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Electoral control when policies are for sale

1. Introduction and overview

Is an electoral campaign a tool to pledge econgmlicies to come or to flatter voters by

promising economic policies that may not be impleted? Another way to ask the question
would be: does politics have to be disappointing? trystal clear that the answer to that is
essential to maintaining legitimate democraciesleéd, should politics be necessary and
systematically disappointing then the tendencytnotote that exists in some democracies
could develop to the point that politics would betedmined by a small number of voters
whose characteristics would be either altruismnstaad belonging to lobbies that would be
likely to influence really the economic policiesplamented (in their best interest).

In this article, we are studying, within the framew of electoral competition in the presence
on endogenous lobbies, the dynamics of electiomjz®s. If the measures of economic
policies can be influenced by lobbies, then we namlyse the dynamics of the elected
representatives’ promises and achievements. Inmethe presence of the lobbies will be
affected by the dynamics of promises and we integtas endogenous constitution of lobbies
in the analysis. Thus our study stands at the aentie of several literatures.

A major criterion of the caracterization of the egdnous economic policies approaches is
whether the election is taken into account (or.not)

In many reseach works (following Peltzman 1976 Hiitman and Ursprung 1988) election
isn't explicitly taken into consideration in thelpical game. Other works (following Brock
and Magee 1978) put electoral competition at thre obthe political game.

Other criteria intervene to differentiate the mapproaches (see synthesis by zones in chart
infra).

Figure 1. Positioning in relation to existing litelature
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Since its publication, the Grossman and Helpmaf4)Lnodel has become the workhorse of
models studying, either theoretically or empirigalthe political economy of trade. Its
attraction comes notably from the fact that the ehdds clear-cut predictions on the relation
between protection and the import penetration. Tdggitates the empirical strategy, and has
permitted to verify the empirical relevance of dpproach, as was for example demonstrated
by Goldberg and Maggi (1999), Gawande and Bandygad (20003, Mitra et al (2002),
Eicher and Osang (2002), McCalman (2004), LopezMai$chke (2006).

However, both the theory and its empirical validathave recently come under attack. The
link between contributions received from lobbiesl @olicies implemented by politicians has
been questioned by, notably, Ansolobehetral (2003), while the empirical strategies have
been criticized by Mitraet al (2006) and Keeet al (2007). [The approach through
contributions, which doesn’t take the election imtmnsideration, is at the intersection of
zones B, C, D & E of graph 1.]

The main criticism to Grossman and Helpman’'s apgrdqd994) is of ignoring the election
process despite the lobbies’role in the protess

Ansolabehere, de Figueiredo and Snyder Jr (20C8yeman old question by Tullock (1972):
why is there so little money in US politics?

They first consider that given the value of polca stake, interest groups should give more.
Second, focusing on PAC contributions they shoatnetly few effects on voting behaviour.
This could suggest that policies are not for s8let two other explanations are useful.
Contributions especially target very specific pieléc (e.g. commercial protection for one
industry), that is the ratio global value of padigi/ contributions is not relevant ; lobbies want
to affect election outcomes rather than changirsjtiom of politiciang which mean that the
best analyzing tool is electoral competition.

Another limit is the strictly exogenous charactethe lobbies.

! Gawande and Bandyopadhyay use econometric tedestonstrate that following the Grossman and Hetpma
model predictions, the US protection is sold tobies. They show that the lobbies spending compessat
government from deadweight loss from protection exglain the low level of US protection as resigtinom
preferences of the government, placing similar Wwein total net welfare relative to lobbying sperdi They
also show that in the case of rival lobbies, thepetition increases the contributions and thatikdkpending
clearly depends on the strength to their rivals.

2 Grossman and Helpman themselves consider (19884) that the electoral competition model is brestéted

to the analysis of the trade policy major shapirigereas their model is more suitable for a detalealysis (by
sectors) of this policy.

% Ansolabehere, de Figueiredo and Snyder Jr (20026).



As, in many recent papers, lobbying is modellecadsnenu-auction” where lobbies offer
contribution schedules to politicians, that aredig promises of payments, conditional on
the chosen policy (i.e. firm promises of paymewyrd to the policy choseaof. Bernhein and
Winston 1986, Grossman and Helpman 1994), othess leumerous works, integrate
endogenous lobbies and implemented sectorial psliagre then considered as a simple
growing function of the contributions received. dlay et Wellisz 1982 notably For an
alternative framework with endogenous lobbying, Beki and Merlo (2002) [Those works
are at the intersection of zones A, C, and E gblyih]

Beyond the limits seen in Grossman and Helpmardssatal framework, a shortcoming
largely present in literature now seems fundamerie static framework of the political
economic analysis.

Thus relatively few works situated in the field @fdogenous protection integrate the notion
of time or the dynamics of election promises.

Cairns (1989), who takes up Becker’s analysis ()1,988dies the compared welfare effects of
rent seeking in static and dynamic frameworks.

Yet the analysis deals only with the lobby’s sidlbe side of the economic policies demand
(voters) isn’t taken into consideration and theep#ide (politicians) is considered as given.
Moreover the election isn’t explicitly taken intortsideration (in this case, the electorate is
not a variable which justifies, within this analydramework, focusing the reflexion on the
role of lobbies).

[Cairns’s analysis is at the intersection of zoBe€, and F of graph1l.]

In Banks (1990), time consideration doesn't tralesiato an intertemporal analysis since the
model is a one-period one. The time aspect is pragent as a background, justifying the cost
of the lie: the author considers that the voters €anction the candidates for their past lies
(Banks 1990, p. 310). [Banks’ analysis is at thersection of zones B, C, D & E of graph 1.]
Ward (1993) integrates time in his analysis buthe background only: time is introduced
only to link the finite aspect of politicians’carseto the difficulty to cooperate at the
international level (Ward 1993, p. 230). [Ward asal is at the intersection of zones C & E
of graph 18]

* Findlay and Wellisz (1982) consider two opposembles : one protectionist and the other free trate. two
lobbies, which have an active role here (as opptsdeltzman pionneer approach, 1976), exert cdictay
pressures. The tariff is determined as a stabletifum of the effort balance (ressources investethénpolitical
process) of the competing groups. Findlay and \&llapproach stumbles on a mathematical impodgyibili
which seems redhibitory: the shape of reaction esiof each group is not determined. It's thus irsjtds to
know whether the balance is stable or even if @sdexist.

® These authors consider that the incumbent chotbeesobbies participating in the political game. e
coalition of lobbies depends on the preferencethefincumbent (supposed to choose lobbies withemft
preferences to its own in order to maximise cootidns).

® Economic policy can’t be taken as endogenous ifasas Ward’s analysis focuses on the environmeidas
only (weighed against the economy growth rate; WI&®3, p. 207).



Wirl (1994) points out the weaknesses of the statialysis by asserting that the dynamic
aspect of lobbying is its most basic charactessgtWwirl 1994, p. 320). The author, attempting
to answer the same question as Ansolabedteaik (2003), modelizes lobbying as competition
between two groups (farmers and consumers) inigaldb the same criterion (political
favour). The main conclusion of the analysis id,thmaa dynamic framework, a lobby restricts
its effort out of fear of reprisals from the othelbby.Yet the election is not taken into account
(we are in effect in an analysis framework whelgblong is continuous, so the model can be
static, and ige factoclose to the one shown by Peltzan, 1976, in tevfnegulation or of
Grossman and Helpman's, 1994)Wirl analysis is at the intersection of zones&BE of
graph £]

The corollary of the static analysis is that theagds of the political game are actually
simultaneous. Conversely, in an intertemporal fraor&, nothing prevents a separation
between these phases. Thus the payment by the @dtzbgontribution and the announcement
then the implementation of the policy by the poétiparty don’t occur at the same time.

So it seems necessary to introduce the fact tleagéme phases are linked by the players’
commitments, relying particularly on trust or ctadiy. At that point an analysis of the lie in
politics is becoming essential.

Aragones, Palfrey and Postlewaite (2007) brieflyndestrate that the most accurate
perspective to analyze political games is the dyoan€. They make the hypothesis that
when a candidate lies the electors punish her bgmegelieving her future promises.

This punishment for reneging is rather extremetlfasauthors recognize) which can bias the
results of the model. Such a bias is indeed rentimetaking the political lie into account.

Two possibilities are competing here. Accordindhe one, the promises are binding and the
policy is determined at the time of the campaidre (ie is nil); according to the other, the
promises are worthless and the policy is actuakyeumined after election (the lie is
gratuitous). According to Persson and TabelliniO@0 " It is somewhat schizophrenic to
study either extremes: where promises have no megamiwhere they are all that matter. To
bridge the two models is an important challenge”.

Attempts to get these two approaches closer hangadyt been made.For example, in
Bennedsen and Feldmann (2006), lobbying is a contis action, implemented without any
regard for electoral deadlines. The model propagsethis paper should help to make the
original Grossman-Helpman model and reality cloasrjt embeds the re-election constraint
in the policymaker's reaction function, so as tetanto account the fact that contributions
may evolve in response to unsatisfied expectafiams the incumbent.

" Besides the hypothesis according to which conssin@ganise in lobbies (and express themselves
independently from the electoral framework) is cadictory with what we've learnt, since Olson (1966
notably, about the difficulty of collective actidor the big groups (as a matter of fact, this parh recognised

by the author: Wirl 1994, p. 308).

® The political offer hasn't been actually studidde to the approach being rather more in termegilation.

° "If voters have rational expectations, no campgigsmise can alter voters' beliefs about what actidl be
taken by a candidate if he is elected. If thereevaary statement that did alter beliefs in a way ithaeased the
probability of election, the candidate would makels a statement (...) Hence no campaign statement can
convey information that alters the chance of etectiwhen we move from the case of a single election
multiple elections, campaign promises may be cdstlyin a repeated game" (Aragoretsal 2007).



Austen-Smith and Banks (1989) build a different elodn which the incumbent's
performance depends on her effort, a feature shalsp in our model. They then show that, as
voters exert a pressure on the incumbent to fukil promises, the incumbent has strong
incentives to comply. Banks (1990) also considelecteral promises in a dynamic
framework, but without linking the policies to thiested interests they may satisfy. The same
limit applies to the models based, e.g., on thmé&aorks developed by Ferejohn (1986)r
Rogoff (1990), where electoral support is not take¢a consideration.

Aragoneset al (2007) show, in an infinite-horizon model, thatificians have an interest to
keep their promises, so as to create a reputativartls voters playing trigger strategies.
Harrington (1993) also studies political promisksat in a model where politicians pander
promises to electoral beliefs, hence leading todbeclusion that candidates will have an
interest in being truthful if they want to havelence to be re-elected in the second electoral
period of the model.

In a recent article, Callander and Wilkie (2007yelep Banks’ model (1990) by putting
political lies at the core of the analysis.

At that point, they notably modelize gratuitouslas specific cases of usually costly lies.
Though a one-period model, this analysis is nofrfan ours. Yet, whereas we integrate lies
and their consequences into the endogenous econpaticy, Callander and Wilkie's
problematics is more typical of sheer electoral petition: to which extent does politicians
ability to lie affect the likeliness of their beirdected?

In view of these fields of literature, what are thain characteristics of our approach? We do
not consider a homogenous electorate, and we attedobbies’actions aiming at getting
specific policies favouring their own interest. 8edly, we focus our analysis on the
conditions in which politicians can disown their nomitments, thus revealing, in our
framework?, the basic reasons for political lies as well lasirt consequences (re-election,
time account).

Thirdly, we are using a model close to the modet¢senting lobbying as an auction process,
yet in our model the formation of lobbies is, adeto some extent, endogenous...

Finally, our model is an intertemporal model of egenous economic policies taking into
consideration both the side of the offer and of tleenand. Though relying on analysis
through contributions, the paper is also relatedht part of the literature that deals with
electoral competition and campaign promises.

Uncertainty is introduced as a central elementhefgrocess. Deception and its cost (neither
nil nor infinite) will be determined endogenously the model. Diagram 1 shows where such
an approach stands in relation to literature.

The article is structured as follows. The followirsgction details the hypotheses and
microfoundations of the model. Section 3 exposedritertemporal program, while section 4
derives the solution and provides discussion ofrésilts. The last section concludes and
provides hints for further research.

19 Ferejohn’s analysis relies notably on the hypathe$ divergence between politicians’annoncememis a
actions (Ferejohn 1986, p. 29, p. 30).

* Note that our approach, although focusing on timestraint and modifications of political behavisis not
an informational theory. That is we do not accegitigal contribution to be welfare improving. Riy8rowning
(1974) considered the beneficial impact of lobbythgpugh the transmission of information. Otherg;hsas
Baldwin 1982, Laband and Sophocleus (1988), AuSieiith and Wright (1992), who construct a model of
informational lobbying accept that lobbies spendifgp has a positive impact on social welfare.iBéke same
stream Lagerl6f (2006).



2. The model

2.1. Foundations

We are reformulating here the Grossman and Helpsnaodel (typical of the Ricardo-Viner
framework) while simplifying it and also generatigiit to tax policies as a whole. Individuals
have identical additive utility functions in theagfe:

U=Cz+ ) U(C)
Cz is consumption of good Z, which serves as standatid a domestic and international
price normalized to 1C,; is the consumption of gooX, (i =12,...,n).
The utility functions are differentiable, rising drstrictly concave. The standard good is
produced from labour only (a work unit producesoadyunit). The other goods are produced
each by labour and a specific factor. All priceg aneasured in accordance with the
standard.The wage rate is then equal to 1.
In the way of Ederington and Minier (2008) we ar¢eading Grossman and Helpman’s
standard model so as to consider that the governexents both trade policies (creating a gap
between domestic and international prices) andymtooh policies (creating a gap between
production and consumption domestic prices.
P =(R,RB,....R ) is the vector of domestic prices of non standardodg

. =(m,m,,...,71,) is the vector of international prices of non stuadgoods.

r. =(f,,f,,...,f,) is the vector of trade taxes (a tariff on impartsa subsidy for exports if
superior to 1).

r, =(r, .1, ,...,I,) is the vector of taxes / subsidies for produc{subsidies if superior to
1).

ri is the vector of tax policy, with =¥, [, .

So we have: P = [T, [f;

We consider two elections, the first one occurringperiod t. Each period covers the
campaign before election, the election proper &edensuing manddfe The election is run
notably around real or anticipated economic comquetd The competence is normed and
comprised between 0 and 1, it corresponds to thaitguof the answer to a group’s
expectations. Thus if none of a group’s expectatignsatisfied, the elected representative’s
competence will be perceived by the group membeexaal to nought.

The likeliness of an election dependspriori, on promises made by the candidates and the
contributions they received.

12 periodt+1 starts at the end of the mandate of petjad the beginning of the election campaign in \nttioe
government will seek re-election.

'3 For all that the model isn't one of electoral petidn. Even if the probability of re-election isgrowing
function of the contributions received, we consitteat the election proper depends on other parasméteme
non random) that are not formalised here.



At periodt, we suppose that the probability to be electet] B, depends on contributions
only*. Indeed, the announcement the candidate made 'tossich her programme exactly,
it matches what the opinion knows of this programmehis way a candidate who received
no contribution will be unable to publicize her gramme whereas for a candidate who
received an almost infinite amount of contributidihe likeliness to be elected will get closer
to the unit.

So we have:

C,

1 P=
@) "1+C

Taking the contributions into account will leadtadistinguish two cases.
First case: the policy announced to the lobbiesléterminedex-ante according to the
demands of industrial lobbies (typically: in compen with importations). Then the micro
foundations are characteristic of the GrossmantHeigdman’s framework.

The consumer’s surplus is the variable chosen poegate the voters'welfare:

S R)= ZU(d( R)) - Z Pd P
S(rm) = ZU(d(rn)) Zrnd(rn)

with d; the individual demand in goad

The tax policy also determines the tax reveriR)e (
We write thatX, represents the produced domestic quantity of ggg@ndN represents the
whole population. We have the tax revenue per aapit

R(r, ) = Z{(ﬁ _1)77(di(ri ﬁ)—%xi(rin’)] + (ﬁ —1)X—Ni}

where di(ri) —% Xi(rizr) represents the demand minus the production,e.@rports.

A customs tariff exists when at least one factormpadduction specific in the industry is
present. The tariff (subsidy) also determines &mg got from this factor of production.

Givenll, (P ) the rent agreggate entailed by tariff (subsidy).

The general welfared) is the summation of these three elements to whiehadd the
dotation in labourlj:

e(r,m) =1+ 1 (rim) +R(r, ) + S(r 7)

The lobbies’'welfare is expressed:
@, (1) =l + Mg (o s ) + Xis [R(r, 1) + S(r )]
with i, the sector politically organized in the way of &man and Helpman.
| represents the offer of worljl represents the productivity of the specific factgr

represents the part in the population of the lobbyembersR represents the tax revenue,
andSrepresents the consumer’s surplus.

14 Nevertheless this does not strictly mean that thetien at period doesn’t depend on the population, but the
part of the likeliness of an election linked to thepulation at the first period corresponds to exmys
parameters (population’s prefereence, the candaeatkative charactéristics, hazard).



The lobby want to maximize their welfare, net o ttontributions given to the government,
ie.:

Vi, =aw(r,m)-Ci(r,.)
The contributions plan links an announced policg eontributions for each sector is:

C, =¢ Wy ,with g O[o1].
Remark : globally speaking the lobby offers two ngslaof contributions, one to the
government and one to the opposition. Yet, if the tandidates belong to different parties

clearly situated on either side of the politicahgst, at least in terms of the distribution
criterion, then we can expect one of these cortithiplans to be empty; which corresponds

tog =0.
Then we can write the utility function of the lohBy =W - G
Vo =@-g) O +@-g) M () +a-g) O (Re )+ S m)

In the typical case of a sector politically orgauissince it is in competition with imports, the
function is rewritter’:

Vi = (1_(0| )D]i +(1_(0| )Dﬂi (ri s )+(1_(0| )D(l ((ri _1)|:Mi (ri )+S(ril’ﬂi ))
with M; the quantity of imported goad
The maximisation of the lobby’s objective functiisn
N
0}__': (1_W)mi I(ri ’7Ti)+(l_¢| )Dﬁ ((ri _l)Mi l(ri )+Mi (ri )+S| l(ri ] ) =0
(by Hotelling Lemma¥’:
(1_W)D(i +(1_¢|)D(i (ri _l)Mi I(ri ):_(l_W)D(i (Mi (ri )+S| I(ri 7L )
entailing:
- Xi — X (Mi +S )

XiM;
This expression can simplify. For one sector, tesamer’s surplus is:

S(P=Y[d(P]- Pd(P

The surplus is derived in relation to the price:
d
S =U[d®)] (P) - P d(P)

s _ . ' _pl-
aﬁ—dmeﬂu[wPﬂ Pl d(P)
A unit of standard good (price equal to 1) is praetlwith a labour unit, we have :

[u[d(R)]-P] =0,

(ril - =

entailing :

!5 On this point see Coughlin (1986, p. 28), and"tleelistributive reputations" each candidate is ssepl to
have. Some analyses are even based on this anitevlagee, Brock and Young's hypothesis (1989), by
example, is that there exist two lobbies, one @ll@capital, one to labour.

'®n this caser; =F;.

N, (P ) is therent coming from the specifis sector. With Hotellingrima, we have %= i+ with
I

X; the domestic quantity produced by sedtor



@,

dR '
We rewrite :
(ri _l) - _xi _Xi (MI _di )
XM’
The imports correspond to the demand minus thplguwe have:
(ri _1) - _xi _Xi (_xi )
XM
hence:
(ri _1) - (XI _1)xi
XMy’

Which is the writing of the tariff announced to tlebbies and corresponds to the sectorial
performance announced to them, ye.

Second case: the policy announced to the lobbiestaly determined within the framework

of the intertemporal political game, accordingeeetection constraints.

These two cases do not amount to antinomic appesasince the endogenous determination
(second case) can include case 1 (with lessergwegiand extend to all types of lobbies —
including non industrial ones.

In the first caseC, = @ldy , with & the lobby welfare (representative) gndepresenting the
lobby contribution plan.

In the second cas€, = Ay y®,wherey is the part, in the population, of the producteetors

organised in lobbies\ a positive parameter representing the lobbiesiteity to promises
(y") made by the candidate.

We consider that a lobby feels concerned only leygbliciy applied to the sector where it
belongs. This is a traditional hypothesis in thigerature. This hypothesis may seem
restrictivé® but it is acceptable to describe the reality (Baniga and Findlay 1996, p. 269).

2.2. The election phase

At the next periodtf 1), the outgoing candidate’s re-election will degp@m the evolution of
the contributions she will be capable to collecsapport to her candidacy as well as on the
evolution of social welfare.

Remark the lobby's characteristics are seen as purellicstwhereas the incumbent’s is
dynamic. This difference in treatment can be jiedifoy the fact that policies being short-
lived, the capital always exerts its lobbying aityivaccording to its short-term interests
(Pecorino 1997, p. 92). Conversely, a politicakypéfe span can be considered infinite.

The variation of the likeliness of the outgoing dalate (incumbent)’s election reads:

18 Verreydt and Waelbroeck (1982) give the examplehef iron industry whose protection research can be
countered by the pressure or much iron -consunnidgstries (Verreydt and Waelbroeck 1982, p. 38&)rev
globally speaking, see Grossman and Helpman 19849 for a discussion of this hypothesis.
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(2) Pt.+l = (1_ a) C;+1+ avvlﬂ

with aD[O;l], depending on the proportion of the populationkiay in politically organised
sectors (like in Grossman and Helpman, 1994).

The lobbies modify their contributions accordinghe gap between the candidate’s effective
competence in their fieldy( measuring the performance of sectorial policrapléemented)
and the previous annoncement that their interesteaorial claims could be satisfiegt)(

3) Cou = /J(y— ya)

parametey, positive, being the lobbies’s sensitivity to detoen (this is how we will, from
now on, call a gap between promises and achievanelYe consider a lobby as
representative. This hypothesis may seem stronth @& a consequence a market power of
the lobby), yet it is not contradictory with theafnework chosen (as it would be should the
lobbying be informativey.

For the population, the perceived variation of waedf depends on the gap between the
competence announced to the candidédeafnd the one effectively exerted:(

() W, =v(x-x?)

parametery, positive, being the voters’sensitivity to decepti Someone in power will be
considered in a way all the harsher as he will hareenised much. From now on, it will be
supposed that is fixed at the level which maximizes its effecit bhat it will not be equal to
1 for all that.

Indeed the credibility of a total competence anmeament is weak. As an illustration, let’s
quote the "deal with the Italians" suggested bwi&ilBerlusconi during the May 2001
campaign, in which he pledged not to run againG@&if he hadn’t fulfilled at least four out

of his five main electoral promises. As our anayges, that told the voters® = 08

Let's also note that from the dynamic point of view will be variable depending on the
candidates, the commitments and the past positinfisencing the credibility of the
annoncements (see on this point Aragagtesd. 2007, or Callander and Wilkie 2007).

From now on we suppose that the lobbies’sensithaitgeception is higher than the voters’.(

> V), lobbies being usually better informed (and hguimore incentive to be informed) than
the population for stakes that concern them diye€@bnsequently they have a better memory
and a higher capacity of reprisaf.(Baron, 199%).

9 To make this point clearer see for example Pra22@p. 163-164), who constructs a multiple lobbiesdel
of "nondirectly informative advertising".

20 Baron (1994) distinguishes between informed amlinformed voters. The latter, contrary to the ferptan
be influenced by the campaign expenses. It is evitdo consider that these two types of voters isbéx the
electorate. Conversely, concerning the lobbiest thembers are linked by the defence of a wellydishared
individual interest; concerning this objective, amd which their relations with politicians are ongeed, one
cannot consider that the lobby members are nomrivéd or susceptible to the government’s influence.
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3. Resolution
3.1. The programme

The candidate will try to maximize both the proli#piof an election in the first period and
her evolution in the second period. Her utility étion read$' :

(5) U=R+R,

Which she will try to maximize under the followiegnstraints:

(6a) R>3+k
(6b) C;+1+Vv.t+1 < 9
(6¢) x< L(1- xy)

The first constraint comes first and foremost fo tandidate: indeed, in order to be reelected
one must first be elected{DlO,%l represents here the security margin desired by the

candidate (who also shows a preference for theeptfs The second constraint is the one of
the ressources available in the econorogteris paribus the sum of the increase of
contributions and of the increase of social welf@nepressed in the form of surplus) cannot

be higher than the total growth of the econorvy.(Indeed, the more it will be yielded to the
lobbies’ claims (whose counterparts are the coutigins allotted to the candidates), the less
(other) possibilities of redistribution granted by economic growth will remaircf( les
Bhagwati's DUPS, 1982)*

The last constraint imposed to the candidate iabigptthe one of the time she devotes to the
welfare of the voters.

The exercice of her competense by the candidate elected depends on the til:r@[():L])
she devotes to them. However this competence ekintdhe benefit of the voters is limited
by the competence exterted for the benefit of lebbf). Even if we consider that the
definition of sectorial policies isn’t time consumgi since it only repects given commitments,
there’s no denying that any concession made toidghdliverts productive ressources which
could have been employed in a more effective wagliation to voters. Depending gnthe
proportion of global population that the lobby regents, the political effort will be more or
less costly.

In other words, ifL 0]01] andy andy 0]oi, the performance vis-a-vis the voters depends

on the time the incumbent devotes and on the DuIES]:O,][. This third constraint is easily
explained if the four extreme cases of behavioersaudied:

%1 To make reading easier, we omit the candidatetsadisation rate, as taking it into account proguoaly
intuitive extra results.

2 Yet the introduction of parametkrdoesn’t have any effect on the model results.tSmake reading easier,
we will not consider it from now on.

23 "Directly Unproductive Profit-seeking activities".

4 Laband and Sophocleus’s analysis (1988) illussraés constraint. The authors study the loss dfane
stemming from rent-seeking. Taking economic groashthe welfare criterion and the number of lawyars
exercise aproxy of lobbying, they show that rent-seeking has tak2n6 % off the US GNP in 1985.
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0] If L =0, the incumbent doesn’t care about the voteai:ax = 0 ;

(i) If L =1 andy = 0, the whole effort is made in direction of thaters and the
DUPs are absentx:=1;

(i)  If y=0, there are no lobbies, the effort in direction tbé voters results
directly in performancex =L ;

(iv)  Finally, a specific situation can be considered neh& lobby represents the
whole population, thug = .1So the politicians doesn’t have to make effamts i
direction of the electorate (which does not exsssach), there is no checking
force andy must be equal to 1. The constraint generate$.

3.2. Solutions and interpretations

In the first case (announces to the lobbjésdetermined ex-ante), the programme resolution
IS a classical resolution in IR2.
In this case, the model resolution brings the foilg solutions:

(= | THT Xz YW XY

Wx—u
a_ o X~DX
y* =S
M
yzL—,LZ+LV—WV—Y
Wy -u

In the second cas§? is completely endogenous. The resolution is donéRih This case
seems here the more interesting since it preseodésler generality.

The second term of the utility function takes iatount, from equations (2), (3) and (4), the
cost of lying. Contrary to other (rare) works insttield, the cost of lying is expressed in
relation both with the electorate and the lobbidecéption vis-a-vis the lobbies is an
innovative aspect of our approach). The cost afgyiesults in a diminution of the likeliness
of re-election, which solves the all or nothing lematics in the sanction of lying in the

polls®.

Under the hypotheses above, the model resolutitailethe following solutions:

,u(l—)l)+)()l(vx"’1 +Yj

72 SR (¥
a_ 1
(7b) y =
,u+)(/1(|/(xa - L)+YJ
7 _
79 Y XA(LxA - p)

5 As opposed for instance to Aragomsl (2007) who suppose that the sanction of politiesl is never to be
believed again.
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Based on these expressions, three interestingtsesan first be declined. Thus, it must first
be verified that we always haye> x.?° In other words, the lobbies’ interests are bet&ved
than those of the population considered as a wiBsdgond the traditional conditions of the
lobbies’ efficiency (small size, concentration, gfieity of the factors,etc), this result
justifies the rationality of being organised in lbids: what would be the interest of collective
action if it did not allow for advantages compatedhe rest of the population?

Besides, the model verifies the Olsonian conditielative to the organisation of pressure
groups ¢f. Olson, 1966): there is a threshgfd, to a lobby's size (represented by the
proportion of the population belonging to the grpwguch that, under the threshold when the
lobbies’size increases, so does the candidatedsteff their favout’. In this case the small
size condition is fulfilled and allows the lobbiesbe efficient. When their size increases the
candidate pays them more attention (depending enettonomic “weight” representéd)
This threshold, though differently expressed anerging differently, can also be found in
Magee (2002). It's how one can talk of the lobbjestly endogenous formatiai.

Conversely, beyond this threshold, the lobbies tm® important and they lose their
characétgristics. In this case, political suppolt e expressed in the same way as for voters
at largée".

Finally, it appears, logically, that when the calade’s workload increases, the policy

implemented first deals with the population’s wedfaany extra work being done to the
detriment of lobbies (we have, respectivel%a%>o;g—i<0). This point illustrates clearly

the antagonism between the lobbies and the popolathich is also the opposition between
vested interests and general interest.

% For reasons of space, detailed results are natide® here but an annex where they are demonstisted
accessible on request to the authors.

" This means that the Olsonian condition, rathen thé&raditional postulate, is endogenous to theghod

% The small size is the main microeconomic condifimrthe constitution of a lobby. In all the liténae relative
to lobbying, a near consensus has been agreeddatbhimpoint. Which is what allows Wellisz and Vits
(1986, p. 367, p. 372) to write that a group caretrits objectives even though it doesn’t have atheio
advantage than its small size ; for a similar reagpsee also Becker (1983, p. 385 and p. 395mFaather
macroeconomic point of view Olson (1982) considéed stable societies with unchanged boundaries ten
generate more organizations for collective actiohgecent study by Coates, Heckleman and Wilsor® 720
confirms Olson's view : socioeconomic developmerd aations' stability (captured through proxiestiese
since initial take off date, since last institu@rupheaval and last violent turmoil) are key fastm explain
group formation.

29 Magee presents a model on endogenous trade paiityobby formation focusing on the interactionsneen
an incumbent and a single lobby. The cost for a begnof the lobby to free ride is supposed to bénéinite
reversion to the noncooperative solution. In thésrfework it is shown that increasing the numbehefmember
of the group generates a free-rider problem onhemwlithe number of firms (endogenously determined) is
sufficiently large (Magee 2002, p. 457 and p. 467).

%0 The lobby not being efficient any more in isnt seekingactivity, the political support of its members is
expressed through the vote (like big size grouph s trade-unions or consumers’unions).
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4. The dynamics of electoral promises

As defined above, the word deception expressegdpebetween the candidate’s promises
and her achievements, whether to the populaticn\akole or to the lobbies. In this part we
show on which conditions the electoral candidatesmake promises without fulfilling, once
they have been elected, the contract made witlvaktexs and political supporters during the
campaign. First we analyse the impact of promiseshe policies implemented, then the
impact of the agents’reactions to deception, findle very dynamics of deception.

In the first place, let's observe the sensitivifytioe policies implemented in relation to the
promises made to the voters.

From (7a), we get::—):<0. So the policies led vis-a-vis the population aliehe weaker as
X

the promises were important. Thaspriori paradoxical result is important. The explanation
stems from the time separation between promiseseahni@vements that our model allows to
highlight.

In effect, the higher the promises, the less adaesRather than trying to reduce the gap

later, it gets less costly for the political decisimaker to seek political support from the
lobbies (besides we verify:—ya>0). This situation is notably linked to the (reatiyt
X

hypothesis of the voters’lesser sensitivity to gioa (¢ > v, cf. Baron, 1994). This result is
confirmed by the lobbies tending to benefit from ianrease of the ressources available,

compared to votersfa@/ >0 anda—).( <0).
oY oY

The commitments to lobbies are endogenous, so amé ajaply the same analysis as for
promises made to voters. Yet it's possible to stildyimpact on the policies implemented of
the lobbies’sensitivity to announcements.

We show that:g—;/ <0, which can be interpreted as follows: when théie¥'sensitivity to

announcements increases, all contributions unclogige announcements can decrease; from
. . e ()4
then on, deception being constant, the sectoridicipe implemented decreaseaj>0

testifies to the antagonism between the lobbiestlamgopulation.

In a second place, we must analyse the impactnsitsaty to deception on the policies led in
the direction of the two types of agents the caadisl are related to (i.e. the lobbies and the
population). From the previous results we can dedhat, on the condition that< ¥, we

have g—y>0. In other words, if the lobbies verify the Olsamigondition of political

u
efficiency (f. suprg, then the candidates will tend to try to satisfgm all the more so as the
lobbies will be sensitive to the gap between theoancements and the efforts really made.
So, relatively small lobbies will tend all the maxe contribute to the candidates’campaign

efforts (which is a further form of the conditiohefficiency linked to a small size).

15



On the other hand, except if the work done by thadmates is close to nought, the
competence exerted by the candidates, once elegtitdeact positively to the electorate’s

sensitivity to non kept promises (we havgi: >0 for L different from nougHt).
%

But we have:g—xs 0 whenL tends to nought. This result can be understoodiivetly if we
vV

reasora contraria let's imagine that the government works veryditor the population even
though the population’s characteristics do notrfete with the decisions they make (in the
model terms: with the competence they exert) omcg@awer. As a corollary, given the
constraint (6¢), we can remark that if the govemimstrongly favours the lobbies as
compared to the population, then it is likely tha competence exerted will have no regard
whatever for the population.

Last, let’'s consider the model results concernivegdeception undergone by the agents. The
deception vis-a-vis the agents reads like the getpvden what was promised and what is

implemented, for the voterE = x* — x, and for the lobbied = y* —y. The analysis will be

based on the elasticities, which allows a comparsthe variations and makes the results
more directly interpretable.

We first remark thatZ—I[—JIE <0 only if L>L, which means, in the manner §f£ >0 that
vV

the relation between work increase and decepti@nedse is only valid if the government
really cares about the population.

We remark next thaf;l[% > 0. So deception vis-a-vis the lobbies tends to m&eewhen
X
their political efficiency decreases (see the thoés$ relative to the Olsonian condition
above). The larger part of the economy they reptetiemless efficient they are.
Besides, it can be noticed that the more sensitivilae announcements the lobbies are, the

greater tendency to deceive them the decision-reaki have (‘3—; >0), so as to take in a

maximum contributions from relatively little relaett political support.
A second interesting result concerning that posthat, when the lobbies’sensitivity to
o oT
deception increases, they tend to be less decé%ed# <0)*. Let's note that these two
u

results are complementary rather than contradictasythe lobbies’sensitivity to deception
can counterbalance their sensitivity to announcésnen

31 ; T W
More preciselydf. annex) fol. > L , with L =

1- ,WVX
X
% |et's note that the lobbies'sensitivity to deceptihas no impact on deception vis-a-vis the voters
T . - . .
(g—Efl_i =0), which maintains margins to manceuvre fot the siecimaker. It's actually the contrary for the
U

population, in relation to which deception decrsasden its sensitivity to deception increases. Ildetiee
explanation: when the candidate is under constrfaoth a population more sensitive to deception, civhi
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Concerning the sensitivity of voters to decepti%l;,[-’_lé <0 for L>L, which means that
%

when the government works at least a minimum fer population, it deceives them less
when they become more sensitive to deception ¢tiecking force is valid only if the
incumbent does not rely entirely on the lobbieg)r the lobbies, the condition of sign of

g—T EJ_% is the exact opposite of the previous one (thienyou must deceive the population
vV

less, the lobbies are mechanically penalised fodéiception against them increases).

Logically, we also find that the higher the annaements \{) the more deceived the
population (the more you promise the less you keep)

A final result concerns the resources constraine @émontrate that%[-l_lY?>O and

3—1\;9} <0, which can be interpreted as : when growth impsoy@u deceive the population
more and the lobbies less. Consequently the loldieshe winners of growth; vis-a-vis the

ressource, the antagonism between vested and Yerterast appears clearly again.

5. Conclusion

This article offers an analysis framework of thenaiyics of election promises, focusing on
deception vis-a-vis voters and lobbies. This dusdeghtion is an innovative aspect in the
literature on lobbying. Global and sectorial p@gi(for the population and for the lobby)
maximize the politician’s objective function at feifent levels. At equilibrium, the policy

directed to the lobby will always be more favouealihan the policy directed to the
population. Thus the lobby appears the winner efgthblitical game.

This global result must not hide the nuances thattivo-period model adds to the more
traditional vision of the political- economic ingations characteristic of the endogenousness
of economic policies.

The model presented offers a complementary visfahe Olsonian condition. According to
that condition, a lobby’s political efficiency iswersely proportional to its size. This
condition, almost unanimously accepted in the diiere, makes of a small size the main
condition for a lobby’s constitution.

In the model, the lobby is characterised by thepprtion of global population that it
represents. In consequence, when this proportioreases the lobby becomes less efficient.
But this applies as far as the lobby carries th&cbeharacteristics of a lobby, i.e. as long as
this proportion is small. Thus, from a certain llehe group considered does not act as a
lobby any longer; its political strength appearsaiulifferent way (votes, opinion polls, i.e.
like the rest of the populatid?.

restricts the most "unachievable" promises, margin®anceuvre appear on the lobbies’ side, whidwallher
to receive extra contributions.

% By example if we consider that the lobby represeitmost all the population, its influence will baly
considered in a uniquely electoral perspective.
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Consequently, the incumbent will only take the lgbbcharacteristics into account if the
condition of political efficiency is fulfilled. Thaia policy in favour of the lobby will depend
positively on its sensitivity to deception onlytife group is under a given size (the difference
between potential and active lobby on which theogedous nature of lobbying is founded in
the model can be found here again).

At the level of the electorate the characteristies stable. But for the incumbent to take these
characteristics into account, she needs first tee @ minimum interest in the electorate
(which translates into a level of minimum effort fewour of the population). It's from this
threshold of effort that the sensitivity of the atgate to deception will be taken into
consideration. So beyond this threshold, an ineredghe sensitivity to deception improves
the policy implemented for the population, and lie same condition this policy depends
positively on the time devoted by the incumberthi® population.

The sensitivity to announcements clearly highligtis antagonistic interest of lobbies and
population. The more sensitive to announcementsidhly’s contributions are, the more
deceived it is (and the less deceived the populaspwhereas the more announcements of a
favourable policy are made to the population, tloeenit is deceived (and the less the lobby):
the more you promise the less you keep.

But the analysis also highlights the conditionsadmnich deception can be exerted. From then,
it can be shown that really utopian promises dpay. Indeed, in the model framework, the
lobbies’sensitivity to deception counterbalancesrtiensitivity to announcements, creating a
checking force for the decision-maker.

The antagonism shows particularly clearly conceyrime ressource. When the growth of
global wealth increases, the policy in favour & pgopulation deteriorates whereas the action
in favour of the lobbies improves. The more resesirgou have, the more beneficial to the
lobbies the redistribution.

It's the same for deception: when the global wealtireases, deception vis-a-vis the voters
grows and deception vis-a-vis the lobby decreaBeis. result can be linked to the fact that
the economic growth (assessed in different forms)rie of the main variables of political
support. Thus, the better the growth gets, the riikedy to be re-elected the incumbent will
be; this re-election going along with a growingsgoess, as the election cycles go by, to the
lobbies (more favours, less deception). It is thagical for the lobbies to prefer that the
incumbent keep her position. A lobby’s influence tbe likeliness of election can notably
explain why incumbents get as an average moreibations than their contenders.

This difference in contributions is demonstratedtésts done on the US Congress elections
(Stratmann 1995, p. 132). This demonstration isstjoeable as it is contradictory with the
approach of electoral competition since it implibat the incumbents can change their
stances to get them closer to their contributorsighMr and Stratmann 1994, p. 65). Our
analysis shows how this "rapprochement” is algtealdogenous itself.

For future research it seems to be promising tdindjgish between two voters’ groups

(informed and non informed) and make their respectparts endogenous according to
deception (a deceived voter tending to be morenéal) for elections to come and to analyse
the consequences on the model equilibrium values.
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