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Abstract

This article analyses the dynamics of electoral promises, building on an electoral competition
model with endogenous policies. It extends the Grossman-Helpman (1994) model [Grossman
G., Helpman E. [1994], "Protection for sale", American Economic Review, 84, 4, 833-850] to
include sanctions from the electorate and lobbies when the incumbent does not satisfy the
expected performance she promised to deliver. This framework allows to deal with the
intertemporal dimension needed to wunderstand the prevalent cycle of promises,
disappointment, new promises, new disappointment ....
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Electoral control when policiesarefor sale
1. Introduction and background literature

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 democracieded&u, should politics be necessarily 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 strongly influence the economic policiesplemented (in their best interest).

In this article, we are studying, within the frame of electoral competition in the presence
of endogenous lobbies, the dynamics of electioompes. If economic policies can be
influenced by lobbies, then we must analyse theadyos of the elected representatives’
promises and achievements. In return, the presehdke lobbies will be affected by the
dynamics of promises and we integrate this endagenonstitution of lobbies in the analysis.
Thus our study stands at the confluence of seuatialelated literatures (see the synthesis by
zones in figure 1).

A first strand of the literature on endogenous eooie policies can be characterized by the
way elections are taken into account, or not: ejtiséarting from Peltzman (1976) and

Hillman and Ursprung (1988), election is not exliyctaken into consideration, or, in the

tradition of Brock and Magee (1978), electoral cetitppn lies at the core of the political

game.

Another strand of the literature can be termed tbtribution approach”, and it most often
relies on Grossman and Helpman (1994). Their mbdsl become the workhorse in this
approach, notably when studying the political ecopf trade. Its attraction comes notably
from the fact that the model has clear-cut predingion the relation between protection and
the import penetration. This facilitates the engaitistrategy, and has permitted to verify the
empirical relevance of the approach, as was fomgka demonstrated by Goldberg and
Maggi (1999), Gawande and Bandyopadhyay (2H0@jtra et al. (2002), Eicher and Osang

(2002), McCalman (2004), Lopez and Matschke (2006).

However, both the theory and its empirical validathave recently come under attack. The
link between contributions received from lobbiesl aolicies implemented by politicians has
been questioned by, notably, Ansolobehatral. (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 figure 1.]

! Gawande and Bandyopadhyay (2000) show that, fafiguhe Grossman and Helpman model predictions, US
protection is sold to lobbies. They show that titebies spending compensates the government frodwadéght
loss from protection and explain the low level & Protection as resulting from preferences of tnegiment,
placing similar weight on total net welfare relatito lobbying spending. They also show that indéwse of rival
lobbies, the competition increases the contribgtiand that lobbies spending clearly depends ostteagth to
their rivals.



Figure 1. Existing strands of theliterature
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The main criticism to Grossman and Helpman’s apgrdd994) is of ignoring the election
process despite the lobbies’ role in the protdssoking at Ansolabehere al. (2003) sheds
light on the importance of this criticism. Trying answer to an old question attributed to
Tullock (1972) ("why is there so little money in @slitics?"), the authors first consider that,
given the value of policies at stake, interest geoshould give more. Second, focusing on
PAC contributions they show relatively few effeots voting behaviour. According to them,
this could suggest that policies are not for sale.

But two other explanations may rebute this statén{&h Contributions especially target very
specific policies (e.g. commercial protection foeedndustry), and then the ratio global value
of policies / contributions is not a relevant wayassess the presence of money in politics. (2)
Lobbies want to affect election outcomes rathentbhanging position of politicians, as
Ansolabeherest al. (2003) themselves state, which mean that the #@eslyzing tool is
electoral competition.

2 Grossman and Helpman themselves consider (19884 that the electoral competition model is biestéted
to the analysis of the trade policy major shapifgseas their model is more suitable for a detailealysis (by
sectors) of this policy.



A third strand of the literature focuses on anothmit, i.e. the strictly exogenous character of
the lobbies. Most generally, lobbying is modelledaa"menu-auction” where exogenously-
constituted lobbies offer to politicians contritmrti schedules that are binding promises of
payments, conditional on the chosen policy (seeBegnhein and Winston 1986, Grossman
and Helpman 1994). To get round this limit, someksdave integrated endogenous lobbies
(see for example Findlay and Wellisz 188 Felli and Merlo 2003. Implemented sectorial
policies are then considered as a growing funaticthe contributions received. But then, part
of the political game is often missing. [Those wdte at the intersection of zones A, C, and
E of figure 1.]

More importantly, whatever the strand of the litara considered, a shortcoming largely
present in literature is the static framework af golitical economic analysis. Relatively few
works situated in the field of endogenous protectiotegrate the notion of time, or the
dynamics of election promises. Cairns (1989), tgkip Becker’'s analysis (1983), studies the
compared welfare effects of rent seeking in statid dynamic frameworks. Yet the analysis
deals only with the lobby’'s side. The side of pelcdemand (voters) is not taken into
consideration and the supply side (politicians)assidered as given. Moreover the election is
not explicitly taken into consideration (in thissea the electorate is not a variable which
justifies, within this analysis framework, focusinige reflexion on the role of lobbies).
[Cairns’s analysis is at the intersection of zoBe€, and F of figurel.]

In Banks (1990), time consideration does not teshto 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 sanction the candidates for their past lies
(Banks 1990, p. 310). [Banks’ analysis is at thiersection of zones B, C, D & E of figure 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's\lgsis is at the intersection of zones C & E
of figure 1]

Wirl (1994) points out the weakness of the statialgsis by asserting that the dynamic aspect
of lobbying is its most basic characteristics. Tdghor, attempting to answer the same
question as Ansolabehept al. (2003), modelizes lobbying as competition betwésn
groups (farmers and consumers) in relation to #meescriterion (political favour). The main
conclusion of the analysis is that, in a dynaméarfework, one lobby restricts its effort out of
fear of reprisals from the other lobby. Yet thecatm is not taken into account (we are in
effect in an analysis framework where lobbyingastmuous, so the model can be static, and
Is de facto close to the one shown by Peltzman, 1976, in teimegulation or of Grossman
and Helpman’s, 1992)[Wirl's analysis is at the intersection of zoBe& E of figure 1.]

® Findlay and Wellisz (1982) consider two lobbiesggrotectionist and one supporting free tradegrting
contradictory pressures. The tariff is a functidntlte effort balance (i.e. resources invested i plolitical
process) of the competing lobbies. The approachekiewstumbles on a mathematical impossibility: shape
of reaction curves of each group is not determifadbidding knowing whether the balance is stabilewen if it
does exist.

* In Felli and Merlo (2002), the incumbent choosks tobbies participating in the political game. e
coalition of lobbies depends on the preferencethefincumbent (supposed to choose lobbies witremifft
preferences to its own in order to maximise contrdns).

> Besides, the hypothesis according to which conssingganise in lobbies (and express themselves
independently from the electoral framework) is cadictory with what we know, since Olson (1966)atily,
about the difficulty of collective action for larggoups (as a matter of fact, the point is recaghisy Wirl,
1994, p. 308).



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 fblycontribution, the announcement
and then the implementation of the policy by thétjgal party do not 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.

Aragoneset al. (2007) demonstrate that the most accurate pergpeit analyze political
games is the dynamic ch&’hey make the hypothesis that when a candidesettie electors
punish her by never believing her future promisgss punishment for reneging is rather
extreme (as the authors recognize) which can hiesdsults of the model. Such a bias is
indeed recurrent in taking the political lie intccaunt.

Two possibilities are competing here. Either prasisare binding, and the policy is

determined at the time of the campaign (the lieills or the promises are worthless, and the
policy is actually determined after election (the ik gratuitous). According to Persson and
Tabellini (2000): "It is somewhat schizophrenic dtudy either extremes: where promises
have no meaning or where they are all that mafiehridge the two models is an important
challenge™.

The model proposed in this paper is an attempetdaythis challendein that we make the
original Grossman-Helpman model and reality closarbedding the re-election constraint in
the policymaker's reaction function, so as to take account the fact that contributions may
evolve in response to unsatisfied expectations flmrincumbent.

Other attempts have been made, of course, eachthvathown limitations. In Austen-Smith
and Banks (1989), the incumbent's performance digpen her effort (a feature that is also
present in this paper). They then show that, asrsatxert a pressure on the incumbent to
fulfil her promises, the incumbent has strong iniv&s to comply.

Banks (1990) also considers electoral promisesdgramic framework, but without linking
the policies to the vested interests they may fgatiche same limit applies to the models
based, e.g., on the frameworks developed by Fere{@B86§ or Rogoff (1990), where
electoral support is not taken into consideration.

Aragoneset al. (2007) show, in an infinite-horizon model, thalificians 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.

® "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" (Aragoretsl., 2007).

" Another attempt is due to Bennedsen and Feldmanfé], where lobbying is a continuous action, but
implemented without considering electoral deadlines

8 Ferejohn’s (1986) analysis relies notably on tiverence between politicians’annoncements anomsti



Callander and Wilkie (2007) develop Banks’ mod&l9Q) by putting political lies at the core
of the analysis. At that point, they notably mogelgratuitous lies as specific cases of usually
costly lies. Though a one-period model, their asialys not far from ours. Yet, whereas we
integrate lies and their consequences into the gamus economic policy, Callander and
Wilkie (2007) is more typical of the electoral coatition approach (to which extent does
politicians' ability to lie affect the likeliness deing elected?). [Those analyses lie at the
intersection of zones B, C, D & E of figure 1.]

At this point, it is probably useful to state whlé main characteristics of our approach are,
in relation of these different strands of literauMWe do not consider a homogenous
electorate, and we integrate lobbies’actions ainaihgetting specific policies favouring their
own interest. Secondly, we focus our analysis an dbnditions in which politicians can
disown their commitments, thus revealing, in oanfeworK, the basic reasons for political
lies as well as their consequences (re-electiame @ccount). Thirdly, we are using a model
close to the models presenting lobbying as an @ugiocess, yet in our model the formation
of lobbies is, at least to some extent, endogenbumlly, our model is an intertemporal
model of endogenous economic policies taking imasteration both the side of the supply
and of the demand. Hence, though relying on a fvaorie derived from the contributions
approach, the paper is also related to the pathefliterature that deals with electoral
competition and campaign promises. As a conseqguencertainty is introduced as a central
element of the process. Deception and its costhi@enil nor infinite) will be determined
endogenously by the model. Figure 1 shows wheré smcapproach stands in relation to
literature.

The article is structured as follows. The followirsgction details the hypotheses and
microfoundations of the model. Section 3 exposas$ swives the intertemporal program,

while in section 4 we derive the equilibrium of tgame and discuss the results. The last
section concludes and provides hints for furtheeagch.

2. The mode

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 =6+ U(&)

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



0 is consumption of good Z, which serves as standétda domestic and international price
normalized to 18, is the consumption of goo¥; (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 prices mreasured in accordance with the standard.
The wage rate is then equal to 1.

In the way of Ederington and Minier (2008), we exteGrossman and Helpman’s standard
model so as to consider that the government ekettstrade policies (creating a gap between
domestic and international prices) and productiolicigs (creating a gap between production
and consumption domestic prices).

P,=(P,R,,.,R) is the vector of domestic prices of non standardodg
. =(m,m,,...m,) is the vector of international prices of non staidgoods.

f,, =(f; ,F,,....,7,) is the vector of trade taxes (a tariff on impantsa subsidy for exports if

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

1).
ri is the vector of tax policy, with , =f,, [f;,. So we havePR, =77 [, [f;

it

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 conmueté The competence is normalized to
belong to the [0;1] interval. It corresponds to theality of 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 membeexjaal to nought.

The likeliness of an election dependspriori, on promises made by the candidates and the
contributions they received. At peribdwe suppose that the probability to be electet] s
depends on contributions omffy Indeed, the announcement the candidate made rites
match her programme exactly, it matches what theiap knows of this programme. In this
way a candidate who received no contribution wél inable to publicize her programme
whereas for a candidate who received an almostii@famount of contributions the likeliness
to be elected will get closer to the unit. So weeha

Ct

1 =
O e

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

1 For all that the model is not one of electoraldicgon. Even if the probability of re-election &sgrowing
function of the contributions received, we consitlet the election proper depends on other parasmé&eme
non random) that are not formalised here.

12 Nevertheless this does not strictly mean that lixetien at period does not 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 preference, the candislagdative charactéristics, hazard).



Taking the contributions into account leads ondistinguish two cases.

Case 1. The policy announced to the lobbies is determmednte according to the demands
of industrial lobbies (typically: in competition thiimportations). Then the micro foundations
are characteristic of the Grossman and Helpmaaiadvork.

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

S(Rt) = Zut(di (Rt)) - Z I:?,tdi (Rt)
S0, 78,) = 2 U, (0 (n,77,)) = 26, 78,0, (1 77, )

with d; the individual demand in goad

The tax policy also determines the tax reveriR)e (Ve write thatQ, represents the produced
domestic quantity of good, and N represents the whole population. We have the tax
revenue per capita:

R(r.m= Z|:(ﬁt _l)lTi,t(di (ri,lni,l)_%Qi,x(ri,lni,x)] + (ITt —l)%:|

where d, (ri’tmyt)—%Qi’t(ri’tﬂm) represents the demand minus the production, e.e.th

imports. A customs tariff exists when at least tawtor of production specific in the industry
is present. The tariff (subsidy) also determines rtnt got from this factor of production.

Given [T, (R ) the rent agreggate entailed by tariff (subsidy).

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

Q) =1+ 3 1, (5,72,) + R (1. 72) + S (17)

The lobbies’'welfare is expressed as:
Wi (G 78) =i o iz (s 7T + X [R5 77) + S (7))

with i, the sector politically organized in the way of &man and Helpman. represents
the supply of labour[1 represents the productivity of the specific factgr represents the

part in the population of the lobby’s membdtstepresents the tax revenue, &wkpresents
the consumer’s surplus.

The lobbies want to maximize their welfare, nethedf contributions given to the government,
Le.:

Vi,t = a{t(r’ﬂ) _Ci,t(r!')



The contributions plan links an announced policgt eontributions for each sector is:
C. =@, Oy, with ¢, 0[01].

Note that, globally speaking, the lobby offers twtans of 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 empt$; which corresponds

to ¢, =0. Then we can write the utility function of the mb

Vi,t = (1_¢?,t) D]i,t + (1_¢(,t) D]-Ii,t(ri,t'ﬂi-,t) + (1_¢(,t) D(i,t(R(r ,7T) + S(r 177))

In the typical situation of a sector politicallyganised since it is in competition with imports,
the function is rewrittelt:

Vi,t = (1_¢?,t) D]i,t + (1_¢?,t) Dﬂi,t(ri,t’ﬂi,t) + (1_¢?,t) D’(i,t ((ri,t _1) EMi,t(ri,t) + S(ril,t’ﬂi,t))
with M; the quantity of imported goad
The maximisation of the lobby’s objective functiisn

2/% = (1_¢f,t) D]-li,tl(ri,t’ﬂi-,t) + (1_¢f,t) D(i,t((ri,t _1)Mi,tl(ri,t) + Mi,t(ri,t) + S,tl(ri,t’ni-,t)) =0

it

and (by Hotelling's Lemma?:
(1‘¢?,t) D<i,t + (1_W,t) D(i,t(ri,t _1)Mi,tl(ri,t) = _(1_W,t) D(i,t(Mi,t(ri,t) + S,t'(ri,t'ni-,t))

entailing:
xi,t _)(i,t(Mi,t + S,t.)
)(i,tMi,t.

(r -)=—

This expression can be simplified. For one sedharconsumer’s surplus is:
St(Rt) :Ut [di,t(Fi),t)]_ Fi),tdi,t(Fi),t)

The surplus is derived in relation to the price:

'3 On this point see Coughlin (1986, p. 28), and"teelistributive reputations" each candidate is sigel to
have. Some analyses are even based on this aniteWlagee, Brock and Young's hypothesis (1989), for
example, is that there exist two lobbies, one @ll@capital, one to labour.

In this casef; | =T .

15 IM; (R ) is therent coming from the specific sector. With Hotellingrima, we have% = X; ; with X; the
|

domestic quantity produced by sedtor



d
% =U% [di,t(R,t)]mli,t (Plt) a R’tdlivt _di"(R't)

it
ds,
drP

it

=d, (R [d.(RV]-RJ-d. (R
A unit of standard good (price equal to 1) is praebbwith a labour unit, we have :
|_U t I_di,t(Pi,t)] - RtJ =0,

ds,

it

entailing :

it

We rewrite :
- Xi,t _)(i,t(Mi,t _di,t)
)(i,tlvli,tI

(ri,t _1) =

The imports correspond to demand minus supply, Weukave:

(I’- _1) - Xi,t _)(i,t(_xi,t)
XM,
hence:
- —1) X
(r, -1 = KD
’ /Yi,tMi,t

which is the writing of the tariff announced to tlbbies and corresponds to the sectorial
performance announced to them, y.&°.

Case 2. The policy announced to the lobbies is totallyed®ined within the framework of the
intertemporal political game, according to re-at@ciconstraints.

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

In the first caseC,, =@, [y, with a the lobby welfare (representative) apdrepresenting

the lobby contribution plan. In the second caé‘@t::/iivt)(ya,where)( is the part, in the

population, of the productive sectors organiselblibies,A a positive parameter representing
the lobbies’sensitivity to announcementd (made by the candidate.

6 As in the original Grossman and Helpman (1994)epapnd its reformulation by Ederington and Minier
(2008).

10



We here consider that a lobby feels concerned bwlyhe policy applied to the sector to
which it belongs. This is a traditional hypothesrs this literature, which may seem
restrictivé” but has been proved acceptable with regard tityeg@anagariya 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.

Note that the lobby's characteristics are seenuwasly static, whereas the incumbent’s is
dynamic. This difference in treatment can be justifby 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:
(2) P = (1_ a)Ct+l+ aW,

with aD[O:l], depending on the proportion of the populationkiray 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 policraplemented)
and the previous annoncement that their interesteaiorial claims could be satisfieg?)(

(3) Cu= u(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 achievanele 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 variation of welfare depemh the gap between the competence
announced to the candidaié)(and the one effectively exerteqd’¢:

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

7 Verreydt and Waelbroeck (1982) give the examplethef iron industry whose protection search can be
countered by the pressure of much iron-consumidgstries (Verreydt and Waelbroeck 1982, p. 388)réMo
globally speaking, see Grossman and Helpman (328B49), for a discussion of this hypothesis.

'8 To make this point clearer see for example Pi@®22pp. 163-164), who constructs a multiple lobbiedel

of "nondirectly informative advertising".

19 This formulation implies myopic voters, reactinghwegard to deception. Such behaviour has redeitreng
empirical foundations (see Hibbs, 2006).
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with parametew, positive, being the voters’ sensitivity to decept Any incumbent 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 effect that it will not be equal to

1 for all that. Indeed the credibility of a totabmpetence announcement is weak. As an
illustration, let’'s quote the "deal with the Ital&' suggested by Silvio Berlusconi during the
May 2001 campaign, in which he pledged not to rgaimin 2006 if he had not fulfilled at
least four out of his five main electoral promisAs. our analysis goes, that told the voters:

x* > 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 (for common assumptions on this pa@et Aragoneat al. 2007, or Callander

and Wilkie 2007).

From now on we suppose that the lobbies’sensitiidtgeception is higher than the voters’
(u>v), lobbies being usually better informed (and hgvinore incentive to be informed)

than the population for stakes that concern theractly. Consequently they have a better
memory and a higher capacity of reprisz#l Baron, 199%).

3. Equilibrium

3.1. The programme

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

®) G=p+on
Which she will try to maximize under the followiggnstraints:

(6a) p >3tk
(6b) Coa*tW, <Y

t+1 =

(6c) x<L{-xy)

20 Baron (1994) distinguishes between informed amlinformed voters. The latter, contrary to the ferptan
be influenced by the campaign expenses. It is ste1dito consider that these two types of voteexisbd in the
electorate. Conversely, concerning the lobbiesr thembers are linked by the defence of a wellvtishared
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.

! To make reading easier, we omit the candidatetsadisation rate, as taking it into account produoely

intuitive extra results.
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The first constraint comes first and foremost for tandidate: indeed, in order to be reelected
one must first be elected(D[O,%[ 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 in the popul&iavelfare (expressed in the form of surplus)

cannot be higher than the total growth of the eaonfY ). Indeed, the more it will be yielded
to the lobbies’ claims (whose counterparts arectirdributions allotted to the candidates), the
less (other) possibilities of redistribution grathtey the economic growth will remairf(
Bhagwati's DUPs, 1983

The last constraint imposed to the elected canglidatotably the one of the time she devotes
to the welfare of the voters. The exercise of hemngetencex, by the elected candidate
depends on the timd.(J [O:L]) she devotes to them. However this competencdezkéor the
benefit of the voters is limited by the competepgerted for the benefit of lobbieg)( Even

if we consider that the definition of sectorial jg@s is not time consuming, since it only
respects given commitments, there is no denyinggahy concession made to lobbies diverts
productive resources which could have been emplayedmore effective way in relation to
voters. Depending oy, the proportion of global population that the lobtepresents, the
political effort will be more or less costly.

In other words, ifL D]O,l] and y andy D]O;I[, 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) 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 absent:=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, thedel resolution brings the following
solutions:

XZL—ﬂ+Xwa+Xwa+X\?
WX -H

22 As parametek does not influence the results, we will not coasid afterwards.

% Laband and Sophocleus’s (1988) analysis illussralbés 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 tak2® % off the US GNP in 1985.
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y

In the second casg is completely endogenous. The resolution is donkRinWe hereafter
concentrate on this case as it is a more geneeal on

The second term of the utility function takes iatcount, from equations (2), (3) and (4), the
cost of lying. Here, the cost of lying is expressedelation both with the electorate and the
lobbies (considering deception vis-a-vis the lobhgan innovative aspect of our approach).
The cost of lying results in a diminution of thkdiiness of re-election, which solves the all or
nothing problematics in the sanction of lying ie goll<*.

Under the above hypotheses, the model resolutitailethe following solutions:

,u(l—/1)+)(/1(|/xEl +Yj

) x=t AlLyv - )

1
7b A= _—
(7b) vy %

/,1+)(/](v(xa - L)+\.(j

XA(Lyv - )

(7¢) y=-

Based on these expressions, three interestingtsesarn be declined. First,will always be
superior tox.?®> In other words, the lobbies’ interests are besierved than those of the
population considered as a whole. Beyond the toadit conditions of the lobbies’ efficiency
(small size, concentration, specificity of the tastetc.), this result justifies the rationality of
being organised in lobbies: what would be the ggepf collective action if it did not allow
for advantages compared to the rest of the populati

4 As opposed for instance to Aragoreesl. (2007) who suppose that the sanction of polities! is to be never
believed again.

% For space reasons, detailed results are not movigre but an appendix where they are demonstisted
accessible on request to the authors.
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Second, the model verifies the Olsonian conditielative to the organisation of pressure
groups ¢f. Olson, 1966): there is a threshgid, 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 candidatesstéff their favouf®. 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 anarging differently, can also be found in
Magee (2002). Hence, in our setting, lobbie's fdioma can be considered as partly
endogenou&® Conversely, beyond this threshold, the lobbiestameimportant and they lose
their characteristics. In this case, political sopvill be expressed in the same way as for
voters at larg®.

Third, it appears, logically, that when the cantkda workload increases, the policy
implemented first deals with the population’s wetfaany extra work being done to the

detriment of lobbies (we have, respectivelg%>0;g—i<0). This point illustrates clearly

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

4, The dynamics of electoral promises

As defined above, the word deception expressegdpebetween the candidate’s promises
and her achievements, whether to the populatican\@bsole or to the lobbies. In this section,
we show the conditions on which the electoral cdaigis can make promises without
fulfilling, once they have been elected, the cattrnade with the voters and political

supporters during the campaign. First we analyseiripact of promises on the policies

implemented, then the impact of the agents’ reastto deception, finally the very dynamics
of deception.

% This means that the Olsonian condition, rathen théraditional postulate, is endogenous to theghod

2 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 caretmits 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) considbet stable societies with unchanged boundaried te
generate more organizations for collective actichgecent study by Coates, Heckleman and Wilsor® 720
confirms Olson's view: socioeconomic developmerd aations' stability (captured through proxies iaset
since initial take off date, last institutional w@atval and last violent turmoil) are key factorsetglain group
formation.

%8 Magee presents a model on endogenous trade poiityobby formation focusing on the interactionsnen
an incumbent and a single lobby. The cost for a beanof 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)

% The lobby not being efficient any more in its resekingactivity, 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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In the first place, we consider the sensitivitytbé policies implemented in relation to the
promises made to the voters. From (7a), we %q%<o_ So the policies led vis-a-vis the
X

population are all the weaker as the promises wapertant. Thisa priori paradoxical result

is an important contribution of this paper, the larption of which stems from the time
separation between promises and achievementsuhatadlel allows to highlight. In fact, the
higher the promises, the less accessible. Ratherttlging to reduce the gap later, it gets less
costly for the political decision-maker to seekipcal support from the lobbies (besides we

verify %>O). This situation is notably linked to the (reati¥thypothesis of the voters’

X
inferior sensitivity to deceptiony(> v, cf. Baron, 1994). This result is confirmed by the
lobbies tending to benefit from an increase of tbgsources available, compared to voters

(¥ 50 and X <0).

oY oY

The commitments to lobbies are endogenous, so amenat apply the same analysis as for
promises made to voters. Yet it is possible toysthd impact on the policies implemented of

. e ) .
the lobbies’ sensitivity to announcements. One saow that:a—;/<0, which can be
interpreted as follows: when the lobbies’sens#ivito announcements increases, all
contributions unchanged, the announcements careassr from then on, deception being

constant, the sectorial policies implemented degred@hat we hav% >0 testifies to the

antagonism between the lobbies and the population.

Second, we analyse the impact of sensitivity toeggon on the policies led in the direction
of the two types of agents the candidates areectlt (i.e. the lobbies and the population).

From the previous results we can deduce that, @edhdition thagy < Y, we haveg—y >0.

U

In other words, if the lobbies verify the Olsonieondition of political efficiencydf. supra),
then the candidates will tend to try to satisfynthall the more so as the lobbies will be
sensitive to the gap between the announcementshandfforts really made. So, relatively
small lobbies will tend all the more to contribiitethe candidates’campaign efforts (another
form of the condition of efficiency linked to a shnsize).
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On the other hand, except if the work done by thadaates is close to nought, the
competence exerted by the candidates, once elegiitdeact positively to the electorate’s

sensitivity to unkept promises (we hav(é;i: >0 for L different from noughf). But we have:

vV
g—)ljso whenL tends to nought. This result can be understoaditively if we reasona
contrario: let's imagine that the government works verydifior the population even though
the population’s characteristics do not interfelighvthe decisions they make (in the model
terms: with the competence they exert) once in powe a corollary, given the constraint
(6¢c), we can remark that if the government strorfgiyours the lobbies as compared to the
population, then it is likely that the competengeréed will have no regard whatever for the
population.

Third and last, we consider the results relativéhtodeception undergone by the agents. The
deception vis-a-vis the agents reads like the gatpvden 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 comparisothe variations and makes the results

more directly interpretable.
We first remark thatg—IdT: <0 only if L>L, which means, in the manner §1)i>0 that
vV
the relation between work increase and decepti@nedse is only valid if the government
really cares about the population. We remark riemt% B_% > 0. So deception vis-a-vis the

lobbies tends to increase when their politicalogdficy decreases (see the threshold relative to
the Olsonian condition above). The larger part ltdé £conomy they represent, the less
efficient they are. Besides, it can be noticed thatmore sensitive to the announcements the

lobbies are, the greater tendency to deceive thendécision-makers will have% >0), so

as to take in a maximum amount of contributionsnfra relatively not reluctant political
support.

A second interesting result concerning deceptiaih wagard to the lobbies is that, when the
lobbies’sensitivity to deception increases, theydtéo be less deceiveeg—-EE_(l_i <0)*L Let's
7

note that these two results are complementary rathan contradictory, as the
lobbies’sensitivity to deception can counterbalatiesr sensitivity to announcements.

— — w
%9 More precisely fot. > L , with L =

1—XWX
X

3L Let's note that the lobbies'sensitivity to deceptihas no impact on deception vis-a-vis the voters

(g—TB_ll_i =0), which maintains margins of manceuvre fot the slenimaker. 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
restricts the most "unachievable" promises, marginmanceuvre appear on the lobbies’ side, whidwallher
to receive extra contributions.
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. e . - aT
Now, concerning the sensitivity of deception visisithe electorate, we havae— d_lj_— <0 for
vV

L > L, which means that when the government works at Eaninimum for the population,

it deceives them less when they become more sensitideception (the disciplining device is
valid only if the incumbent does not rely entiredyp the lobbies). For the lobbies, the

condition of sign ofg—TE_% is the exact opposite of the previous one (thusgnwou must
vV

deceive the population less, the lobbies are mechlyn penalised for it: deception against
them increases). By way of consequence, we alsitffiat the higher the announcementy (
the more deceived the population (the more you merthe less you keep). A final result

concerns the resources constraint. We demontrateg—g]EI_IY; >0 and% E—l} < 0, which can

be interpreted as : when growth improves you dec#ie population more and the lobbies
less. Consequently the lobbies are the winners rofvtlp; vis-a-vis the ressource, the
antagonism between vested and general interestyckapears again. This result is also a
novation of this paper, as it can not appear itatcsframework.

5. Conclusion

This article offers a framework for analysing thgndmics 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 lobbies)
maximize the politician’s objective function at feéifent levels. In equilibrium, the policy

directed to the lobbies will always be more favdlgathan the policy directed to the

population. Thus the lobbies appears as the wiohitre political game.

This global result must not hide the nuances thattivo-period model adds to the more
traditional vision of the political-economic intetaons 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 ditere, 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?.

%2 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 ineredighe sensitivity to deception improves
the policy implemented for the population, and e same condition this policy depends
positively on the time devoted by the incumberthi population.

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

But the analysis also highlights the conditionsadrich deception can be exerted. From these,
it can be shown that really utopian promises dopagt Indeed, in the model framework, the

lobbies’sensitivity to deception counterbalancesrtiensitivity to announcements, creating a
disciplining device for the decision-maker.

The antagonism shows particularly clearly conceyrime ressource. When the growth of
global wealth increases, the policy in favour & gopulation 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 demonstratedtdésts done on the US Congress elections
(Stratmann 1995, p. 132). This demonstration isstioieable as it is contradictory with the
approach of electoral competition since it impltbat the incumbents can change their
stances to get them closer to their contributorsighér and Stratmann 1994, p. 65). Our
analysis shows how this "rapprochement” is algtealdogenous itself.

For future research it seems promising to distigslguietween two voters’ groups (informed
and non informed) and make their respective panttogenous according to deception (a
deceived voter tending to be more informed) forctbes to come and to analyse the
consequences on the model equilibrium values.
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