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Abstract

We analyze conditions under which a candidate’s campaign rhetoric may
affect the beliefs of the voters over what policy the candidate will implement
in case he wins the election. We develop a model of repeated elections with
complete information in which candidates are purely ideological. Voters’
strategies involve a credible threat to punish candidates that renege of their
campaign promises, and in equilibrium all campaign promises are believed
by voters, and honored by candidates. We obtain that the degree to which
promises are credible in equilibrium is an increasing function of the value
of a candidate’s reputation.
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1. Introduction

Politicians seeking office regularly make promises during political campaigns. This
is presumably done in the belief that the promises will alter voters’ beliefs about
the policies the politician will implement if he is elected. Campaign promises
might affect voters’ predictions about what policies will be chosen after the election
by providing information the voters did not initially have about the candidate’s
personal preferences over policies. In the absence of such information, promises
might affect voters’ beliefs about what the candidate will do because a candidate’s
pledge to carry out a particular policy is in some way credible. While asymmetry of
information between voters and candidates is surely important for many questions,
in this paper we focus on this latter possibility.!

The difficulty with the argument that campaign statements are a mere act of
promising, or pledging, to carry out a particular policy is that they are cheap
talk. That is, fixing all actions of all participants, no payoffs differ when messages
alone are changed. Consider, then, a problem in which there is a single election
in which candidates vie for office. Suppose candidates are ideological, that is,
that they have no utility for holding office, but care only about the policy chosen.
In this environment, any candidate who is elected will choose that alternative
that he most prefers, regardless of any campaign promise that might have been
made. Consequently, if voters have rational expectations, no campaign promise
can alter voters’ beliefs about what action will be taken by a candidate if he is
elected. If there were any statement that did alter beliefs in a way that increased
the probability of election for a candidate, the candidate would make such a
statement regardless of what he intended to do if elected. Hence, no campaign
statement can convey information that alters the chance of election.?

When we move from the case of a single election to multiple elections, cam-
paign promises may be costly. Voters may vote differently in future elections if a
candidate promises to do something if elected, but subsequently reneges on that
promise. Simply put, voters may punish a candidate for reneging on campaign
promises by voting him out of office. Threats of such punishment can support
an equilibrium in which campaign promises are kept, and in which voters’ beliefs
about what a candidate will do if elected are affected by campaign promises. There
is a potential problem, however, with voters behaving on the basis of “retrospec-
tive” assessments of candidates: at the time of the next election, the future choices

I This is discussed further in the last section.
2See Harrington (1992) for an elaboration of this argument.



that the candidate might make could look far better than those of his opponent.
Threats to vote candidates out of office regardless of the circumstances may not
be credible, or in other words, strategies employing such threats are dominated.
Despite the fact that these strategies are dominated, they are often used to justify
the assumption that politicians can commit to platforms or policies prior to an
election.

We present and analyze a dynamic model in which candidates make campaign
promises, and voters use those promises to form beliefs about the policies the can-
didate will choose, if elected. We analyze equilibria of the model in which some
promises will be kept, even when the promised policy differs from the elected
candidate’s ideal point, because of fear of voter reprisal. However, unlike the ret-
rospective punishments described above, punishment in our model is prospective.
Voters discipline candidates by believing some promises a candidate makes as long
as that candidate has never reneged on a promise in the past. Once he reneges,
no future promises will be believed. Candidates only make promises they intend
to keep, and keep those promises if elected. In other words, we consider only
subgame perfect equilibria.

Modelling campaign rhetoric in this way has advantages beyond simply avoid-
ing dominated strategies. The incentive to fulfill campaign promises is based on
the threat that future promises will not be believed; the cost to a candidate of this
punishment is finite. Consequently, promises to carry out policies that are known
to be anathema to the candidate will not be believed, since it will be understood
that the gain from reneging will outweigh the cost in lost credibility.® Thus, unlike
models that simply assume that candidates can commit, we find that there typi-
cally will be policies that candidates can commit to (credibly), but other policies
that they cannot commit to. In addition, the precise modelling of the source of
a candidate’s ability to alter voters’ beliefs about what the candidate will do if
elected, permits an analysis of how the magnitude of his credibility is affected by
circumstances such as the probability of being elected, the expected duration of
his political career, his opponent, etc.

The outline of the paper is as follows. In the next section, we discuss generally
how campaign rhetoric can matter. We discuss briefly how rhetoric might matter
in finite election models, both with and without asymmetric information between
the candidate and the voters, before focussing on the case in which there are

3Think, for example, of the skepticism that greeted Bob Dole’s promise to cut taxes after a
long history of arguing against the wisdom of this.



(potentially) an infinite number of elections and complete information. In this
case we show how candidates may (rationally) choose to maintain a reputation for
fulfilling campaign promises. We do this initially for the case in which candidates
have linear utility functions; we then analyze the effect that concavity in utility
has on the set of believable promises. We further discuss the determinants of the
set of promises that candidates can credibly make in equilibrium. We end with a
brief discussion of our results.

Related literature

As mentioned above, much of the work on campaigns has followed Downs
(1957) in assuming, implicitly or explicitly, that candidates could commit to plat-
forms or policies they would implement if elected. there are several papers that
do not assume that candidates can commit to policies, and that instead, voters
will choose whether to vote for candidates in future elections on the basis of their
choices while in office. Ferejohn (1986) and Barro (1973) analyze models in which
there is a sequence of elections in which candidates are judged by their past per-
formance, rather than any campaign promises or commitments they might make.
Wittman (1990) analyzes a model with politicians facing an infinite sequence of
elections with unchanging ideal points. Wittman characterizes the equilibrium
between the candidates when they are restricted to choosing the same policy each
period. This differs from our model in two ways: voters play no active role in
that model, and candidates never compare the costs and benefits in carrying out
the policies. Banks and Duggan (2000) analyze a dynamic, multidimensional pol-
icy model. In each period, the incumbent faces a random opponent; they show
existence of an equilibrium in which an individual votes for the incumbent if his
utility meets a critical threshold, which is determined endogenously.

Most earlier work that did not ignore the effect of a politician’s performance
while in office on the chances of reelection restricted attention to retrospective
assessment. That is, voters did not use past performance to forecast future deci-
sions that a candidate might make, and vote based on those forecasts. In addition,
much of the earlier work that embodies retrospective assessment precludes a role
for campaign rhetoric. Our contribution is to model political campaigns that in-
clude campaign promises, with voters who are fully rational in the degree to which
the promises are believed.



2. How rhetoric can affect voters’ beliefs

Finite elections with complete information and indifferent voters: If we consider
a two candidate competition game with a finite number of elections and complete
information and voters are not indifferent, there is a unique election outcome
equilibrium (in undominated strategies).? Thus, rhetoric cannot matter. In this
same set up when enough voters are indifferent (enough to change the election
outcome) rhetoric may play the role of determining which equilibrium is being
played. We illustrate this case with the following example. Consider a two election
case in which there are three alternatives: A, B, and C, and suppose that both
candidates are ideological with preferences in both elections as follows:

cl1 C2
A C
B B
c A

Suppose that voters prefer alternative B, and they are indifferent between
alternatives A and C'. The following strategies constitute an equilibrium:

Candidate 1: At the first election he promises B, and he does B. At the second
election he promises A, and he does A.

Candidate 2: He promises C, and he does C, at both elections.

Voters: At the first election they vote for candidate 1. At the second election
they vote for candidate 1 if he has kept his promise, otherwise they vote for
candidate 2.

It is straightforward to verify that this is an equilibrium. There are, of course,
other equilibria in which voters ignore all promises, and candidates always choose
their most preferred outcome regardless of any promises made. Voters can vote
for either of the two candidates in this case since voters are indifferent over the
outcomes they will choose.

The first equilibrium in which promises are made - and kept - by candidate 1
is supported by the voters’ threat to “throw him out of office” if he reneges on his
promise to do B. This threat is credible because voters are indifferent over the
two candidates. It isn’t necessary that all voters be indifferent over the candidates
in the second election, only that sufficiently many voters are indifferent to alter

4This follows by a standard ”unravelling” argument: in the last election, no promise will be
believed since there are no future consequences to reneging on promises, hence no reason to
fulfill promises in the next-to-last election, etc.



the outcome of the second election. In general, we do not find this example a
compelling explanation of how campaign promises can have effect since it rests
on the existence of a nontrivial set of indifferent voters.

A learning model: If voters are uncertain about a candidate’s preferences over
policies there is a possibility that reneging on a campaign promise alters voters’
beliefs about what a candidate would do if reelected because in equilibrium some
types of candidates will renege on a particular promise while other types would
not. If there is partial separation of candidate types in equilibrium, it is possible
that voters can vote out of office a candidate who reneges on a promise even when
restricted to undominated strategies. In Aragones and Postlewaite (in progress),
we lay out a two election model with voters who do not know exactly the policy
preferences of a candidate. Prior to the first election candidates can make promises
of the policy they will choose if elected. Voters form beliefs about the policy the
candidate will choose if elected, which are rational in equilibrium, and vote for the
candidate offering the higher expected utility of his predicted policy. If elected, the
candidate chooses a policy. Following this, voters update their beliefs about the
candidate’s preference over second period alternatives given their prior beliefs, the
equilibrium strategies, and the candidate’s policy choice. With updated beliefs, in
the second election, voters vote for the candidate who offers the highest expected
utility. Candidates choose campaign promises and policy choices (if elected) to
maximize the sum of expected utilities of policy outcomes for the two periods.

Thus in a model of finite repeated elections with asymmetric information,
equilibria may have the property that voters acquire information regarding the
candidates’ policy preferences from the fact that candidates renege or fulfill their
campaign promises. There will, of course, always be an equilibrium in which no
promises are made or kept.

An infinite election reputation model: We showed above that in a model with
finite elections and complete information, there can be equilibria in which rhetoric
matters if there are sufficiently many voters who are indifferent. In the absence of
indifferent voters (or when there are too few to alter the outcomes of elections),
there will be a unique subgame perfect equilibrium in which voters choose undom-
inated strategies. If there are an infinite number of elections, then if there is a
sufficiently high probability that a candidate may wish to run for reelection in the
future, this is no longer the case: the prospect of future elections may allow not
only equilibria in which promises are ignored, but also equilibria in which promises
(rationally) affect voters’ beliefs about what a candidate will do if elected. We
will illustrate this with a simple example.



As in the example above, we will consider two candidates who engage in a
sequence of elections. Both the candidates’ and the voters’ preferences over alter-
natives are constant across elections. Candidates and voters alike maximize the
discounted sum of utilities with discount factor 6 < 1. There are three alternatives:
A, B, and C. The candidates’ preferences are as follows:

U (A)=1 U(C)=1
Uy (B)=0.9 Us(B)=0.9
U (C)=0 Us(A)=0

Voters’ preferences are: U, (B) = 1,U, (C) = 0.5, and U, (4) = 0. If we con-
sider an infinite sequence of elections, the following strategies form an equilibrium
for 6 > 0.1:

Candidate 1: At each election he promises B, and if in the past he has always
kept his promises, he does B if elected. Otherwise, he does A if elected.

Candidate 2: At each election he promises C, and he does C' if elected.

Voters: At each election they vote for candidate 1 if he promises to do B and
in the past he has always kept his promises. Otherwise they vote for candidate 2.

It is straightforward to see that this is an equilibrium. In this equilibrium
rhetoric matters, because voters’ future behavior depends on candidate 1’s ful-
filling or reneging on his promises. As it is always the case, there is also an
equilibrium in which rhetoric does not matter, as illustrated by the following
strategies:

Candidate 1: At each election he makes a random promise, and he does A if
elected.

Candidate 2: At each election he makes a random promise, and he does C' if
elected.

Voters: At each election voters ignore all promises and vote for candidate 2.

This is similar to a “babbling” equilibrium in games with asymmetric infor-
mation. Candidates never keep their promises, and voters ignore all promises.

Consider a finite number of these elections and the restrictions to the finite
game of the strategies that comprise a subgame perfect equilibrium for the infinite
game. Those restricted strategies will not be equilibrium strategies for the finite
election game, no matter how large the number of elections. This is the standard
“unraveling” argument: in the last period it is known that whichever candidate is
elected will choose his most preferred outcome since there is no longer the threat
of future punishment. But if his behavior in the last period is independent of past
history, voters (who are not indifferent) will vote for whichever candidate has the
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more preferred (for the voter) first choice. But then, since reneging in the next to
last period can have no effect on future election outcomes, candidates will choose
their most preferred outcome regardless of promises, and so on.

In a model with complete information and infinite elections, promises can be
credible in equilibrium as long as reputation has a value. A central point of this
paper is that there is no technology that allows candidates to commit in the
sense that commitment is taken to mean that the candidate is not able to deviate
from his promises. Promises can always be broken - and will be broken - if it
is in the interest of the candidate to do so. Promises are kept only because it
is in the interest of the candidate to do so, since the future payoffs are different
for the candidate when he keeps his promise than when he does not. Promises
may change voters’ beliefs about the choices that candidates will make if elected
because voters understand that it is sometimes in a candidate’s selfish interest
to fulfill his promises, even when there is a short-run gain from reneging. Voters
also understand that the threat of future punishment is not sufficient to deter
all reneging: some promises may be so far from a candidate’s preferred outcome
that the short-run gain from reneging is sufficiently high that a candidate will
relinquish his electoral future. In short, the ability of a candidate to alter voters’
beliefs is not a “technological” given, but rather, is an equilibrium phenomenon.

The assumption of infinite repeated elections can be motivated by considering
that at each election every candidate has a positive probability that he will run
for reelection, that is no election is expected to be the last one. Formally, we
model candidates with stochastic lives with infinite support.

We assume complete information: voters know candidates’ preferences over
policies perfectly at the time they vote.” We assume that at each election candi-
dates’ reputation may be either good or bad: candidates with a good reputation
are candidates who have never reneged in the past and candidates with a bad rep-
utation are those who have reneged on a promise sometime in the past.® Voters
believe only promises of candidates who have a good reputation and never believe
any promise of candidates who have a bad reputation. After each election, a win-
ning candidate with a good reputation compares the one time benefit of reneging
on any promise he may have made with the value of maintaining his reputation
by fulfilling such promise. Candidates with a bad reputation choose their optimal

®We will discuss later a variant of the model in which candidates preferences are not known
with certainty at the time of the election.

6Reputations need not have this ”all-or-nothing” property; we discuss below richer possibil-
ities of how past behavior can affect reputation.



policy independent of their promises. Voters predict that candidates with a bad
reputation will implement their ideal policy regardless of any promises, and that
candidates with a good reputation will fulfill any promise that is not too costly
to carry out, that is, for which the benefit of reneging is less than the decrease
in their continuation payoffs if they renege. These strategies comprise a subgame
perfect equilibrium. If there is no uncertainty, candidates do not make promises
they do not intend to keep since with complete information, voters can predict
they will renege and the promise will not influence their voting. If there is uncer-
tainty (symmetric between voters and candidates) about what alternatives will
arise between the time of voting and the time at which the alternatives to the
promise action are known, in equilibrium some promises will not be kept. It will
happen precisely when the benefits of reneging outweigh the value of reputation.

In either case, candidates will be able to change voters’ beliefs about the policy
they will undertake as long as the discount factor is large enough. That is, as long
as the future has sufficient value, candidates will carry out their promise when it
is not too costly to do so. If there is a positive (expected) value to being elected
in each of the future periods, the value to retaining a good reputation goes to
infinity as the discount factor goes to one. For high enough value to retaining a
good reputation, all promises will be kept (hence, believed by voters).

In these models - both the learning model and the reputation model - there will
always be one equilibrium in which campaign rhetoric is irrelevant: all candidates
make random promises, and for all messages they hear, voters do not alter their
beliefs about a candidate’s type or the choices he will make if elected. Candidates
choose their most preferred policy if elected. Here, the only information relevant to
voters is the candidate’s choice: their predictions of choice in the second period are
independent of any campaign promises, and hence reneging on campaign promises
cannot affect voting in the second election.

What is interesting, however, is that in addition to this uninformative equi-
librium, there may be equilibria in which voters do change their beliefs about
candidates and their voting behavior on the basis of campaign promises.

Rhetoric matters if and only if candidates’ payoffs if they renege on their
campaign promises are different from the payoffs they obtain if they fulfill their
promises. That is, we obtain different election outcomes following a failure to
fulfill a promise than after a promise has been fulfilled. For the outcome of
future elections to differ following fulfillment or nonfulfillment of promises, voters’
strategies must depend on the relationship between a campaign promise and the
policy choice of a candidate: voters’ actions must depend on rhetoric.



In general, candidates will not be able to induce all possible beliefs in voters.
We consider this a very important feature of our approach. In our model, it
is endogenous which promises will be made, believed, and fulfilled when both
candidates and voters are fully rational. Fach candidate will have available to
him a subset of the possible beliefs voters might have about his policy choices if
elected. It is important to note that the sets of beliefs that candidates can induce
in voters are typically quite different, since they depend on voters’ initial beliefs
about the candidates, including their discount factors, ¢, utility functions, etc.”

3. The model

We consider an infinitely repeated game of electoral competition. There are two
candidates, L and R, that compete in all elections. At each election, the structure
of the game is as follows:

Campaign stage: both candidates simultaneously make an announcement.
Fach candidate has to decide between making a promise about the policy he will
implement in case he wins the election or sending a message empty of promises.

Voting stage: each voter decides to give his or her vote to the candidate who
maximizes their expected utility, which depends on the policy that he or she
believes will be implemented after the election.

Office stage: the winner of the election implements a policy.

Candidates and voters derive utility only from the policy implemented. We
assume that the utility an agent obtains from each election is represented by

u; (x) = — o — x4

where z; represents the ideal point of agent i.

The policy space is represented by the interval [—1,1]. We assume that the
ideal point of the median voter is the same at all elections, and normalized to be
Ty = 0.

Elections take place over time. Voters simply vote in each election for the
candidate whose predicted policy choice is most preferred.® Candidates discount

"This construction provides a rational explanation for the exogenous cost of commitment
assumed in Banks (1990), for example.

8We rule out the possibility that voters will ”punish” candidates when it is not in their
interest to do for the same reasons that attention is restricted in games to subgame perfect
equilibria.
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future payoffs with a discount factor 6 € [0,1). The discount factor represents the
weight that future payoffs have on candidates’ total utility. We have in mind an
interpretation of ¢ that combines both time preference and the probability that
a candidate will be in office in the future. For example, we can think of it as
6 = MG, where \ € [0, 1] represents the probability that the candidate will be in
office in any period, and 3 € [0,1) represents time preference. Since the value of
0 is less than one, elections that are further away in the future have less effect on
the total utility of the candidate than earlier elections.

We assume that the policy preferences of the two candidates change at each
election. In particular, we assume that at each election the ideal point of can-
didate L is xy, € [—1,0], given by an independent random draw from a uniform
probability distribution over [—1,0]. Similarly at each election the ideal point of
candidate R is xg € [0, 1], given by an independent random draw from a uniform
probability distribution over [0,1]. Candidates’ ideal points are drawn indepen-
dently of each other and of past draws before each election.

Candidates know the preferences of the median voter, and at the beginning
of each electoral period, voters and candidates learn the ideal points of both
candidates for that period.

A candidate’s strategy selects for each one period game a pair (p,z) where
z € [—1,1] represents the policy the candidate implements in case he wins the
election, and p € [—1,1] x {0} represents the announcement that the candidate
makes at the campaign stage (either a promised policy or nothing). Formally,
we may define a promise by the exact policy that will be implemented, in which
case, if a candidate promises policy = € [0, 1], he will break his promise only if he
implements 2’ # x. We may also think of a promise as the worst policy that will
be implement according to the median voter’s preferences, that is if a candidate
promises policy x € [0,1], he will only break his promise if he implements z’ €
(x,1]. In our model these definitions are equivalent.

Before deciding whom to vote for, voters may update their beliefs about the
candidates’ policy choices in case they win the election, given the announcements
made at the campaign stage. Given their beliefs, voters decide to vote for the
candidate that maximizes their expected utility.

Since voters know the candidates’ ideal points, we assume that in the absence
of promises, voters believe that candidates will choose their ideal point if elected.
After the campaign stage voters may update their beliefs about the policy choices
the candidates would make if elected. Voters decide rationally whether to believe
the campaign promises or not. Voters will only believe a promise if honoring it is
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compatible with the candidate’s incentives after the election. Thus, even though
campaign promises do not affect the payoffs of any of the agents, they may affect
their decisions.

4. Equilibrium with rhetoric

We analyze an equilibrium of this repeated game in which campaign promises
matter, in the sense that different promises imply different strategy choices, and
therefore lead to different payoffs.

Voters’ strategies depend on the promises made by candidates during the cam-
paign in the following way. If a candidate promises to implement a policy different
from his ideal point, voters will only believe him if honoring his promise is com-
patible with the candidates’ incentives after the election, given the equilibrium.
Otherwise, voters believe that, in case he wins the election, the candidate will
implement his ideal point. Similarly if a candidate decides to make no promises
at the campaign stage we assume that voters believe that he will implement his
ideal point.

The incentive compatible promises are characterized by a maximal distance d
between the candidate’s promise and his ideal point: voters may believe a promise
only if it is not too far away from the candidate’s ideal point. We will describe an
equilibrium in which voters either believe any promise that is incentive compatible
or none. There are other equilibria that can be thought of as intermediate cases
in which voters believe some, but not all, promises that are incentive compatible.
The equilibria in these cases will look exactly like the one we describe, with a
smaller d, that is, voters believe fewer promises.

Voters will punish candidates who break promises. Thus candidates that at the
campaign stage, decide to make no promises will not be punished, independently
of what policy they implement in case they win the election. Voters will consider
that a promise has been broken when the policy implemented is different than the
policy promised during the campaign.

Voters punish a candidate who breaks a promise by not believing any promise
he may make in the future, that is, after a candidate reneges from a promise, at
all elections voters will believe that this candidate will implement his ideal point,
and vote accordingly.

In the equilibrium we analyze, voters’ strategies at each voting stage are as
follows: voters believe the incentive compatible promises made by all candidates
who have always in the past fulfilled their promises; voters believe that all other
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candidates will implement their ideal point; and they vote according to these
beliefs for the candidate that maximizes their expected utility.

These strategies essentially treat candidates as one of two types. At each
election we may have candidates with a good reputation, who have never reneged
on any promises and whose (incentive compatible) promises will be believed by
voters, and candidates with a bad reputation, who have reneged on a promise
at some time in the past, and independently of what promises they make at
the campaign stage, voters will believe that if they win the election they will
implement their ideal point.

After the election the winner implements the policy that maximizes his ex-
pected payoffs, taking into account that the voters’ strategies for future elections
might depend on the candidate’s promises and choice. Thus at this stage, candi-
dates will compare the gains and costs of reneging. The gains from reneging are
represented by the instantaneous increase in their utility produced by deviating
from their promised policy, choosing instead their ideal point. The costs of reneg-
ing are reflected in their expected payoffs from future elections: the difference
between the future expected payoffs for a candidate with a good reputation and
a candidate with a bad reputation. A candidate will only renege on a promise if
the instantaneous gain is larger than his future expected loss.

In order to find equilibrium strategies for the two candidates we will consider
three different cases: when both candidates have a bad reputation, when only one
of the candidates has a good reputation, and when both have a good reputation.

Suppose that both candidates have a bad reputation. In this case, given than
voters do not believe any promises (other than the candidates’ ideal points) the
cost of reneging is zero since no promises will be believed in any case, therefore at
the ’office stage’ all candidates will always implement their ideal points. Similarly,
given that the only promise that is incentive compatible for the candidates is their
own ideal point, it is optimal for the voters not to believe any other promise. Thus,
we have that at each election the winner will be the candidate whose ideal point
is closer to the ideal point of the median voter (zero) and the policy implemented
after the election will be his ideal point. In this case, the expected payoff (prior to
the realization of the candidates’ ideal points) for each candidate at each election
is given by (see figure 1):

’UBB—/ / ZL‘R dZIILdCL'R+/ / CL'L dZL‘LdZL‘R——%

Now suppose that candidate R has a bad reputation, which means that voters
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will believe that he will implement his ideal point, and candidate L has a good
reputation, that is, voters believe all promises he makes that are consistent with
the incentive compatibility constraints.

We start by assuming that voters believe all promises made by candidate
L that are less than a distance d from his ideal point. Then, solving for the
equilibrium strategies, we will find the maximal d that is consistent with incentive
compatibility.

If —x; < xR, candidate L wins by promising his ideal point. In this case, he
does not need to make any promises, and obtains the maximal possible utility.

If —z; > xR, candidate L loses if he does not make any promise or if he cannot
credibly promise a policy that is closer to the ideal point of the median voter than
xgr. In this case candidate R wins the election and implements xr. Otherwise,
candidate L may credibly promise a policy —xg that, for the median voter is at
least as good as zr. Making a promise that allows him to win the election is a
better strategy for L than allowing R to win, since he gets a higher utility even if
he decides to fulfill his promise:

ur, (—$R) =22 +IRp > ur, (.’IIR) =X — TR.

Thus, in equilibrium candidate L promises policy —zg. Voters will believe him
only if he has a good reputation, and if implementing —z g is incentive compatible
for candidate L, that is, if the gain he obtains from fulfilling his promise in terms of
future expected payoffs is larger than the cost of reneging. In this case candidate
L wins the election’.

The cost of reneging is the difference between his future expected payoft if
he maintains a good reputation, and his future expected payoff if he loses his
reputation, given that candidate R does not have a good reputation.

Let vgp (d) denote the one-election expected utility for a candidate that has
a good reputation when his opponent has a bad reputation. Similarly let vgp (d)
denote the one-election expected utility for each candidate when both have a bad
reputation. Thus, given the assumptions of our model they yield to (see figure 2):

VGB (d) = Ol_d __le_d ur, (ZER) dZELdZL‘R + fol_d f—_xx;—d ur, (—CL'R> dl’LdZI?R+

fll—d L Pup (—xg) depdeg + fol fEmR up (xp) depdeg = —5 — %

90bserve that even though when candidate L promises —zx the median voter is indifferent
between the two candidates. We assume that when a voter is indifferent between the two
candidates he votes for the unconstrained candidate.
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v (d) = [} [ up (vg) dopdeg + [, f_xR ug (wp) depdeg = —3

Given the one-election expected payoffs, we can compute the expected future
payoffs for a candidate with a good reputation, given that his opponent has a bad
reputation:

Ve (d;6) 25%3

Similarly the future expected payoffs for a candidate with a bad reputation
given that his opponent also has a bad reputation are:

Vas (d; 6) Z5tUBB

Thus we obtain the cost of reneging as a function of the maximal promise be-
lieved by voters and the discount factor. Let C*¥ (d;§) denote the cost of reneging.
Then we have that

5 1 ,
CS(d,5):VGB(d,5)—VBB(d,6> 1_53(1—(1—60)

The gain from reneging: the maximal gain a candidate may obtain from reneg-
ing of a promise is d, that is the maximal difference in utility between implement-
ing the policy he promised and implementing his ideal point. Therefore, it is
an optimal strategy for candidate L to fulfill all promises that are at most at a
distance d from his ideal point, where d satisfies d < C* (d; 6)

It is also an optimal strategy for the voters to believe all promises that are
at most at a distance d from the candidate’s ideal point, with d such that d <
C% (d; §), since in equilibrium they will be fulfilled.

We denote by d° the value of d that solves

d = C%(d; )

d® is the maximal promise that a candidate will always fulfill, and it is also
the maximal promise that voters will believe.

Since 8C;d(d) = (1- d)* > 0 and % =&

(see figure 3):

we have that in equilibrium

i) for 6 < % we must have d° = 0, no promises are believed
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ii) for % <o< % we must have 0 < d° < 1, some promises may be believed
iii) for % < § <1 we must have d° = 1, all promises may be believed.

Thus the promises that in equilibrium may be believed and fulfilled are:

0 if0<6<3
d5(6) =9 3(1-y/52) ift<6<i
1 if3<6<1

Notice that the maximal promise believed in equilibrium is an increasing func-

tion of the discount factor, since % = 5%* /43—‘;5 > 0. Thus, as the discount

factor increases, the value of reputation (the cost of reneging) increases, and it
implies that larger promises will be kept and believed in equilibrium.
Note also that since azgdsz(d) = —2(1—d) < 0 we have that the cost of
reneging is a concave function. This is intuitively plausible since a candidate only
benefits from an increase of the set of credible promises, that is, an increase in
d® (8), when his ideal point is more than a distance d° (§) from the median voter’s
ideal point, and the probability of this event is lower the larger the value of d° (§).
Now consider the case in which both candidates have a good reputation. Let
vge (d) denote the one election expected utility for a candidate that has a good
reputation when both candidates have a good reputation. Similarly let vpg (d)
denote the one election expected utility for a candidate who has a bad reputation
when his opponent has a good reputation. As before we start by assuming that
voters believe all promises that are at most a distance d away from the ideal
point of the candidate. We then look for a function d? (§) that characterizes
the maximal promise that candidates will fulfill and voters will believe if both
candidates have a good reputation. When both candidates have a good reputation,
that is, both candidates can make credible promises, the maximal promise that
is incentive compatible could be different than the one we found in the case in
which only one candidate can make credible promises. Given the assumptions of
our model, we have (see figure 4):

(Velel (d) = Ol_d _11:R duL (.’IIR) ddemR‘i‘fd f TR +duL (:EL) d.’IZLd.’IIR—f‘
foddeUL da:Lda:R—l—fd /- wReruL(—mR—i—d) dzrdrp+
f f_;cLL d $L—d) d$Rd$L = —%

UBG fO $R) d.’IZLd!I?R—l-fdsf zh+d? Uy, (—$L) drrdrr+
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s 1-as)°
Od foR ur, (—zp) drrdxg —|—fdls fi)xRers up (vr) depdog = =2 + ( 3 )

In this case the future expected payoff for a candidate who has a good repu-
tation when the other candidate also has a good reputation is:

o 1 4

—svecld) = —57—5

VGG (d, (5) =

Observe that when both candidates have a good reputation, their payoffs are
independent of the size of the set of credible promises. This is due to the linearity
of the candidates’ utility functions: in expectation the increase in utility that a
candidate receives because his opponent can make promises compensates for the
lose in utility he obtains from fulfilling his promises. Similarly, the future expected
payoff for a candidate who has a bad reputation when his opponent has a good
reputation is

—_d5)?
VBG(d75): lf(s’UBG (ds) :L <_§_{_ (1 d ) )

Observe that the expected future payoff for a candidate with a bad reputation
when his opponent has a good reputation is a function of the maximal promise
that voters believe when only one candidate can make promises, that is the value
d® () that we found for the previous case, while the expected future payoffs for a
candidate with a good reputation when his opponent also has a good reputation
is independent of d. Thus when both candidates have a good reputation the cost
of reneging for a candidate is given by

6 1
CP (d;6) = Vaa (d;8) — Vae (d; ) = 1-53 (1 - (1~ ds)3>
Comparing this cost with the results found for the case in which only one
candidate has a good reputation we conclude that (see figure 5):

CP (d;6) = CS (d%;6) = d° (6)

That is, the cost of reputation when both candidates have a good reputation equals
the value of maintaining a good reputation for a candidate when his opponent has
a bad reputation, therefore it is equal to the maximal promise that voters believe
when only one candidate has a good reputation. This implies that we must have

17



dP (6) = d° (6), that is, if both candidates have a good reputation, the maximal
promises that are going to be fulfilled by candidates and believed by voters in
equilibrium are the same as in the case in which only one candidate has a good
reputation.

d® (6) characterizes an equilibrium in which the promises that voters believe are
all the promises that are incentive compatible. We obtain that, in the equilibrium
we have analyzed, both candidates fulfill all the promises they make, and voters
believe all promises that are made in equilibrium: both candidates maintain a
good reputation over time. But there is a continuum of equilibria with similar
characteristics: for all d < d°, there is an equilibrium in which voters believe
promises up to a distance d away from the candidate’s ideal point.

Our analysis yields some simple but interesting comparative statics. In general,
we should expect to see that candidates with high probability of winning in the
future are more likely to fulfill their promises and voters are more likely to believe
promises from these candidates. Thus promises are more likely to be believed at
the same time that candidates are less likely to make them.

Similarly, all else equal, younger candidates are more likely to fulfill their
promises, since they have a longer time horizon to consider, and thus their repu-
tation is more valuable. However, there may be things like seniority effects that
cause younger candidates to have smaller chances of being elected in the future.
This would work in the opposite direction.

Note that the expected value of maintaining a good reputation for a candidate
is the same independently of whether his opponent has a good or a bad reputation,
that is

(Yelel (ds ((S)) — UB@G (dS (5)) = UGB (ds ((S)) — UBB (ds (5))

That the value of a good reputation is independent of the opponent’s reputa-
tion is due to the linearity assumed in the utility functions.

We also analyze the effects of maintaining a good reputation on the welfare
of the median voter. The median voter’s expected utility from each election as a
function of the credible promises in equilibrium is given by:

1 2 1

UBB (d> = UGB (d) = UBG (d) = —é
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With ‘%%—Z(d) > (0 for 0 < d < 1. Thus, the median voter is better off when
both candidates have a good reputation because all promises are made toward
the median voter’s ideal point. In equilibrium, both candidates have a good
reputation and the utility of the median voter increases with the size of the set of
credible promises.

The probability that a voter is better off when candidates can make credible
promises than when no promises are credible decreases with the absolute value of
the ideal point of the voter. In particular this implies that the voter most favored
by the credibility of promises is the median voter. Voters with ideal points at
the extremes of the policy space obtain the same expected utility when both can-
didates have a good reputation as when both candidates have a bad reputation.
The reason is that for each realization of the candidates’ ideal points such that
a voter’s utility decreases when some promises are credible, there is another re-
alization (symmetric) of the candidates’ ideal points such that the voters’ utility
increases by the same amount when promises are credible. Thus, voters’ utility
can only increase with the size of the set of credible promises.

5. Extension to concave utility functions

Up to now we have assumed that the utility function of the candidates was linear
with respect to the distance between their ideal point and the implemented policy.
In this section we will assume that this function is concave. Formally we assume
that for all ¢

Ui (z) = — |z — 2"

where k£ > 1 measures the degree of concavity, that is, the larger the value of
k the larger the degree of concavity. A candidate with a strictly concave utility
function, k > 1, suffers more than candidate with a linear utility function (k = 1)
from the implementation of policies that are far away from his ideal point. In a
sense, the degree of concavity of the utility function is a measure of the intensity
of the candidate’s political preferences.

We should expect that the value of maintaining a good reputation for a can-
didate is larger the larger the degree of concavity of his preferences, since his
utility loss from losing an election increases with the degree of concavity, while
his utility when he wins (even with a promise different from his ideal point) is
not affected as much. In this section we replicate the above analysis of the equi-
librium with rhetoric when candidates’ utility functions are concave. We assume
that both candidates’ utility exhibit the same degree of concavity. We find that
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the set of credible campaign promises from candidates with more concave utility
functions are larger.

We first consider the case in which both candidates have a bad reputation. As
before, since no promises are ever believed by voters, the cost of reneging is zero
and therefore at the office stage all candidates always implement their ideal point.
At each election the winner will be the candidate whose ideal point is closer to
the median voter’s ideal point. The expected payoff (prior to the realization of
the candidates’ ideal points) for each candidate at each election is given by:

~ 1_2k+1
UBB ( / / —(zg — x) " depdeg = I

Observe that the expected payoff in this case is strictly decreasing with the
degree of concavity of the candidates’ utility function:

Ovpp (k) 271 [2k+3— (k+ 1) (k+2)In2] — (2k + 3)
ok (k+1)° (k+2)°

Now suppose that candidate L has a good reputation and candidate R has a
bad reputation. As before, we first assume that voters believe all promises made
by candidate L that are less than a distance d from his ideal point, and we then
determine the maximal d that is consistent with incentive compatibility.

The gain from reneging: the maximal gain that a candidate may obtain from
reneging on a promise is d*, that is, the maximal difference in utility between
implementing the promised policy and implementing his ideal point.

The cost of reneging is the difference between his future expected payoft if
he maintains a good reputation, and his future expected payoff if he loses his
reputation, given that candidate R has a bad reputation. In this case we have
that the one-election expected utility for candidate L in this case is:

<0

5@3 (d k‘) = Olid 71med — (mR — .’IIL)k d.’IZLdIIIR—l-fOlid f:;:fd - (—IIIR - $L)k d.’IZLd:ER
_ —i@-a)ftP-2dk241 geti_g)
+ f1 P G z)" depdeg = =2 SN T T Rt

As before, given the one-election expected payoffs, we can compute the ex-
pected future payoffs for a candidate with a good reputation given his opponent
reputation, and then compute the cost of reneging as the difference between them:

CS (d; 6,k) = Viap (d; 6, k) — Vg (d; 6, k) Z [Ves (d; k) — Upp (k)] .

=1
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When both candidates’ utility function is concave we have that the cost of
reneging is given by the following expression:

~ o) - -
C%(d;6,k) = s (Vep (d; k) — vgB (k))
s [H[22—@-af—8d] g
1_»o (k+1)(k+2)  k+1

Therefore, it is optimal for candidate L to fulfill all promises that are at most
a distance d from his ideal point, where d satisfies:

d* < C%(d; 68, k).

It is also optimal for the voters to believe all promises that are at most a distance
d that satisfy the previous inequality, since in equilibrium they will be fulfilled.

Observe that the cost of reneging is increasing with the amount of promises
believed by voters!'?:

oCS (d;b,k) & %[(2_d)k“_dk+l —d"(1-d)| >0
od 1-06 (k+1) ="

The cost of reneging is also a concave function of the amount of promises
believed by voters:

92CS (d: 6, k 5 1 1
a(d; : )=1_5[—5<2_d>k+§dk—kd’f1<1—d>} <0.

On the other hand, the gains from reneging, d*, are an increasing and convex

function of the amount of promises believed by voters.
Since C* (0;6,k) = 0 and

C%(1;6, k) e B iff §< !
. _ i
) . — — 2k+1_9
16kt 1)(kt2) e
~s P %
108ince 2< (23;6’1 =2 (1-a? kZ 0 and % =
1 — +1 C n —a)— l( +1 — nda
o [2(2 A [(k+1) 1 (2(kiJ)rl)12]+2l [L-(ktD)ind] _ g (1—d) lnd} >0
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This implies that the cost of reneging and the gains from reneging intersect
at most at one single point when d € [0, 1] . Thus, there is a value of d for which
d* = C%(d; 6, k), which determines the maximal promise believed by voters. Let
d® denote this value. As before we have that (see figure 6):

d°(8,k) =0 if §=0

0<d®(6,k) <1 if 0<8<—pp
N "D

&Sk =1 if 6>—Fr—

Observe that when candidates’ utility functions are strictly concave, there
are always some promises different from the candidates’ ideal points that are
believable by voters, as long as the discount factor is greater than zero. And as in
the linear case, when the discount factor increases, the set of believable promises

also increases, since 803&?‘5’]‘3) = Csl(‘fg’k) > 0. Finally, if the discount factor is
sufficiently large, all promises are incentive compatible.
We can also show that the maximal promise believed by voters increases with

the degree of concavity of the candidates’ utility function, that is,

75
od> (6, k) >0
ok -
since the cost of reneging for each value of d increases with the degree of concavity
we have that!!
aCS (d; 8, k)
— o
ok -

and, on the other hand, the gain from reneging decreases with the degree of
concavity

0 (d*)

ok
Now consider the case in which both candidates have a good reputation. We
first compute the one-election expected payoffs for a candidate that has a good

=d"Ind <0.

MThiss is true since:
1) W increases with k

2) CS (1,6, k) increases with k

CS(d:8,k) - .
3) W increases with k
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reputation and then a bad reputation, given that the opponent has a good rep-
utation. We assume that voters believe promises from either candidate that are
at most distance d from the candidate’s ideal point, and we look for a function
dP (8, k) that characterizes the maximal promise that candidates will fulfill (and,
hence, voters will believe) given that both candidates have a good reputation.
The one-election expected payoff for a candidate with a good reputation when his
opponent has also a good reputation is:

5@@ (d k) Ol_d _11:R_d (.’IIR — $L)k ded$R + fod fi)d — (—IIIL)k d$Ld$R

+fd f Rt (—xp—ap+ d)* drpdg + I f — (=2xp, — d)f dzpdzy,

__[(Qw?i;(zi(gﬁ]ﬂ (4 1)L —da

rr—d

k+1 27 k+1

When computing the expected utility for a candidate with a bad reputation
when his opponent has a good reputation, we need to take into account that the
set of promises that voters believe in this case is given by the function d° (6, k)
found above:

fUBG (d ) f[) CL'R — ZL‘L) diL'LdCL'R+de f m}f+d (—QI'L)k dZL‘LdCER
_ e (1-a%)"" 3] 41
+f0 ff:rR 2$L> drrdrr [(k+1)(k+2) }

As before, given the one-election expected utilities we find the value of the
future expected payoffs, and the cost of reneging as

CP (d: 6,k) = Vo (ds 8, k)~ Vi (d: 6, k) = 7= [ac (d: k) — s (& (8, k) ik ) |

Using the previous expressions we obtain the cost of reneging as a function
of the size of the set of credible promises when the two candidates have a good
reputation, for each maximal amount of credible promises when only one candidate

has a good reputation:

1 k42 jk+2]_lok+2 75\ k+2
~ S 5 1@—a)f 24t 2] —dor2[(1-d%)" " 3] d dH g (2Rt
CP (d;6,k,d%) = 5 5{ 2 o m (5 - D5 5w

First notice that for all d% (6,k) > 0 if voters believe no promises other than
the candidates’ ideal points (when both candidates have a good reputation), the
cost of reneging is still positive (and recall that d° = 0 only when § = 0):
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B ~ 9k {1— (1—JS)M]
CD(O;é’k’dS):1i5 GrnGry |

This implies that the cost of losing a good reputation for one of the candidates,
when both have a good reputation might be positive, even if no promises are being
believed by voters. This can happen if some promises are believed by voters only
when a single candidate has a good reputation. The reason for this anomaly is
that if a candidate were to lose his reputation they would revert to the state in
which only one candidate has a good reputation, that is a state in which the
amount of credible promises is given by d° > 0. In that state the candidate with
a bad reputation is worse off than when both have good reputations, even if no
promises are believed in that case.

Furthermore, we have that the cost of reneging in this case is increasing with

the size of the set of believable promises!?:

dCP (d; 6, k) § {d 1

k k
= —(2- >
54 T35 2(2 d) 2(2 d)d} 0

We can also show that for low values of d, C? (d; 8, k) is a convex function of
d, and as d increases CP (d; 8, k) becomes a concave function:

Od2 1-6

2(A~D(J.
And W < 0 if and only if d > k-i_i_l

For a given value of k the maximal credible promise, denoted by dP (6,k) is
given by the largest value of d that satisfies (see figure 7):

CP (d; 8, k) > d".

—
12Gince ACP s D) _ 0 and

od

agéD d;8,k )
5 ( )

ad

% =%[%(2—d)’“ln(2—d)—%(2—d)dklnd >0
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In this case we also have that the size of the set of credible promises increases
with the value of the discount factor, if d” (8, k) > 0:

P (8,k) =0 if §=0
0<dP(6,k)<1 if 0<é< gk[sf(lfiS)W]fkfs
B I+ EFD(RT2)
d” (6’ k> =1 if o> ok [37(17;9)'”2]71%3
I+ EFD(RT2)

Finally, we have that the cost of reneging for all d is an increasing function of
k, that is'?,

D .
oC (d:8.k) _
ok =

Since we have already shown before that the gain from reneging for all d de-
creases with k, we obtain that the value of the maximal credible promise increases

as k gets larger, that is:
o ( (5.1.7))
> 0.

ok

On the payoffs of candidates and voters with concavity: When candidates’ util-
ity functions were linear, their expected utilities were unaffected by the kind of
reputation that they had as long as both candidates had the same kind of repu-
tation. When both candidates have a good reputation, it was equally likely that
a given candidate will be helped or hurt by his reputation. When a candidate’s
ideal point is closer to the median voter, he will win whether both candidates
have a good or a bad reputation. When both candidates have a good reputation,
in equilibrium such a candidate will make a promise, and hence be worse off than
if both have had a bad reputation, in which case he could have won by promising
his ideal point. On the other hand, if his opponent’s ideal point is closer to the

13This is true since:

1) CP (0;6,k) increases with k

2) CP (16, k) increases with k

3) %Z;ﬂl increases strictly with & for all d € (0,1).
Then we must have that if & < &’ then for all d < d’
CP (d;6,k') — CP (d;6,k) < CP (d';6,k') — CP (d';6, k)
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median voter, this candidate benefits from having a good reputation. With linear
utility functions, these exactly offset, and the candidates’ expected utility when
both candidates have a good reputation is the same as when neither does.

The story is different with concave utility functions. When both candidates
have a good reputation, the equilibrium policies enacted will be closer to the
median voter than they would be if both candidates had a bad reputation. This
convergence toward the median voter is beneficial to candidates, however, with
strictly concave utility functions. When a candidate is forced to move his policy
choice toward the median voter’s ideal point because both candidates have a good
reputation, the loss is not as large as the gain he gets from his opponent’s doing
the same thing. Hence, with concave utility functions, candidates’ expected utility
is larger when both candidates have a good reputation than when both candidates
have a bad reputation, and the greater the degree of concavity, the greater the
difference between the two.

Candidates’ welfare increases in our model because of the policy convergence
that a good reputation generates. There is a similar welfare increase that results
from policy convergence in Alesina (1988) and Dixit, Grossman and Gul (2000).
In those papers, policy convergence arises through tacit cooperation between two
parties that moderate their policies when in office. Although the welfare bene-
fits in these papers, as in our paper, are due to policy convergence, the policy
convergence that we obtain when we assume linear utility functions stems from
the interactions between the voters and the candidates, rather than between the
candidates themselves.

6. Random median voter

In the model analyzed in the previous sections of this paper we assume that the
ideal points of the candidates change from election to election and that the ideal
point of the median voter does not change over time. These assumptions can
be interpreted as voters having stable preferences, with the issues changing from
election to election. For instance, in one period the main campaign issue, and
therefore the candidates’ promises, are on tax reform, the next election the issue
is abortion, etc. At each election the ideal point of the median voters is normalized
to be zero, and the candidates’ ideal points are different reflecting the different
relative positions of all agents for each specific issue. In one sense, this can be
thought of as a model of short-term policies.

In this section we describe an alternative model in which the policies are
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long-term policies. Here we assume that candidates’ ideal points are fixed at all
elections, and that the ideal point of the median voter changes across elections.
This variation of the model can be interpreted as the candidates having long run,
stable ideal points over some policy, say income distribution. The assumption that
the ideal point of the median voter is random captures the idea that the median
voter may change over time due to demographic changes or that individual voters’
preferences may change due to changes in the economy.

Consider the following variant of the model described previously, where the
ideal points of the candidates are x; = 0 and xg = 1 at each election, and the
ideal point of the median voter m at each election is an independent realization
of a uniform random variable on the interval [0, 1]. Notice that in this case the
ideal points of the candidates are not independent from each other, as opposed to
what was assumed in the previous sections.

As before, consider first the case in which one the candidates has a good
reputation (L) while the other candidate has a bad reputation (R). In this case,
we have that the expected payoff from one election for candidate L are:

1 1 1

vpp (d) = 5u(0) + Fu(l) = -3

14d

’UGB(d>:%U(O)+/ ’ u(2m—1)dm—|—1;du(1):—%+g<1—g).

1

2

Thus the cost of reneging when the opponent has a bad reputation is
o d d
S — s — : [ — —

C (d)—VGB (d,(S) VBB (d,&) 1-69 (1 2> .

Since the maximal gain from reneging is d we have that the maximal promise
that is incentive compatible is (see figure 8):

0 §<2
(=4 222 2<s<t
1 §> %

As before the maximal promise that is credible in equilibrium when only one
candidate has a good reputation is an increasing function of the discount factor.
For small values of the discount factor (6 < %) no promises are believed, and for
large values all promises are believed (6 > %)
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Now consider the case in which the two candidates have a good reputation.
The expected payoffs from one election for candidate L are:

vee (6) = Fur (0) + [24 ur 2m — 1+ d) dm+

14+d

J“%T Uur, (2m — d) dm + %UJL (1) = —

N[

om () = =1 = vom 0) = =4~ % (1- %)
Thus the cost of reneging in this case is:

S
€7 (d:8) = Voo () ~ Vi (50) = 755 (1= ) =@
1—062 2

Therefore, in this case we will also have that dP (§) = d°(§), that is the
maximal credible promise when both candidates have good reputation coincides
with the maximal credible promise that a candidate can make when his opponent
has a bad reputation. We also obtain that in both cases the maximal promise
depends on the discount factor in a very natural way: when the discount factor
is very small, no promises are believed in equilibrium; for larger values of the
discount factor more promises are believed in equilibrium, and when the discount
factor is sufficiently large, all promises are believed.

Thus, the results obtained with this alternative formalization of the two can-
didate electoral competition are qualitative the same as the results we found when
we assumed that the candidates’ ideal points were randomly determined at each
election and the median voter’s ideal point was fixed at all elections.

The welfare effects in this case are similar to those in the previous section. Asin
that case, the median voter is strictly better off when candidates have reputations.
When the candidates have linear utility functions, they are equally well off when
both or neither have reputations; with strictly concave utility functions, they will
be better off when both have reputations than when neither does.

7. Discussion

The model we have analyzed has been presented in its simplest form in order
to highlight the factors that affect the set of promises that candidates can make
that will be credible. Many of the simplifications that we have made for ease
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of exposition clearly don’t affect the existence of equilibria of the sort analyzed
above. We discuss briefly some of the assumptions.

Complete information: As pointed out in the introduction, our aim in this
paper is to investigate the determinants and consequences of candidates’ reputa-
tions for credibility. We do not take the position that transmitting information is
not an important ingredient of campaign rhetoric, but have restricted attention to
the complete information case in order to focus on the issue of credibility. Since
there is complete information, the policies that are chosen in our equilibria could
be sustained without campaign promises. That is, voters could simply vote for
candidates who have, if elected, carried out the policies identified in our equilib-
rium, with no communication taking place. Even though campaign promises are
not essential for these outcomes, intuitively they would seem to facilitate coordi-
nation over which equilibrium might arise. Extending the model to the case of
asymmetric information would be valuable. The roles of communicating informa-
tion and promise-making in campaign rhetoric will likely be confounded, but the
equilibria that arise presumably necessitate cheap talk.

Discount factor: As the value of the discount factor decreases, the value of
future payoffs also decreases, and therefore reputation becomes less valuable, and
less promises will be credible in equilibrium. Hence, reputation is most valuable
to candidates that have a higher probability of running for reelection and that
have a higher probability of winning should they run. Since reputation is more
valuable to such candidates, their promises are consequently more credible.

A particularly interesting consequence of the point in the previous paragraph is
that, all else equal, two candidate systems have an advantage over multi-candidate
systems. In the latter, the average candidate clearly has lower chance of being
elected in future elections, and hence has lower value for maintaining a reputation.
This lower value of reputation makes fewer promises credible, with the result that
there will be less mediating effect of credible promises and, hence, implemented
policies with more candidates.'*

Sequential promises: We model the candidates as making promises simulta-
neously. It is worth pointing out that the equilibrium outcomes of the model are
not particularly sensitive to the precise structure of the campaign rhetoric stage.
In particular, we could have had the candidates make their campaign promises
sequentially, with either the candidate closer to the median voter or his opponent
making a promise first. Further, we could have allowed the candidates to make
a sequence of promises prior to any single election, and the result would be the

4 We thank Abhijit Banerjee for this observation.
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same.

Ideological candidates: How does intensity of candidates’ ideology affect the
credibility of the candidates? Our results above assumed that the candidates’ ideal
points were uniformly distributed on the unit interval. Imagine instead environ-
ments in which there is more polarization between the candidates as captured by
distributions of ideal points that put greater weight on points further from the
median voter. The parameter d measured the magnitude of candidates’ credibility
in section 4 above; we are interested in whether this parameter would increase or
decrease when there is greater polarization as described above.

Suppose we symmetrically change the distributions of the candidates’ ideal
points, putting greater weight on points further from the median voter and less on
points nearer. As before, it will still be the case that a candidate is more likely to
win an election when his reputation is intact than when he has lost his reputation.
The candidate whose reputation is intact benefits from this. Sometimes that
benefit will come about when the candidates ideal points are relatively close to
the median voter’s, and sometimes when they are farther away from the median
voter. The magnitude of the benefit of the reputation will be greater when the
ideal points are further away, simply because the distance between the ideal points
is larger in this case. But then the effect of an increase in ideological intensity
is to put greater probability on those cases where the benefit is larger, hence the
value of having a reputation is greater with the increase.

The increased value of having a reputation when there is greater ideological
intensity translates into an increase in the potential credibility. Not all promises
are typically believed by voters; what they will (can) believe is limited by what the
candidate has to lose by reneging after being elected. Anything that increases the
value of maintaining one’s reputation increases the loss to the candidate should
he renege, and consequently, increases the magnitude of the promises that he will
have an incentive to keep.

Symmetric uncertainty: Suppose that between the voting stage and the office
stage the policy preferences of the winner suffer a shock that changes the can-
didate’s ideal point with some positive probability. In the case analyzed in the
previous section, all promises made by a candidate during the campaign were ful-
filled in equilibrium. Adding uncertainty about the candidates’ preferences alters
this: we will then have that some promises that are believed in equilibrium will
not be fulfilled. Furthermore, larger probability of shocks on candidates’ prefer-
ences should also imply a lower future expected value from maintaining a good
reputation (since with positive probability it will be lost in any case), thus a lower
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value of reputation (lower cost of reneging), and therefore in equilibrium we will
obtain a smaller d : fewer promises will be credible.

Punishment: We have assumed that voters’ punishment of candidates who
renege is extreme: after a candidate reneges once voters keep the punishment
of not believing any of his promises for all future elections. There are other
equilibria in which voters’ punishment is less extreme. We could think that after
a candidate reneges once, voters apply the same punishment to the candidate for a
finite number of periods, and believe his incentive compatible promises afterwards.
Since the future expected payoffs if he reneges will be higher in equilibrium we
will obtain a lower value for maintaining reputation, and therefor a smaller d, that
is, fewer promises will be credible.

We can also think of equilibria in which voters punish candidates who renege
by “shrinking” the set of promises they believe. The effect in this case will also
be higher expected payoffs following reneging, and as before it implies that less
promises will be believed in equilibrium.
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Figure 2: Only L has good reputation.




1/2<6<3/4 5=3/4

C5(d:8),d csds)d |

; 4
ds(1/2)=0 ds(3/4)=1
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Figure 4: Both have good reputation.
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Figure 6: Only L has good reputation.
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Figure 8: Random median voter.
Only L has good reputation.




