-
tention influence candidates’ policy platforms as well as to the broader literature on
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endogenous information acquisition. The literature on voter behavior has long been
interested in examining voter competence that is detrimental to the democracy rooted
in electoral accountability. There is significant empirical evidence in favor of voters’
irrationality and lack of information (Achen and Bartels, 2017). At the same time,
some studies argue that voters are rational, and we need to consider the interplay be-
tween voters’ behavior, which could be subject to some constraints, and the candidates’
incentives and actions (Ashworth and De Mesquita, [2014}; Prato and Wolton, [2016j} |Ash-
worth, Fowler et al.,|2020). We contribute to this literature and provide the theoretical
framework where the rational voters with endogenous attention and politicians’ plat-
form choice could lead to both informed and uninformed electoral choices conditional
on the situation.

Joining a growing literature, our paper focuses on the role of voters’ attention in shap-
ing candidates’ behavior. Downs| (1960) suggests partial ignorance, in which voters
know all the actual or potential items in the budget but not all the benefits and costs
attached to each item. He suggests that while a well-informed electorate would lead to
implementing the welfare-enhancing policy, electoral competition with poorly informed
voters about the state of the world can lead office-motivated politicians to pander, of-
fering the policy that a decisive voter expects to be better for her. Similarly, Eguia and
Nicolo| (2019), finds that a more informed electorate induces candidates to target funds
only to specific constituencies, which can reduce aggregate welfare. Nunnari and Zapal
(2017) show that when voters focus disproportionately on and, hence, overweight spe-
cific attributes of policies, more focused voters and larger and more sensitive to changes
on either issue social groups are more influential, and resources are channeled towards
divisive issues. Part of this literature, which is closer to our work, considers models
with endogenous attention, i.e., when voters look for recornrnendationsﬂ Prato and
Wolton (2018) argue that when rationally ignorant voters’ demand for reform is high,
candidates with unobservable competence engage in the form of populism and propose
reformist agendas regardless of their ability to carry them out successfully. Similarly,
Trombettal (2020) finds that when attention to the action of the politician is endoge-
nous, inattentive voters may choose to pay too much attention in equilibrium, and it
induces too much political pandering. Matéejka and Tabellini| (2021) show that the se-
lective ignorance of politicians’ platforms empowers voters with extreme preferences
and small groups, that divisive issues attract the most attention, and that public goods
are underfunded. Yuksel (2022) demonstrates that the learning technology, which al-

’See also|Avoyan and Romagnoli| (2023)), who propose a novel method for eliciting the attention level
solely by observing the decision maker’s incentive redistribution choice. Similar to the mechanism in our
paper, they show that by reducing the gap between payoffs in different states, the decision-maker, who
can directly influence the payoff distribution across states, can affect her incentives to pay attention: the
smaller the gap, the less attentive the decision-maker needs to be.
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lows the voters to learn more about issues that might be particularly important to them,
increases political polarization and welfare loss. [Li and Hu| (2023)) show that the voters’
endogenous information acquisition could potentially enhance electoral accountability
and selection conditional on the trade-off between incentive power and partisan dis-
agreement generated by the extreme voters’ signals. [Bandyopadhyay, Chatterjee and
Roy| (2020) present how profit-seeking media can lead to creation of the extremist po-
litical platforms. The presented paper complements and differs from the stated litera-
ture in several aspects. First, we analyze how uncertainty affects policy outcomes via
politicians’ electoral incentives in the presence of an incumbent who proposes a simple
anti-reformist policy. Second, we focus on the uncertainty of the state rather than the
political platform ]

Our paper borrows analytical tools from the literature on rational inattention following
Sims| (2003) "% [Yang and Zeng| (2019) study the entrepreneur who designs and offers
security to a potential investor in exchange for financing. The authors show that when
the project’s ex-ante market prospects are good and not very uncertain, the optimal
security is debt, which does not induce information acquisition. In contrast, when the
project’s ex-ante market prospects are obscure, the optimal security is the combination
of debt and equity that induces the investor to acquire information['!] The attention
manipulation mechanism behind our results is similar. However, we analyze a situation
when there is no given possible realization of payoffs, and the politician, who, in con-
trast to the entrepreneur, is purely office-driven, allocates the possible benefits for voters
across states. Further, on a technical level, this paper uses a quadratic information cost
as in (Wei, 2021; Lipnowski, Mathevet and Wei, |2022}; Jain and Whitmeyer, 2020) that
provides us with the model tractability]”?] However, we also document the same results

for the Shannon cost function usually used in the rational inattention literature.

8Trombettal (2020) considers the situation when attention to the action and the state of the world
are both endogenous and shows that voters may not pay enough attention to the state compared to the
ex-ante optimum.

9Hu, Li and Segal (2023) study the choice of an attention-maximizing infomediary which aggregates
data about candidates with uncertain fit to the office and program, and its effect on the equilibrium
choice of politicians and voters. It generates policy polarization even if candidates are office-motivated.
In their model, voters are uncertain which candidate is a better fit for office, which could be interpreted
as state uncertainty in terms of our model. In|Hu, Li and Segall (2023), candidates cannot affect the fit.
In contrast, we focus on a politician who directly manipulates possible outcomes.

10A detailed review of the rational inattention literature can be found in Mackowiak, Matéjka and
Wiederholt (2023).

HSee alsoYang| (2020) who studies the situation where the seller maximizes profit by choosing simul-
taneously both the price and design of security. Facing different securities, the buyer has incentives to
acquire information from the different aspects of the fundamental, which in turn affects security design.
He finds that debt is uniquely optimal security for the seller.

12GSee also [Ely, Frankel and Kamenica (2015); Augenblick and Rabin| (2021) who use the quadratic
difference between prior and posterior in utility functions.
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3. THE MODEL

This section describes the game’s general setup, the voter’s problem, and the chal-
lenger’s policy platform selection problem. We also introduce the timing of the game
and the equilibrium.

3.1. DESCRIPTION OF THE SETUP

A representative voter faces a discrete choice problem between two politicians: an in-
cumbent and a challenger. There are two states of the world Q = {wy,ws}, with w € Q
denoting a generic state. The incumbent (henceforth I) provides a known policy plat-
form delivering S > 0 utils to the voter in both states of the world. We assume the
incumbent committed to this policy before the election and cannot change itE] Before
the voter’s choice is made, the challenger (henceforth ') proposes its policy platform,
i.e., the state-dependent utility his policy delivers to the voter, given that he is elected [
The challenger selects his policy platform v(C|w) such that he maximizes the expected
probability of being elected. We fully specify the challenger’s problem in subsection [3.3]
The voter’s action a« € A = {I,C} is a mapping from states of the world to utilities. We
denote as v(ajw) : A x Q — R the payoff of the voter (in utils) of selecting a politician
a € Ainstate w € ). Hence v(/|w) = S, Yw € Q and v(C|w) is chosen by the challenger
for each state w € ().

The realization of the state of the world w € Q2 is unknown to politicians and the voter.
They share a common prior knowledge about the state realization that is characterized
by a prior distribution 1 € A(S2), where A(2) is the set of all probability distributions
over states. The prior i thus reflects the uncertainty over the policy-relevant states.
Let ;(w) denote the probability of state w at prior belief y. We model the voter to be
rationally inattentive (Sims, 2003)).

Before making her decision, she can acquire a costly signal 2 € R from a chosen in-
formation structure f(x,w) € A(R x 2), where A(R x ) is the set of all probability
distributions on R x . The more accurate the information, the more costly it is to
obtain it. After the voter receives a signal from the selected information structure, she
updates her belief using the Bayes rule and chooses an action a € A. Her choice rule is
modeled as o(x) : * — A. The voter’s objective is to maximize the expected payoff less

13This assumption attempts to capture real-world scenarios where, for instance, an incumbent politi-
cian has a record to defend and cannot deviate significantly from past policies without risking voter
confidence. By committing to a policy that delivers equal utility in both states of the world, the politician
demonstrates stability and prudence, maintaining credibility and voter trust in uncertain times.

14For example, w can be interpreted as whether the green transition of the economy is beneficial or
not, or whether government support (or ban) of Al implementation is advantageous, etc.
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the cost of information.

3.2. THE VOTER’S DECISION PROBLEM

Each signal realization is associated with a corresponding posterior belief about the
state; hence, an information-processing strategy induces a distribution over posterior
beliefs about the state of the world. As was shown by Kamenica and Gentzkow, (2011])
and Caplin and Dean| (2013), instead of specifying the information-processing selection
problem, we can equivalently work with the distributions of the posterior beliefs that
average out to the prior. Note that, under the optimal strategy, there is a one-to-one
mapping between a signal and an action because obtaining multiple signals leading to
the same action is wasteful and thus sub-optimal (Matejka and McKay, 2015). Con-
sequently, instead of working with signals, we can directly work with actions, as each
posterior belief about the state is associated with a particular selected action[”]

Thus, the voter chooses information-processing strategy P : Q0 — A(A), with P(a)
denoting the unconditional probability of choosing action a € A, where P is the set of
all such state-independent stochastic choice functions, and the corresponding posterior
beliefs v € A(f?), with v(w|a) denoting the posterior probability of state w given the
choice of either the challenger or the incumbent. We require that all feasible attention
strategies satisfy Bayes’s rule so that

Vw € Q1) y(wla)Pla) = p(w). ¢h)

acA

We define a learning cost function « as

R(7) =) Pla)(v(wla) — p(w))®. (2)

acEA weN

We use a quadratic information cost function[' It falls into the widely used class of
posterior separable cost functions; therefore, it is linear in the induced distribution of
posterior beliefs[7] Choosing not to learn is always an option. In this case, the chosen
posterior is equal to the prior with probability one.

15For details, see [Caplin and Dean| (2013).

16This information cost function is also used in [Wei| (2021); Lipnowski, Mathevet and Weil (2022); Jain
and Whitmeyer| (2020) among others. The quadratic cost function provides us with the model traceability,
allowing us to obtain a closed-form solution. In Appendix [H, we present a numerical example and show
that the results with the attention cost modeled as the expected reduction in the entropy (Shannon,|1948;
Cover and Thomas,, 2012)), that is most often considered in the literature, are similar.

7 For the discussion of the posterior separable cost functions and its decision theoretic foundations see
Hébert and Woodford| (2021)); Morris and Strack  (2019); (Caplin, Dean and Leahy (2022).
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The voter’s problem is given by

A
pglg();) {P(C) %v((f\w)v(wm) + (1 —-P(C))S — 5/@(7)}, (3)
subject to (1) and
Vwe N Vae A:0<y(wla) <1, (4)

where P(C) is the unconditional choice probability of choosing the challenger, P(I) =
1 — P(C) is the unconditional choice probability of choosing the incumbent, ’5\ >0isa
given unit cost of information, and we use v(I|w) = S, Vw. Because v(I|w) = S, Vw,
instead of v(C|w), we use v(w) for the rest of the paper.

3.3. THE POLICY PLATFORM SELECTION PROBLEM

The incumbent’s policy platform is simple and provides the voter with the certainty of
receiving S > 0 utils irrespective of the state of the world. The challenger is purely
office-motivated and wants to be elected independently of the realized state of the
world. He takes into account the voter’s decision problem and decides how many utils
his policy platform will deliver in each state of the world subject to a political budget
constraint ) _,v(w) < B. The political budget B represents the political power of the
challenger]™|

The challenger selects the policy platform so that he maximizes the probability of being
selected by the voter. Consequently, for ease of exposition and without loss of generality,
we make the following assumption[!”]

Assumption 1. The challenger always uses the whole available budget:

Z v(w) = B.

weN

Further, we simplify the analysis by superseding the challenger’s policy platform choice

variable. Thus, the challenger selects R € [—Z, 2] with v(w;) = £ — R, v(ws) = £ + R.
If R = 0, then the challenger, as well as the incumbent, proposes a certainty providing

platform. Negative or positive values of R correspond to the magnitude of the platform’s

B B

risk. We refer to a policy R € {—5, 5}, i.e., when the challenger puts all of his budget

18For instance, it may express to what extent the challenger would be able to reform the economy
towards net zero emission goals. Thus, the voter would know how well she would be if she selects the
challenger with his policy platform in each state, i.e., if the green transition is good (w;) or bad (ws).

¥In Appendix we show that in the equilibrium, the probability of the challenger being elected weakly
increases in the available budget and, therefore, he would always use the whole budget.
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into one state, as extreme. The policy platforms are summarized in Table

Politician/State w1 Wy
S

Incumbent (I) S

Challenger (C) v(wi)) =2 —-R v(w)=Z+R

Table 1: Policy platforms of the incumbent and the challenger.

To rule out uninteresting cases, when the challenger or the incumbent can guarantee
victory with certainty for any prior belief, we make the following assumption.

Assumption 2. The maximum amount of utils that the challenger can provide is bounded

by available political budget B € (S,25):

S < B <2S. 5

Thus, the challenger’s policy platform provides the voter with fewer utils across states
than the incumbent’s platform.

Therefore, the challenger’s problem is given by

max P(a=C), (6)

RE(—€7€)

subject to (5).

3.4. TIMING
The timing of the game is as follows:
1. The challenger observes ; and commits to the policy R.

2. The voter observes u, the policy platforms {S, R} of both politicians, and chooses
the optimal strategy P.

3. Nature draws the state realization w and signal according to P given w.

4. The voter receives the signal, updates her prior belief to a posterior belief v, and
makes a choice a.

5. Payoffs are realized.
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3.5. EQUILIBRIUM
We focus on the challenger-preferred subgame perfect equilibria of this game.

Definition 1 (Equilibrium). An equilibrium of the game is characterized by a pair (R*, P*)
such that:

1. P* constitute a solution to (3]) given R*;

2. R* solves the challenger’s problem (6) given P*.

4. ANALYSIS

We proceed by backward induction and first solve the voter’s problem, given the chal-
lenger’s strategy R, and then move back to the challenger’s problem.

4.1. THE VOTER’S PROBLEM

Lemma (1| characterizes the optimal probability of choosing politicians and the posterior
beliefs of the voter who takes the policy platform of both politicians as given.

Lemma 1. The voter’s optimal unconditional probabilities P*(a) of choosing action a €

{I,C} and corresponding posterior beliefs v*(a|w) given state w € {w,wy} are

a) If y1 < p(wr) < 79

. 1 B—-2S 2R
7" (wi|C) = max (O,mm (1, 1 (2 = - T)

1 B—-2S 2R
“(wn|T) = in(1,-(2 i
v (w1]]) = max (0,m1n< ,4( +— + )\)

Y (w2|C) = 1 — v*(w1]C),
Y (wall) =1 =" (w1 |I),
e i(wr) = (il D)
PO = a0 = (D’
PH(I) = 1 - P(C).
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b) Otherwise,

Y (w1]C) = ¥ (will) = plwr),
¥ (w2|C) =y (wall) = 1 — p(wr),

1 if max (u(wi), p(ws))

P (C) =
0 if max (M(Wl)aﬂ(a@))

IN V
W Wl

P(I) = 1-P(C).

where v1 = min (y(wi|1), 7(w1|C)) and vy, = max (y(wi|]), 7(w1]0)).
Proof. See Appendix [Al O

Lemma [1| distinguishes between two possibilities. In case (a), the voter acquires infor-
mation, learns either fully or partially about the realization of the state of the world,
and makes a choice based on this information. In case (b), the voter chooses a politi-
cian based on her prior belief without acquiring additional information, because the
incentives to acquire information, i.e., the difference between the payoffs from policy
platforms of different politicians, are low compared to the cost of acquiring information.

4.2. THE CHALLENGER’S PROBLEM

Lemma [2| characterizes the optimal policy platform of the challenger who is ex-ante
aware of how the voter decides to acquire information given the policy platform. Fig-
ure (1] illustrates Lemma [2| for given parameters.

Lemma 2. The challenger’s optimal policy platform R* is

@) If p(wr) € [, 3],

B
R = —
2 Y
b) If p(w:) € (%7/:02],
B
R = ——
2 )
c) If:u(wl) € [ﬂlaﬂl] U [:&27 :aQ] )
. B —2S
R =
2p(wr) — 1
Inattention, Stability, and Reform Reluctance | 14
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d) If:u(wl) € [Oalal] U [ﬂ?v 1] and 258 — B > %7
R* : R* S [T17T2].

Proof. We provide proof of proposition and corollaries and specify the formulas for jiy,
fiz, i1, fi2, T1, T in Appendix B u

R

B/2

I
I
l
0.25) l
I
I
I
I
I
1

Hwy)

o Ha
' 08 09,
| I
: |

-0.25 I
|
|
|
|
|

-B/2

Figure 1: The challenger’s optimal policy platform R as functions of y(w;) and A = 0.5,
S = 0.6, B = 1. The orange area depicts the optimal R that dissuades the voter from
acquiring any information.

Lemma [2| distinguishes between four possibilities. Case (d) is possible only if the differ-

ence between the total political budgets of the incumbent and the challenger (25 — B)

is less or equal to the marginal cost of information (%) Then, for low uncertainty

(u(wy) € [0, 1] U [fig, 1]), the challenger can propose multiple platforms that dissuade
the voter from acquiring information and, hence, to blindly choose him (see Corol-

lary [I)).

Corollary 1. (Non-learning regions) If 25 — B < 2

9
0, f11) U (fi2, 1], the voter does not acquire information given the challenger’s optimal policy

then for prior beliefs pu(w;) €

platform.

In cases (a-c) of lemma [2| the challenger cannot provide a policy platform that deters
any information acquisition and guarantees victory. Therefore, the voter acquires infor-
mation, and there is a unique optimal policy platform. Further, in cases (a-b), when
the uncertainty is high (u(wy) € [fu, f12]), the challenger maximizes the stakes between
states to incentivize the voter to acquire as much information as possible, and there-
fore, proposes an extreme policy platform. Note that when the uncertainty is the high-
est (u(w) = 0.5), then the slightest change in the likelihood of a future situation can
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switch the challenger’s optimal political agenda from one extreme to another (Corol-
lary 2)). Hence, the challenger goes in line with the voter’s prior belief and switches
from promising all his utils in one state to another.

Corollary 2. (Switch of extreme platforms) The challenger’s optimal policy platform is
discontinuous for the uninformative prior belief u(w;)* = 0.5. Simultaneously, R = B/2
for pu(wy)* +eife -0 and R=—B/2ife — 0.

Proposition [1] states the main result of the paper. Namely, the optimal budget allocation
for the state weakly decreases with the probability of the state happening. This means
that as it becomes more apparent that a particular state will occur and thus whether
reform will be beneficial, the challenger proposes a less risky platform, meaning he
splits his budget between the two policies. The voter’s inattention drives these results.
Thus, without the voter’s ability to acquire information, the extreme platform is always
optimal, and the challenger (weakly) prefers it. If the voter is inattentive, the challenger
chooses a policy platform that, on the one hand, is not very risky, which discourages
the voter from acquiring information and, on the other hand, is still attractive enough
compared to the incumbent platform.

Proposition 1. For prior beliefs p(wy) € [f11,0.5] U (0.5, fiz], the optimal policy platform R

weakly increases in ji(w).

Proof. We provide proof of proposition in Appendix O

5. OPTIMAL COST OF INFORMATION AND
UNCERTAINTY

In this section, we show how the change in the cost of information and uncertainty
influence the chances of the politicians being elected. We begin by defining a strong
politician, i.e., the politician who is the most favorable candidate ex-ante, and, hence,
the voter would choose him with certainty if further information acquisition is not pos-
sible.

Definition 2. The challenger is strong and the incumbent is weak if

max (p(wr), p(ws)) > %

Otherwise, the challenger is weak and the incumbent is strong.
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5.1. EFFECT OF THE CHANGE IN THE COST OF INFORMA-
TION

A strong incumbent benefits from the high cost of information. The voter always chooses
the strong incumbent without information acquisition, and therefore, the higher the
cost of information is, the lower the chances of a weak challenger to drive the voter to
acquire more information and choose him.

A weak incumbent benefits from the moderate cost of information. If the cost of in-

2R2
B—2(S+R)

the incumbent chances of being elected since he is a priory less preferable candidate.

2R?
B—2(5+R)

the cost of information as well decreases the incumbent chances of victory because the

formation is high enough <)\ > ), then further increase in the costs decreases

At the same time, if the cost of information is low ()\ < ), further decrease in

challenger proposes a policy platform offering more than the incumbent in a particular
state and, thus, it is beneficial for the challenger if the voter learns which state is more
probable.

Proposition |2| formalizes these results. Figures illustrate these results for given
parameters.
Proposition 2. The unconditional probability of the incumbent being elected P(I),

a) if A > %ﬁ—mn and max (p(w:), p(w2)) > 2, weakly decreases in \.

b) Otherwise, weakly increases in \.

Proof. See Appendix D] O

5.2. EFFECT OF THE CHANGE IN UNCERTAINTY

The change in uncertainty has an unambiguous effect on the chances of the incumbent
being elected. The challenger has less opportunity to propose a policy platform that
is better than the incumbent’s platform in expectation. Therefore, rising uncertainty
makes the incumbent strong and increases the probability that he is going to be elected.
Proposition [3| formalizes this result, and Figure [3|illustrates these results for given pa-
rameters.

Proposition 3. The unconditional probability of the incumbent being elected P(I),
a) for u(wy) < 0.5, weakly increases in p(wi),

b) for u(wy) > 0.5, weakly decreases in j(wy).

Inattention, Stability, and Reform Reluctance | 17
NBS Working paper | 8/2024



P

0.5+

BH=1

/\ B,=0.85
0.3

0.1+

1 1 L 1 1 L 1 1 L 1 A
01 02 03 04 05 06 07 08 09 1

Figure 2: The unconditional probability of the incumbent being selected as a function of
a cost of information A for By = 1, B, = 0.85 and p(w;) = 0.7, S = 0.6. By represents
election with the strong and B;, with the weak challenger.

Proof. See Appendix D] O
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Figure 3: The unconditional probability of the incumbent being selected as a function
of p(wy) for \y = 0.8, \y =0.5and B=1, S = 0.6.

6. IMPLICATIONS FOR THE VOTER’S WEL-
FARE

This section discusses the effect of the incumbent’s simple stability providing platform
on the voter’s welfare. We present the optimal policy platform of the benevolent chal-
lenger who, in contrast to the office-driven challenger, has the same utility function as

a voter. Proposition [4 states that the optimal policy for the voter is an extreme one for
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any incumbent’s policy platform?°| Therefore, while simple stability offering policy is
inferior to the voter, it also creates an additional externality. Namely, it encourages the
challenger to propose a more moderate platform, which is sub-optimal for the voter.
Note that, the office-driven and the benevolent challengers propose the same extreme
platform when the uncertainty is sufficiently high. However, when the voter is more
certain about the state of the world, the strategic challenger moves his platform away
from an extreme policy. Therefore, the voter may prefer more uncertain times as in such
a situation the office-driven challenger promises the same policy platform as the benev-
olent one. Figure [4|displays the comparison of the voter’s utilities with the strategic and
benevolent challengers.

Proposition 4. The benevolent challenger proposes an extreme policy platform:
a) R= 7 for p(w) € [0, fuwr)),

b) R=—7 for p(w) € [fi(wr), 1].

Proof. We specify the formula for ji(w; )’ and the proof in Appendix O
Utility
! ‘\\ ’4’.

08 Teel Polas

0.6 -

0.4

0.2 +

0.1+

e )
01 02 03 04 05 06 07 08 09

Figure 4: Voter’s utility for the optimal policy platform R of office-driven (black line)
and benevolent (blue line) challengers as a function of y(w;) for B=1,5 = 0.6, A = 0.5.
For the non-learning region, the most extreme R is used.

In Appendix |G, we show that when the incumbent proposes an extreme platform, i.e.,
he allocates the whole budget to the more probable state, the office-driven challenger
also proposes the extreme platform and allocates all his budget into the state, where
the incumbent’s policy brings no utils to the voter. Therefore, the voter faces the best
possible policy platform choice for any parameters.

20This result holds for a risk-neutral voter whom we consider to highlight the role of costly information.
2INote that fi(w;) = 0.5 when the incumbent offers S in both states.
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7. CONCLUDING REMARKS

In light of the saying: "populism is simple, democracy is complex" (Dahrendorf et al.,
2003)), while the definition of populism is multidimensional, one of the certain distinc-
tive patterns of populism is simplicity, i.e., there is no place for sophisticated arguments
and discussions about trade-offs (Guriev and Papaioannou, 2022). Thus, we can con-
sider the incumbent’s policy also as populist, and, therefore, the model could be useful
for analyzing the consequences of populism on the challenger’s political platform choice
and voters’ welfare 2| The model’s predictions go against the conventional wisdom that
parties always shift their platform toward populism when the populist sentiments are
strong, but they could help to explain the mixed empirical evidence on the issue (Haegel
and Mayer, 2018)). Particularly, we would see the convergence of political platforms be-
tween the populist and the challenger when the challenger is relatively more powerful
and there is more certainty, while there will be divergence otherwise.

In this paper, we intentionally exclude the political preferences of both voters and politi-
cians, as we aim to demonstrate the role of attention manipulation. We argue that even
if all parties are rational and driven solely by outcomes, the mere existence of an in-
cumbent proposing the simple status quo, coupled with costly information, is sufficient
to produce an equilibrium that is sub-optimal for voters. For future work, it would be
interesting to consider the heterogeneity of voters and analyze how their inattention
to states influences redistribution policies. For instance, there is an established result
indicating that when voters are inattentive to politicians’ platforms, more radical groups
tend to pay more attention and, consequently, wield greater influence in elections (see,
e.g., Matejka and Tabellini (2021). However, when the outcome of the proposed pol-
icy is uncertain, the politician’s platform could dissuade voters from these groups from
paying attention to the election. Consequently, the results of such a model could differ
significantly from those of established models, potentially providing further explanation
for controversial empirical observations.

22Morelli, Nicolo and Roberti (2021) in different settings analyze a model with a politician who ratio-
nally commits to a simple policy to mitigate voters’ distrust in government and shows that the committed
delegate chooses the strategies associated with populism in the literature.
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A. APPENDIX: PROOF OF LEMMA |1

First, we focus on the case when both politicians are selected with a non-zero proba-
bility, P(a) > 0 Va € A. Because both the cost function and the expected utility are
additively separable in the posteriors, we can write the objective function in terms of a

net utility

Y Pla)) v(alw)y(wla) - % YD Pla)(ywla) - pw))* =Y Pla)N(v(a)),

ac€A we a€A we a€A

where v(a|w) corresponds to utils, which voter receive from choosing politician a given

state w, and the net utility N(v(a)) is

Nr(@) = Y A(wlao(alw) — 5 3 (wla) — p(w))*

we weN

Thus, instead of maximizing the expected utility minus the cost of information for each
action and corresponding posterior belief pair, we can characterize the voter’s problem
as a maximization of the weighted average of act-specific net utilities. As|Caplin, Dean
and Leahy (2019) show, a necessary condition for optimality is that the slope of the net
utility function is the same for each chosen action at its associated posterior. We denote
the posterior beliefs for the action a as y(w;|a) and y(ws]a) = 1 — y(wq]a). The slope of

the net utility function is

ON(7(a))

Dylonfay — Vlalen) —vlalwn) =20y (wila) = ().

and the same slope condition gives

Y(wi|l) = v(w|C) = _

) (7)

v({wr) —v({ws) — v(Clwi) +v(Clwz) R
v

Further, when both posterior beliefs v(w;|a) Ya € A lie between 0 and 1, we can
apply the concavification method Kamenica and Gentzkow (2011); Caplin and Dean
(2013) to find the posterior beliefs. Specifically, when the action space is binary, the
binary attention strategy is incentive compatible, if and only if the affine function con-
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necting (y(wi|I), N(v(1))) and (y(w:1|C), N(v(I))) lies above the N(v(-)) on an interval
[Y(w1]1), ¥(w1]|C)]. For a fixed ~v(w; |I), the smallest posterior (w;|C') satisfying this prop-
erty holds when the affine function is tangent to N(v(-)) at v(w;|I). Note that lower
~v(w1|C) decreases the instrumental value of the information, making it sub-optimal.

Thus, the tangency condition of concavification requires that

ON'(v(1)) _ N(+(C)) = N(v(1))
Oy (w1 |I) Y(w1]|C) =y (w1 1) .

After substituting the previous results, we obtain the optimal posteriors that are between

0 and 1 are
1 B—-25 2R
o) = 5 (24 222 -2,
1 B—-25 2R
7(w1|I)—Z(2—|— 7 +T)

The previous equations characterize the optimal interior posteriors. Otherwise, the
posteriors are in the corner solutions. Thus, the full characterization of the posteriors is

given by

) 1 B—-25 2R
¥(w1]C) = max 0,m1n<1,1(2—|— 0 _T)) :

. 1 B—-25 2R
¥(w1]l) = max | 0, min (1, 1 (2 + 7 + T))

So far, we focused only on the cases when the voter acquires information, i.e., if the

prior belief ;i(w;) is between the posterior beliefs, min (y(wi|l), y(wi|C)) < plwi) <
max (y(wi|]), y(w1|C)). When the voter does not acquire any information, the posterior

belief equals the prior belief.

Optimal unconditional probabilities P*(a), Va € A is obtained by using condition (1)),
ie,VweQ:>  v(wla)Pla) = p(w).
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B. APPENDIX: PROOF OF LEMMA |2

First, we focus on the case when both politicians are selected with a non-zero proba-
bility, P(a) > 0, VYa € A. The challenger C selects his policy platform such that he
maximizes the unconditional probability of being selected. Applying condition (1)), i.e.,

Vwe Q) 47(wla)P(a) = p(w), we obtain that the challenger’s objective function is:

s plwr) = y(wi|T)
re[-2,2] ¥(wi|C) — y(wi|I)’

where the posterior belief «(w|a) is a function of R. The first order condition of the

objective function equals zero for

B 2S5

- 2#(%) -1 ©

Given condition (5)), i.e., B < 29, the nominator of the formula (8) is always negative.
The sign of the optimal R is thus determined by the voter’s prior belief. Specifically,
if p(wi) > % then the optimal R < 0; if p(w;) < § then the optimal R > 0; and if

p(wy) = % there is a discontinuity that we will investigate separately. Note also that

all three candidates for the optimal R = {—%, L B35 } are independent of \. As
p(w1)—1

we will show later, \ influences the parameter space in which the voter decides not to

acquire any information.

As we have shown, the objective attains maximum at R = ﬁ unless it achieves
the boundary. Thus, we can characterize when ;2=25- > & and when ;2-25- < &
2p(wr)— 2p(wr)—1 2

is straightforward to obtain that if p(w;) < % an 2U=2nel) then [ B-25. > B
It is straightf d to obtain that if p ! dS>B(32““’1)th ;D28 > B
w(wr)—1 2

l\7IU:J

Analogously, if yi(w;) > 5 and S > B(Hi“(“l)) then ’-? 2) < —

To sum up, conditional on the voter acquiring information, the optimal policy platform

QS 1

B35 _if p(wy) < i = 3=V u(w) > s = 2 —1; otherwise,

2p(wr)

of the challenger is R =

~

Rzglfﬂ1<u(w1)§§andR:—5 1f5<u(w1)_,u2.

Second, we consider when the challenger can offer such a policy platform that he is
selected with the unconditional probability 1. It happens when the voter does not

acquire any information and, hence, her posterior belief equals the prior belief and
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P(C) = {0, 1}. We focus on the case when P(C) = 1.

According to Lemma (1}, the voter does not acquire information if i) u(w,) < ~; or ii)

vs < p(wy), where

7 = min(y(wi 1), v(w|C)),

v5 = max(7y(wi|1), y(wi|C)).

By comparing the posteriors we get that vy(w;|C) < 7v(wi|]) if R > 0 and v(w|C) >
Y(wi|) if R < 0. We know that R > 0 for u(w;) < 3. Without loss of generality, we
focus on case i) and, hence, we can consider p(w;) < v(w;|C). Therefore, the voter does
not acquire information if her prior belief is

(B—25) (A—R)

< .
plwn) < =+ oy

The right-hand side of this condition depends on the voter’s policy platform R. By

rearranging we get that in the non-learning region the optimal policy R has to satisfy
2R [R+ A(2pu(wi) — 1)] < (B —25)A.

There exist multiple optimal policy platforms R satisfying this condition. We solve the
quadratic equation given by the previous condition. We obtain that all policy platforms
R that satisfy R € [T}, T»] are optimal and lead the voter not to acquire any information,

where

T, — max (— , <2>\ — da(wr) — V2N — 2h(@n)? 1 SA(B — 25))) ,

oo
N N

T, = min ( : (2/\ — A p(wr) + AV (2) — Ap(w))? + 8A(B — 28))) :

We can now identify the set of prior beliefs for which such R exists. By solving 71 =

T2 = 25(3;—12)5;1 we can find the priors for which the non-learning region exists. Therefore,
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the voter does not acquire information for p(wy) € [0, ii1] U [fig, 1], where

. 1 +/2y/6BAS(B —2S) + \(8S% — B3)
’“‘_me{o“'+ oA(B — 29) ’

fi :min{ 1 \/5\/63>\5(B—2S)+/\(8S3_B3)}

[\

Lo~ 2\(B — 25)

Note that fi; = 0 and i, = 1if 25 — B > 3.

C. APPENDIX: PROOF OF PROPOSITION|1

We know that when the voter acquires information, i.e., (w;) € [f1,0.5] U (0.5, fi2), the

optimal policy is either on the boundary and independent of p(w:), R € {£,-£}, or

B-2S5

) 1" The first derivative of the interior solution for R

has an interior solution, R =

° 0 B-25 2(B —295) 50
Op(wr) 2u(wr) =1 (1= 2p(wr))? .

Therefore, the optimal policy platform R weakly increases in p(w).

D. APPENDIX: PROOF OF THE RESULTS

IN SECTION |5

In order to keep the same variables throughout the appendix, we do proofs using the
unconditional probability of the challenger being elected. Then, the propositions are

obtained using P(/) =1 — P(C).

D.1. PROOF OF PROPOSITION

We begin by noting that only the strong challenger can propose a platform that dis-
suades the voter from acquiring any information. Moreover, the weak challenger always

proposes an extreme platform. It is so, since for the weak challenger the following holds

 If p(wn) < 3

) S
far < g < 1—§ < pwr);
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« If 5 < p(w)

w .
W M2 A2

Now we consider several cases based on the voter’s choice of the information strategy.

First, Lemma |3| shows that the cost of information does not affect the choice of the
interior policy platform (i.e., R for u(w,) € [, fie]). However, the range of prior beliefs
for which the strong challenger will be chosen without acquiring information (P(C) =
1) increases in \. Figure |5|illustrates these results for given parameters. The intervals
[0, fia1] U [fiag, 1] and [0, fip1] U [fip2, 1] indicate the range of prior beliefs ;(w;) for which
the challenger dissuades the voter from acquiring any information for A\, = 0.8 and

Ap = 0.5.

Lemma 3. (Effect of the change in the cost of information) The range of prior beliefs

p(wr) € [0, 1] U [fig, 1] for which the challenger achieves P(C') = 1 increases in .

Proof. Lemma [2| shows, that when the voter does not acquire information, the chal-
lenger achieves P(C) = 1 by the optimally selected policy platform for all prior beliefs
p(wy) € [0, 1] U [fig, 1]. A simple derivation reveals that,

o _ (B - 25)°

= — > 0,
O 22 (-A(B —29)%)"

and
ops _ (B-25)

0N 23 (=B - 25)3)*°

Therefore, because ji; increases and i, decreases in )\, the range of prior beliefs for

< 0.

which P(C) = 1 can be achieved increases in \. O

Second, when the voter chooses two imperfect signals, 0 < {y(w|I),v(w|C)} < 1, then
the strong challenger can provide both interior and extreme policy platforms, while the
weak challenger provides only an extreme policy platform. Therefore, when either the

weak or the strong challenger provides an extreme policy platform, we have

IP(C) _ 2Bpu(wy) — 28

B\ Iz 9)
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Figure 5: The challenger’s optimal policy platform as a function of u(w;) for Ay =
0.8, AL =0.5and B =1, S = 0.6. The orange area depicts the optimal R that dissuades
the voter from acquiring any information.

And when the strong challenger provides an interior policy platform, we have

IP(C) _ (0.5 — plew))
an ~ a25-p v 10

Therefore, if the challenger is strong (max(p(w), (wi)) > 2), then the derivatives (9)-

dP(C)
X

(10) are strictly positive ( > 0). If the challenger is weak (max(p(w:), p(wi)) < 2),

then the derivative (9) is strictly negative (372&0) < 0).

Third, we consider the situation when the voter acquires only one state-revealing signal.

By using Lemma (1} this happens if

2R? 2R?
<A< )
2(S+|R|)— B B —2(S —|R))

Thus, for u(w;) > 0.5 her optimal posteriors are y(w;|C) = 1 and 0 < y(w;|I) < 1[7|

Then, we obtain that

aP(C) 8(1 — pu(wy)) R?

N (BA+2R2+2\R—9))?

Lemma [2] shows that for p(w;) € (0.5,1] the challenger’s optimal policy platform R < 0.

B1t is so, because if p(wy) > 0.5 then R < 0, and therefore vy(w;|C) > (wy|I) > 0. Similarly, if
p(wy) < 0.5 then R > 0, and therefore v(w1|C) < y(w1]I) < 1.
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IOP(C)

Therefore, the derivative is strictly negative =55

< 0. Similarly, for p(w;) < 0.5 the

voter’s optimal posteriors are y(w;|C') = 0 and 0 < y(w;|I) < 1. Then, we obtain that

oP(C) 8(p(wr)) 1°

O (BA+2R2+2)\R - 9))?’

Lemma [2[ shows that for x(w;) € [0,0.5] the challenger’s optimal policy platform R > 0.

aP(C)
E2Y

Therefore, the derivative is also strictly negative < 0.

Finally, if A < 5 21

SR B’ then the voter acquires two fully state-revealing signals. Then,

the probability of the challenger being selected is constant and equals max((w; ), u(ws)).

D.2. PROOF OF PROPOSITION

We say that the uncertainty increases if u(w;) increases for p(w;) < 0.5 and if p(w;)

decreases for p(w;) > 0.5.

First, note that by Lemma 2, if B > %’?, then the challenger dissuades the voter
from acquiring any information and achieves P(C') = 1 by the optimally selected policy
platform for all prior beliefs 1(w;) € [0, fi1] U [fi2, 1]. Therefore, when uncertainty is low,

the challenger is chosen blindly.

Second, when the voter chooses two imperfect signals, 0 < {y(w|/),y(w|C)} < 1, there

are several cases to consider.

i) The challenger proposes interior policy platform, —2 < R < £. Then, we obtain

OP(C) A1 = 2u(wn)
Op(w) B-2S

Denominator is negative by condition (5)), i.e., B < 25, therefore for pu(w;) < 0.5

this derivative is strictly negative gf(fl)) < 0, and for p(w;) > 0.5 it is strictly
positive gﬁg)) > 0.

OPC) — 22 < (. Similarly, for u(w;,) € (0.5, fis] the challenger

ii) The challenger proposes extreme policy platform, R = £ for pu(w;) € [fi1,0.5].
ou(wr) — B (

Then, we have

proposes kR = —% and we obtain that p(w;) = 2 > 0.

Third, when the voter receives one state-revealing signal, then for p(w;) < 0.5 the

Inattention, Stability, and Reform Reluctance | 33
NBS Working paper | 8/2024



voter’s optimal posteriors are (w;|C') = 0 and 0 < y(w;|/) < 1. Then, we obtain that
i) if pu(wr) < iy

OP(C) _ ANB(=2+ 8u(wr)) + (1 — 2pu(w1))’A + 4(1 — 4p(w1))S) ~0
Op(wr) (2B 4 (=1 4 4p(wi)?)A — 45)? .

i) if p(wy) € [f11,0.5]

aP(C) AB)

du(w) | BPHABA—AAS 0

Similarly, for u(w;) > 0.5 the voter’s optimal posteriors are (w;|C) = 1 and 0 <

{7(w1|I)} < 1. Then, we obtain that
D) if plwi) > fie

OP(C) _ ANB(6 — 8pu(wi)) + (L — 2p(w1))*A + 4(=3 + 4pu(w1))5) -
Op(wr) (2B + (3 = 8p(wr) + 4p(wr)?) A — 45)? '

i) if pu(w) € (0.5, fio]

aP(C) ABX

onen) - B ABA -5

Finally, when the voter acquires two fully state-revealing signals, then, the probability
of the challenger being selected is constant and equals max(u(w,), u(ws)). Therefore,

the challenger always benefits from low uncertainty.

E. APPENDIX: EFFECT OF POLITICAL BUD-

GET

We consider several cases based on the voter’s choice of the information strategy.

First, Lemma |4/ shows that the challenger with a low political budget proposes an ex-
treme platform even for relatively certain situations. Moreover, he can not propose a

policy that dissuades the voter from acquiring information. Figure [f] illustrates these
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results for given parameters. The intervals [fi41, fi42] and [fip1, fip2] indicate the range
of prior beliefs y(w;) for which the challenger selects an extreme policy platform when
B4 =1 and Bg = 0.85. For these particular parameters, the condition 25 — B < % no
longer holds. Consequently, for Bg = 0.85 the equilibrium is unique for all ;.(w; ), so the

challenger cannot dissuade the voter from acquiring information.
Lemma 4. (Effect of the change in political budget) The reduction in the budget B

* increases the range of prior beliefs 1i(w,) for which the challenger selects an extreme

B BY.
2722

policy platform R € {—
* decreases the range of prior beliefs j1(w;) for which the challenger dissuades the voter

from acquiring any information.

Proof. First, the challenger’s optimal policy platform is R = 2 if the set of prior beliefs
is pu(wr) € [f11,0.5], and R = —Z if pu(w;) € (0.5, 1. By taking derivative of fi; and /i

w.r.t. B, we obtain that

oin _ 25

o5 2V
Ofis 25
o8- "

Therefore, when B decreases, the set of prior beliefs for which the optimal policy plat-

B B

form is on the boundary, i.e., R € {—2, 2}, gets larger.

Second, the voter does not acquire information and chooses the challenger with cer-

tainty for u(wq) € [0, 11] U [z, 1]. By taking derivative of j1; and fi, w.r.t. B, we obtain

that
o 25— B N
OB 2/2,/—(B—-25)3\ =’
Ofia B—2S

— <0
OB 2y/2\/—(B —2S5)3\

Note that iy = 0 and i = 1if 25 — B > % Therefore, when B decreases, the set of

prior beliefs for which the voter does not acquire information gets smaller. O
Second, when the voter chooses two imperfect signals, 0 < {y(w|I),v(w|C)} < 1, we
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Figure 6: The challenger’s optimal policy platform as a function of p(w;) for By =
1, B =0.85and A = 0.5, S = 0.6. The orange area depicts optimal R that for By = 1
dissuades the voter from acquiring any information, whereas for B; = 0.85 the voter
always acquires information.

obtain that
OP(C) A
0B 4R2

Third, when the voter receives one state-revealing signal, for px(w;) < 0.5 the voter’s

optimal posteriors are y(w;|C') = 0 and 0 < y(w;|/) < 1. Then, we obtain that

IP(C) dp(w) AR

OB (BA+2\R + 2R2— 2A5)2

Lemma [2] shows that for p(w;) € (0.5,1] the challenger’s optimal policy platform R < 0.

aP(C)

a5~ > U

Therefore, the derivative is strictly positive

Similarly, for u(w;) < 0.5 the voter’s optimal posteriors are v(w;|C) = 0 and 0 <

~(w1|I) < 1. Then, we obtain that

OP(C) A(p(wi) — DA’ R

OB (BA—2\R+2R2 — 2\S)?

Lemma [2[ shows that for x(w;) € [0,0.5] the challenger’s optimal policy platform R > 0.

OP(C)
0B

Therefore, the derivative is also strictly positive > 0.

Finally, when the voter acquires two fully state-revealing signals, then, the probability of

the challenger being selected is constant and equals max(u(w;), (w2)). Therefore, the
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challenger (weakly) benefits from a higher political budget and, consequently, would

always use all the available budget.

F. APPENDIX: PROOF OF PROPOSITION 4

We assume that the incumbent proposes the policy platform S; in the state w; and

Sy, =25 — S in the state w,, where 0 < S; < 28. See Table

Politician/State w1 Wy

Incumbent (I) Si So =25 -5
Challenger (C) v(wi)) =2 —-R v(w))=Z+R

Table 2: Policy platforms of the incumbent and the challenger.

We proceed analogously as in Appendix [A] and B and obtain that the difference of pos-

terior beliefs is

S1 —S2+ 2R

Y(will) = v(w|C) = I\

Using the tangency condition of concavification we obtain the following optimal poste-

riors:

- (. 1(, 2AS—S—-R  B-28
v(w1]C) = max (O7m1n (1,4 <2+ S +SlS+R)>)’

_ . 1 B —2S 2(S1—S+R)
(w1 |I) = max (O,mln (174(2+S1—5+R+ 5 )))

The benevolent challenger maximizes the same objective function as the voter

max Y P(a)N(y(a)), (11)
Re[-2.3] .10
where
A 2
N(y(@)= Y, wlaplaw) =5 > (1wle) —pw)".
we{wi,wa} we{wi,wa}
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From this maximization problem, we receive six possible candidates for the optimal R.

Four interior R’s:

N(B —29)
Ry = — + 8 — S,
' V2 '
N (B —29)]
Ry = +5 -5,
’ V2 '
R3:—3+Auw1 S——\/A (—2B + A(1 — 2pu(w1))? 4+ 45) — Sy,

2
A

and two corner solutions R; = £ and Rg = — %
First, we evaluate the value of the objective function for the corner solutions. We obtain

that for p(w;) < f(w;) optimal platform is B = £ and for p(w;) > ji(w;) optimal

platform is R = —Z, where

) B ) 1 2(B —285)
len) = § <2 +28-5) (-3 + Frasr ess - 45?)> |

Note that ji(w;) = 0.5 for S; = S. By comparing the values of the objective function gen-
erated by the corner solutions with the values of the objective for the interior solutions

we obtain that any interior R is always sub-optimal.

G. APPENDIX: SOLUTION WITH THE IN-
CUMBENT WHO PROPOSES AN EXTREME

PLATFORM

We study how the challenger’s optimal policy platform changes when he faces the in-
cumbent with an extreme policy platform. Without loss of generality, we consider the
situation when the incumbent allocates all his political budget to the state w,. We sum-

marize the policy platforms in Table

Lemma [5| characterizes the optimal policy platform of the challenger. There are several
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Politician/State w1 Wa

Incumbent (I) 0 25
Challenger (C) wv(wi)) =2 —-R v(w)) =L +R

Table 3: Policy platforms of the extreme incumbent and the challenger.

situations. First, when the incumbent proposes the extreme platform that will pay off
in the more probable state (if ;(w;) < 0.5), the challenger proposes another extreme
platform by putting all his budget into another state. When the uncertainty is still
high (if p(wi) < aF), the challenger proposes the same extreme policy. Otherwise,
he diversifies the budget between states and decreases the voter’s incentives to acquire
information. If 4 = j’® he can guarantee himself a victory by proposing multiple

different policies. Figure [7|illustrates these results.

Lemma 5. The challenger’s optimal policy platform R*, when the incumbent has the ex-
treme policy platform {0,2S}, is
a) R* = —7% for u(w) € (0, "7,

b) R = BEEHD-IS for y(wy) € 417, i'F) and

¢ R*: R e [T]E,TI¥] for [i'",1].

Proof. We proceed analogously as in Appendix [A| and Bl When incumbent’s platform is

0 in the state w; and 25 in w,, then the slope of the net utility equals to

IN(v(1))
NV 999 1) —
and, hence, the difference in posterior beliefs is

R-S

Y(wi|I) = y(wi|C) = —

Using the tangency condition of concavification we obtain the following optimal poste-
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riors:

7Y(w1]|C) = max | 0, min (1 —B)\+2 ((S_ R)? + A(25 — R)))

NS —R)

¥(w1]l) = max | 0, min (1 —B)\+2((S_R>2 _)‘(QS_R))>

INS —R)

It is then straightforward to obtain that the optimal interior challenger’s policy platform

is given by

_ B+ () —3)

R
2p(wr) — 1

Further, by comparing the values of the objective function for different extreme R’s

and the optimal interior R, we obtain that for p(w;) < i'# optimal R = —Z, where
~ ~ — : B w1)—
plE = — fggg) ; and for pu(w) € [3'F, 5] optimal R = —Zf&)ljl 3,

To find ji'¥, we characterize when the voter does not acquire any information. Similarly
to Appendix B, we get that all policy platforms R’s which satisfy R € [T{¥ TJ¥] are

optimal, where

TIF — ()\ —2u(wr) — VACB + AT — 2u(wn))? — 48) + 25) ,

N =D —

TIE = ()\ — 2:u(wr) + VARB + A1 — 2(w1))? — 45) + 25) .

(BA—\/iw /—A(B—QS)3—2>\S)

= s (2BA—4AS)
2 —

e 3 we get that @/F =

that, in contrast to the situation when the incumbent has a stability platform, the voter

Then, by solving 77 = T, . Note

always acquires information for s(w;) < 1. It could be observed from 7}¥ and T;* that,
if yu(wy) < 3, optimal R’s, for which the voter does not acquire any information, are less

than —Z. ]
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Figure 7: The challenger’s optimal policy platform, when the incumbent offers an ex-
treme policy platform, as a function of p(w;) and A = 0.5, S = 0.6, B = 1. The orange
area depicts the optimal R that dissuades the voter from acquiring any information.

H. APPENDIX: SOLUTION WITH THE EN-

TROPY COST FUNCTION

We consider the same setup as in Section |3l However, now we use the entropy cost

function (Shannon, 1948} |Cover and Thomas, 2012)). For simplicity, we reformulate the

voter’s problem as a problem of choosing conditional choice probabilities rather than

the choice of posterior probabilities (Matejka and McKay, 2015).

RI voter’s problem. The voter’s problem is to find a vector function of conditional choice

probabilities P = {P(a|w)}aca={1,c} that maximizes expected payoff less the information

cost:
a P — A&(P
e { > 3 lal)Plako)us) = At >}
subject to
Vae A: Plajw) >0 Yw € Q, (12)
ZP(a|w) =1 YweqQ, (13)
acA

where the unconditional choice probabilities are

P(a) = ZP(a!w)u(w), a€ A

weN
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The cost of information is Ak(P), where X\ > 0 is the given unit cost of information and k
is the amount of information that the agent processes, which is measured by the expected

reduction in the entropy:

—> Pla)logP(a) + > Y P(a|w)log P(a|w)p(w). (14)

acA a€A we

Using the results of Matéjka and McKay| (2015) we obtain the voter’s optimal conditional

probabilities:
P v(alw)/A
Plafy) = ,
ZaeA ’]D( )ev(a\w /A
where
5, S+R B+4R B
. ex(ex +e = ( 1+ p(wr)) — ez puwy)
P<C) = nax (07 min (17 ( Bi25 25+R B12514R ) )
—e 2x He >\ +e x —e 2X

The challenger solves the same problem as in Equation (6]). Applying the same steps as

in Appendix [Blwe obtain:

a) When the voter acquires information:

B B
R = min (E,max(—E,A)),

where

A= \log _\/_(6% — 6%)2(_1 + p(wr))p(wr) + e g (=14 2u(wy))
%( 1+M(w1))+67u(w1) ‘

b) When the voter does not acquire information:

e and pu(w;y) < 0.5

ef@5+¢£+&ﬁ«4+mMmmmU]

B
Re |A min | —, \lo
[ (2 © 2/1(w)
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e and p(w;) > 0.5

e (e2r — \/e? +de (—1 +N(w1))“(“’1))),,4}.

B
Re |max| — —,\lo
[ ( TR 2(wr)

Then, we use a numerical example and illustrate the solution for given parameters.
Figure (8| presents the optimal choices of the policy platform by the challenger. These
platforms are similar to the one described in Section 3| Particularly, Figure |8|illustrates
that, if the challenger has enough political budget and uncertainty is low, he can pro-
pose multiple platforms that dissuade the voter from acquiring any information and,
hence, the voter chooses him with certainty (Corollary [I)); if the victory can not be
guaranteed, the optimal allocation of the budget for the state weakly decreases with
the probability of the state happening (Proposition [1); finally, if the prior belief is unin-
formative (u(w)* = 0.5), the slightest change in the likelihood of the state switches the
optimal policy platform from one extreme to another (Corollary[2). It also shows that,
if the challenger has a limited political budget, his opportunities to dissuade the voter
from acquiring less information are limited and, hence, he proposes an extreme policy

platform even when uncertainty is low (Corollary [4).

Figure [10| shows that the range of prior beliefs, for which the challenger will be chosen
blindly (P(C) = 1), increases in A (Corollary [3). Figure [9shows that, if the incumbent
is weak, then the highest probability of him being elected is achieved for some interior
cost of information 0 < A < 0.5. After that, the rise in the cost of information decreases
his probability of being elected. At the same time, if the incumbent is strong, a rise in the
cost of information decreases the probability that he is elected (Proposition [2)). Further,
Figure (10| illustrates that the increase in uncertainty makes the incumbent strong, and

increases his chances of being elected (Proposition [3).
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Figure 8: The challenger’s optimal policy platform as a function of p(w;) for By =
1, B, =0.85and A = 0.5, S = 0.6. The light (for By = 1) and dark (B, = 0.85) orange
areas depict optimal R’s that dissuade the voter from acquiring any information.
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Figure 9: The unconditional probability of the incumbent being selected as a function
of A for By =1, By, = 0.85 and u(w;) = 0.7, S = 0.6.
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Figure 10: The unconditional probability of the incumbent being selected as a function
of p(wy) for \y = 0.8, \y =0.5and B=1, S = 0.6.
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