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Abstract

We theoretically investigate how political abstention among certain social groups
encourages populist parties to enter the political stage, trying to absorb inac-
tive voters. We design a two-stage game with two established parties and n voters
who jointly determine a taxation policy. The electorate is divided into two groups,
the advantaged and the disadvantaged. Voters’ decisions on whether to partici-
pate depend on a party’s tax rate proposal and on general party ideology. Effective
political participation requires a certain amount of financial, social and intellectual
resources to, for example, evaluate party programs or to engage in political discus-
sion. As the disadvantaged are endowed with fewer resources, they lack political
efficacy, resulting in less political participation. Consequently, the established par-
ties propose a tax rate which is biased towards the preferences of the advantaged.
The unused voter potential among the disadvantaged draws the interest of a populist
challenger. To win support from the disadvantaged, the challenger party optimally
proposes a respectively biased tax rate, which then works to polarize the political
spectrum.
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1 Introduction

Disenchanted citizens have two options for expressing their discontent with poli-
tics, exit or voice (Hirshman 1970). Considering electoral abstention as a very
simple form of exiting political decision-making, this behavior has been empiri-
cally shown to be more widespread among individuals of lower socio-economic
status. In the literature, one explanation is that disadvantaged voters have fewer
politically valuable resources such as monetary income, educational attainment,
or political networks (Brady et al. 1995). This shortage makes it harder for the
disadvantaged to collect and evaluate political information, to communicate their
preferences to policymakers and to effectively shape the political process. Feeling
neglected by political parties, the disadvantaged choose to abstain from public
decision-making (Goodin and Dryzek 1980; Emmenegger et al. 2015; Han 2016;
Gerber et al. 2011; Solt 2015; Guiso et al. 2018; Rico et al. 2020; Guiso et al.
2020; Roemer 1998).

However, alienated voters may be encouraged to engage again if given a politi-
cal alternative, which explicitly addresses their capabilities. In that sense, it
has been observed that the ever-rising radical and populist forces in established
democracies are relatively more successful among socially underprivileged vot-
ers (Han 2016; Emmenegger et al. 2015; Rooduijn 2017; Oesch 2008; Georgi-
adou et al. 2018; Guiso et al. 2018; Gethin et al. 2021; Gest et al. 2017; Bur-
goon et al. 2018; Hobolt 2016; Guiso et al. 2020; Schulte-Cloos and Leininger
2021). Not only are these parties’ manifestos characterized by promising future
social security, but populist platforms are also designed to be more easily acces-
sible. Approachable political candidates present themselves as common people
who therefore understand the common person’s worries and hardships. Political
solutions are characterized by tempting simplicity and clarity, for instance when
right-wing populist parties claim that poverty, unemployment or crime, could all
quickly be solved by simply stopping immigration (Mudde 2004, 2013; Golder
2003; Durante et al. 2019).

Linking these observations, we raise the question of whether abstention caused
by political inequality promotes the political market entry of populist parties
(Rico et al. 2020; Mudde 2013; Immerzeel and Pickup 2015; Guiso et al. 2018;
Rodrik 2018). To this end, we develop a theoretical illustration showing how ine-
qualities in political efficacy across social groups impinge on political involve-
ment and encourage populist parties to step in and absorb the alienated. We
extend the well-established probabilistic voting model as originally introduced in
Lindbeck and Weibull (1987) to design a simple two-stage game with citizens
and parties jointly determining a policy outcome. All citizens provide support,
in terms of votes, for one of two established parties in return for a future policy
realization, here a tax rate. Citizens are divided into two groups, the advantaged
and the disadvantaged, who have conflicting opinions regarding optimal taxation.
We assume that the two groups of voters are politically unequal in the sense that
they are unequally endowed with the resources necessary to effectively partake
in the political process. Among these are financial means, civic skills and social
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networks as well as political, economic or legal expertise. The disadvantaged are
endowed with fewer of these resources, which makes it harder for them to evalu-
ate political programs, get involved in political discussion or assess candidates’
abilities. Therefore, the disadvantaged are less likely to participate in political
decision making. In contrast, the advantaged constitute a more attractive target
group for support-maximizing parties which converge to an equilibrium policy
level that is biased towards the preferences of the advantaged. This strategy stim-
ulates involvement among the advantaged, while lowering involvement among
the disadvantaged, resulting in an over-representation of the former.

The unused support from the disadvantaged then draws the interest of a populist
party, whose platform is characterized by simple political messages, a less elaborate
organizational structure and a greater potential for disenchanted voters to identify
with political candidates (Mudde 2004, 2013). This style particularly appeals to the
disadvantaged as it is able to partly compensate for their political efficacy shortage.
To secure their support, the populist party ideally proposes a tax rate which leans
towards the interests of the disadvantaged. However, if resource endowment and,
thereby, political efficacy of the disadvantaged fall below a critical level, addressing
and mobilizing these voters will not pay off for any party.

Our contribution to the existing literature is threefold. First, we extend the eco-
nomic theory of voting to highlight the role of unequal participation conditions.
Unlike many previous approaches, we do not limit our analysis to one side of the
political market but illustrate the mutual feedback effects of political supply and
demand. Second, we provide a theoretical underpinning for the interdependence of
political inequality, party capture and party system changes. Therefore, our contri-
bution to the related literature implies an all-encompassing theorization of the afore-
mentioned empirical observations. In that sense, our approach is in line with a grow-
ing number of theoretical studies investigating the relation between social identity,
inequality and populism (Guiso et al. 2018; Gethin et al. 2021; Pastor and Veronesi
2021; Grossman and Helpman 2021; Bonomi et al. 2021; Guiso et al. 2020). Third,
we engage with the scientific discussion of the most recent emergence of populist
movements and add to the understanding of strategies they may use to win alienated
groups. Thus, we propose that political inequality and the resulting abstention serve
as one explanation for the emergence of populist parties.

The question of how socio-economic advantage translates into the capture of
political agents has mainly focused on the role of (wealthy) interest groups (among
others Grossman and Helpman 1994; Holcombe 2015; Acemoglu and Robinson
2008; Lai 2010; Winter 2017; Lohmann 1995; Drazen et al. 2007). However, Gilens
and Page (2014) state that public decision-making is generally dominated by well-
endowed citizens, even in the absence of formally organized interest. Not only do
economic elites have the financial means, but they also have the networks and posi-
tions to influence policymakers. The authors refer to this phenomenon as economic
elite domination and provide tentative evidence that the advantaged are in fact
more successful at having their preferred policies implemented. Stadelmann et al.
(2015) as well as Krieger and Meierrieks (2016) empirically confirm these findings.
Accordingly, the literature suggests a positive relationship between individual vot-
ers’ monetary resources and their political leverage.
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464 K. L. Kellermann

Financial endowment may serve as a proxy for general politically valuable
resources which determine political involvement (Jesuit et al. 2009; Han 2016; Gal-
lego 2010; Rydgren 2007; Solt 2008). As outlined by Brady et al. (1995) in their
seminal resource theory, active and effective involvement in public decision-making
requires the use of time and civic skills, which comprise oral and written commu-
nication skills, organizational abilities and educational attainment, as well as the
strength of social or political networks and interpersonal trust. It is through these
skills that citizens are able to successfully draw the attention of policymakers to
their situation and have their issues put onto the political agenda. In addition, most
political candidates in established democracies belong to the upper social classes.
Thus, there is a high likelihood that policymakers and voters of the same socio-
economic background will identify with each other and have personal ties. In the
political science literature in particular, this group of political capabilities is referred
to by political efficacy, which tends to be lower among the disadvantaged, entail-
ing fewer incentives to partake in public decision-making (Emmenegger et al. 2015;
Rico et al. 2020). In line with this, a substantial body of empirical research provides
evidence of a negative relationship between income inequality and aggregate-level
voter turnout. Those at the bottom end of the income distribution are relatively more
likely not to identify with policymakers and, therefore, abstain from the political
process (Stockemer and Scruggs 2012; Geys 2006; Jensen and Bggeskov Jespersen
2017; Bouvet and King 2016; Pontusson and Rueda 2010; Kelly and Enns 2010;
Solt 2010, 2008; Myatt 2017; Kselman and Niou 2011; Rooduijn et al. 2016; Solt
2015; Georgiadou et al. 2018; Guiso et al. 2018, 2020; Roemer 1998).

Our model setup highlights the resulting rationale of support-maximizing parties.
As they need votes to win public office, they cater to the preferences of citizens that
are more likely to turn out to vote (Lindbeck and Weibull 1987; Persson and Tabel-
lini 2002). This programmatic focus on the advantaged further stimulates political
alienation of the disadvantaged. Several case studies feature corresponding evidence
where parties lose support of an underprivileged electorate because of policies
which disproportionately benefit upper social classes (Eichhorst and Marx 2011;
Lindvall and Rueda 2013; Karreth et al. 2012). In line with this, the most recent
wave of populist parties, especially in Europe, reject clique politics, elite enrichment
and the under-representation of the common people, which they claim is a defining
feature of current politics (Mudde 2013; Rico et al. 2020; Rooduijn 2017; Noury
and Roland 2020). Thus, in a final step, our model explains the emergence of such
a populist party in relation to political alienation. As the abstention rate increases,
the unused voter potential also grows. A populist party seeks to enter the political
stage to sway the abstaining. This type of party suggests a certain closeness to politi-
cally alienated groups and enables participation at relatively low effort. Unlike its
competitors, the populist party has an incentive to propose a tax rate which is in
line with the preferences of the disadvantaged (Congleton and Steunenberg 1998).
It wins over the politically inactive citizens (Immerzeel and Pickup 2015; Rydgren
2007; Lubbers et al. 2002; Schulte-Cloos and Leininger 2021), who switch from exit
to voice.

The remainder of this paper is organized as follows. Section 2.1 presents the
model framework and illustrates how the disadvantaged are alienated from politics

@ Springer



Political inequality, political participation, and support... 465

as a consequence of political inequality. In Sect. 2.2, we outline the resulting emer-
gence of a populist party. Furthermore, we highlight the reactions of the parties to
different levels of political inequality among voters. Section 3 concludes.

2 Model setup
2.1 Political outcomes with political inequality

Our basic setup closely follows the well-established probabilistic voting model as
developed by Lindbeck and Weibull (1987). Some of the setting and results also
resemble those in Congleton and Steunenberg (1998), but with a different focus on
the emergence of challenger parties here. We consider an economy with z citizens
who are all entitled voters. The electorate is divided into two groups g € {a,d}. A
number of n, citizens belong to the advantaged and n; = n — n, citizens belong to
the disadvantaged. Our understanding of these terms is rather broad. In some cases,
the advantaged may represent a very small, privileged group, where the disadvan-
taged are the mass of the general population. In other cases, however, the two groups
may rather refer to above- and below-median income earners, respectively. The
groups differ with respect to two features: their political efficacy and their policy
preferences.

In regards to the first feature, each citizen i is endowed with a quantity of politi-
cally valuable resources r,. By this term, we refer to assets that are necessary to
effectively participate in the political decision-making process (Emmenegger et al.
2015). These include professional expertise or intellectual capabilities, which facili-
tate the understanding of social and political information; communication skills,
which can be used in interactions with political candidates; and organizational abili-
ties as well as the strength of personal and political networks. Importantly, every
single citizen we consider here is too small to influence politics directly by means
of their resources. That is, their resource endowment does not immediately shape
political outcomes, e. g, by making a large donation to a political candidate, but
the resource endowment determines the individual ability to understand the politi-
cal process, evaluate manifestos and the accuracy of political debates, and assess
politicians’ aptitude. This in turn determines individual utility from partaking in the
political process and the resulting utility to do so.

By assumption, the advantaged are better endowed, having a resource level of 7,
while the disadvantaged have at their disposal a resource level of r < 7. We set the
resource level of a citizen equal to their political efficacy. The difference in resources
implies that citizens are unequal with respect to political efficacy.

In regards to the second feature, two established parties j € {A, B} compete for
support from members of both social groups in a multidimensional policy space.
The first dimension p; € [0, 1] represents the main policy up for discussion. We here
use the example of a redistribution tax which is collected from the better-endowed
citizens and is then given to the disadvantaged as a state transfer. Accordingly, the
disadvantaged wish for a high level of taxation, whereas this is a financial loss for
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the advantaged. As such, the advantaged favor a low tax rate p;, and the disadvan-
taged favor a high tax rate. Consequently, a party’s ta)2< rate proposal p; provides an
advantaged voter with utility u,(p;) W1th —a - <0 and “ > (. In contrast, utility of

»?
“ < 0.2 Hence,
op?

J
when deciding on a tax rate proposal p;, parties Welgh losing support from the

advantaged against gaining support from the disadvantaged, or vice versa (Lindbeck
and Weibull 1987).

The second dimension of the policy space is the individual party bias f; (Lind-
beck and Weibull 1987), which depends on party j’s universal political alignment.
Party j can align with a number of political ideologies, such as conservatism, lib-
eralism, social democracy or the like. Apart from that, party j can employ different
political styles: It can be a populist or non-populist party, a radical party and so
on. Hence, the party bias f; captures individual i’s benefit from their overall attach-
ment to and identification with party j* ideology and political style. Similar to Lind-
beck and Weibull (1987), we define the absolute party bias as a random variable
0; = Pig — P;s. Consequently, an individual aligns with party A if §; <0 and with
party B if §; > 0. ; is distributed according to a twice continuously differentiable
cumulative distribution function F, = F,; = F known to the parties. The associated
positive density function is f, which is symmetric around O (Lindbeck and Weibull
1987). That is, we assume, just for the sake of simplicity, that party biases for A and
B are identically distributed in both social groups. All of the following calculations
can likewise be performed for congruent densities f 0,)=f06,+«a ) witha, # a,to
capture inter-group differences in party biases® (Llndbeck and Welbull 1987).

Combining the two elements, individual i’s additive utility from political support
for party j reads

the disadvantaged u, increases in the tax rate pj» i.e., " > 0, and —£

Uigp)) = us(p)) + By M

By definition, we have utility U;, > 0 for all values of the tax rate p;. In order to
decide which party to vote for, 1nd1v1duals compare utilities resulting from the par-
ties’ tax rate proposals p, and pj and choose the option which promises the higher
utility. That is, we can determine the individual voting probability for party j as

! Another suitable example is migration policy (Rydgren 2007; Mudde 2013; Coffé et al. 2007; Rodrik
2018), a key feature of recent right-wing populist platforms. In this case, p; can be thought of as the
degree to which international migration from less developed countries into the economy under observa-
tion is limited. Labor economics argue that immigrants can usually be considered low-skilled workers
due to shortages in professional and language skills required to work in the receiving country. While they
constitute complements to the better-educated high-income labor suppliers, the low-skilled native popu-
lation competes for jobs with the immigrants. Therefore, the advantaged can be expected to prefer high
levels of immigration, while the opposite is true for the disadvantaged (Card 1990; Georgiadou et al.
2018; Guiso et al. 2018; Rodrik 2018).

2 In principle, preferences could also be the other way around, depending on the specific policy, without
changing the main results as long as the preferences of the two groups are opposing.

3 In the sense that the disadvantaged lean more towards (left-wing) party A while the advantaged lean
more towards (right-wing) party B or vice versa (Lindbeck and Weibull 1987).
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Vej(Pj) = ProblU(p)) > Uy (p_p1 = Flu,(p) = u,(p_)]. )

In order to model the role of political efficacy in the participation decision, we
exploit and extend what Lindbeck and Weibull (1987) call the exit case. Here, they
allow individuals to abstain from the political process if neither party’s platform
promises to be sufficiently rewarding to provide support. In this setting, the advan-
taged, more politically effective citizens receive a relatively larger utility from politi-
cal involvement. That is because, due to their higher level of resources, they are bet-
ter at evaluating a party’s program, assessing the political aptitude of candidates,
and communicating within their networks.

The disadvantaged, however, face a resource shortage of ¢ =7 —r > 0. Their
political efficacy, and, hence, their utility from political involvement, is reduced by
€,

Uip)) = uy(p)) + B — €. (3)
Thus, the probability that a disadvantaged individual supports a party j changes to
vgi(p)) = Fluy(p) — uy(p_j) — €. 4

Consequently, if a disadvantaged individual does not receive enough utility from
party j’s policy proposal and from general attachment to party j to compensate for
the efficacy shortage e, the individual will decide to abstain from politics.

Let us now turn towards the political supply side. Analogous to the baseline set-
ting in Lindbeck and Weibull (1987), the objective of a party j is to maximize its
support total* V; which is equal to

Vi = navg + navgp ®)
over the tax rate p;.

The timing of decisions is as follows. First, parties simultaneously propose tax
rates p4,pp. Then, citizens learn about the proposals and, all at the same time,
decide which party to support. Subsequently, parties collect their support and the
winner implements the proposed tax rate.” We define a Nash equilibrium (NE) as a
combination of proposed tax rates and support decisions that maximizes each play-
er’s utility given all other players’ strategies. Furthermore, we refer to the optimal
tax rate parties propose in our setting as p* and to the optimal tax rate in the base-
line textbook case with equally politically effective groups (Lindbeck and Weibull
1987) as p*.

Proposition 1 In case of political inequality, i. e., the resource shortage € > 0,

4 Even though we start with two parties here and the market entrance of a third party rather suggests
that we are in a multiparty system, our considerations are, in principle, applicable to any representation
system. This is why we follow the classic theory of voting and Lindbeck and Weibull (1987) in modeling
the general case of support-maximizing parties.

5 We suppose that credible commitment to a tax rate proposal is possible.
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v
=

D
=
<

f(0) 22 ou
ng o a
7 O

duy
ngf(—€) Er
j

p p Pj

Fig. 1 Equilibrium tax rates with political equality and inequality

a) parties choose subgame-perfect NE tax rates (p,, pg) so that p, = pp = p* < p*
and tax rates are skewed towards the interests of the advantaged.

b) voters choose subgame-perfect NE support levels (V 4,V g, Vas> Vag) With
Vaa = Vg = 0.5 > vy, = vy The disadvantaged turn out with a probability lower
than 1 and are relatively underrepresented.

Proof See appendix.

Due to their lower political efficacy, the disadvantaged have a lower probability
of participating in the political process in the first place. Thus, they constitute a less
attractive target group from the established parties’ point of view. Compared to the
equality case, the marginal benefit from support of the disadvantaged is lower for
every tax rate proposal p;, as it is weighed down by the lower likelihood of par-
ticipating (see Fig. 1). As a result, policymakers propose a tax rate which dispropor-
tionately benefits the advantaged. The intersection between marginal benefits from
support from each group in Fig. 1 shifts left, causing the equilibrium tax rate p* to
decrease compared to the equilibrium tax rate with political equality p*.

Figure 2 illustrates the resulting support decisions of voters. Advantaged
voters have a positive utility from political support for either party. Thus, they
have a participation probability of 1 and, because of the equal tax rate propos-
als p, = pp = p*, choose either party with equal probability, according to their
ideological bias (see Fig. 2a). Disadvantaged individuals, however, support par-
ties A and B with positive probabilities v, v,z With v, + v,z < 1. Thus, there is
a positive probability 1 — v, — v that a disadvantaged individual will choose
neither party and abstain from the political process. Figure 2b illustrates this
rationale. Disadvantaged individuals with an absolute party bias |6;| > e are
committed enough to either party A or B to outweigh the low utility from the tax
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f(6)

0;
(a) Advantaged voters
f(6:)
|
A
0;
—€ €

(b) Disadvantaged voters

Fig.2 Support decisions with political inequality

rate proposal and the political efficacy shortage so that they still support their
preferred party (shaded areas in Fig. 2b). Those with a weaker ideological bias,
however, do not receive enough utility from supporting a party and decide to
abstain (white area in Fig. 2b). Support probabilities v,,, v 5 are both decreasing
in the resource shortage € so that a more sizable efficacy shortage causes a dis-
advantaged individual’s participation rate to decline (Emmenegger et al. 2015;
Acemoglu et al. 2013; Guiso et al. 2018).

@ Springer



470 K. L. Kellermann

2.2 Market entrance of a challenger party

Although it is optimal for parties A and B to target the advantaged by means of their
tax rate proposals, the share of unused support due to abstention may grow substan-
tially, particularly if the resource shortage € is large. As € — oo, the probability that
the disadvantaged abstain approaches 1. In societies with relatively more disadvan-
taged voters and a sufficiently large resource shortage e, a majority of voters does
not participate in the political process. The high abstention rate can be compared
to positive profits on the political market which encourage a new party to enter the
political stage and sway the alienated voters (Congleton and Steunenberg 1998).

The challenger party C proposes a tax rate p.. C is a typically populist platform,
employing a simplified rhetoric that directly speaks to the common people and
reduces the complexity of social problems to an unrealistic but easily understand-
able take-away message (Mudde 2004, 2013; Guiso et al. 2018). Members of party
C have a more direct connection to the electorate and are more easily approach-
able, even by disadvantaged voters. Therefore, members of group d generally feel
attached to party C, as C’s populist strategy partly outweighs their political efficacy
shortage. Thus, the respective party bias is positive for all disadvantaged individu-
als, B, > 0. The negative of the party bias (—f,-)° is drawn from a twice continu-
ously differentiable c.d.f @ with positive density ¢. By contrast, advantaged voters
dislike the simplified style of party C and do not identify much with the party. To
keep the results particularly simple, we assume that all advantaged voters have a
bias of 0 for party C, f; = 0.

Let us first consider the somewhat more straightforward rationale of advantaged
voters in this extended case. They now have a third political option and will support
party C if the benefit from C’s tax rate proposal exceeds the benefit to be gained
from supporting either party A or B. Let u,(p-) > 0 be the utility from C’s tax rate
proposal p. for an advantaged individual. Their new likelihood of supporting party
A or B reads

Vaa = F[A - ua(pC)] =1- F[ua(pC) - A] = Vup- (6)

In a two-party scenario, parties A and B only had to provide sufficient utility to
advantaged members to cross a utility threshold of 0, which is always the case. Now,
however, the minimum utility that the established parties have to provide increases
to the level of utility promised by party C. Consequently, only advantaged individ-
uals with an absolute party bias of 6, < —u,(p,) will be willing to support party
A. Likewise, individuals with 6, > u,(p.) will side with party B. Those, however,
with an absolute party bias |6;| < u,(p.) will switch to the challenger party C (cf.
Fig. 3a). Again, there is no abstention among the advantaged.

Support decisions among the disadvantaged can be determined in a similar
way. All disadvantaged individuals have four options. They can decide to sup-
port one of the established parties, to support the populist challenger or not to

© We here define the c.d.f. of —f, instead of f,- to obtain slightly simpler results later.
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f(6)

—uq(pc) Uq(pc)

(a) Advantaged voters

f(6)

o

%,

— (Wa®) + ic + © —€ € wa(pe) + fic + €

(b) Disadvantaged voters

Fig. 3 Voting decisions with a challenger party

participate at all. Out of these options, a disadvantaged individual again chooses
the option which promises the highest utility.

Figure 3b illustrates a disadvantaged individual’s rationale. Supporting an
established party only pays off for individuals for whom the net utility from doing
so is positive and at the same time larger than the utility from supporting party C,
i.e, A—0;—e>uy(pc)+ Pic > 0. Consequently, all individuals with an absolute
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party bias 6; < —(u,;(pc) + B + €) support party A, while all individuals with
0, > u,(pc) + Pic + € support party B (shaded areas in Fig. 3b).

If the absolute party bias |0;| € (e, uy(pc) + Bic + €), utility from supporting party
A or B is still positive but is lower than utility from supporting party C. This implies
that party C must be the preferred option for the respective disadvantaged citizens
and that party C here succeeds in enticing voters from the established parties (dotted
area in Fig. 3b).

In addition, party C can also win voters from those who would otherwise have
abstained. For all disadvantaged individuals with |6;| < e, utility from supporting
an established party is lower than 0. These voters are weakly committed to either
established party but they only switch to challenger party C if utility from doing
so is greater than their resource shortage, u,(p.) + f;- > €. Hence, party C sways
abstainers with probability Prlu,(p¢) + Bic > €] = ®luy(pc) — €] (striped area in
Fig. 3b).

Anticipating this voter behavior, parties propose optimal tax rates pj;"'B and p’é/,
respectively, for which the following holds:

Proposition 2 With political inequality, i. e., the resource shortage € > 0,

a) the challenger party C proposes a subgame-perfect NE tax rate p*&" > p*.
b) the established parties A and B propose a subgame-perfect NE tax rate p/j”B <p

«
Cc

. . N /! .
¢) After reaching a maximum, party C’s tax rate proposal p;. decreases in the
resource shortage e.
d) Party A and B’s tax rate proposal p:”B decreases in the resource shortage €.

Proof See appendix.

The equilibrium strategy of party C always implies a higher tax rate compared
to the opponents, which more strongly appeals to the disadvantaged.” On this basis,
party C targets two types of swing voters in this group: first, those who are indif-
ferent between voting for an established party and voting for party C and, second,
those who are indifferent between voting for C and not participating at all. While
parties A and B cannot win the abstainers and, thus, have no incentive to occupy a
position complying with their interests, party C is supported by this group with posi-
tive probability ®[u,(p.) — €]. Therefore, party C proposes a tax rate which is more
beneficial for these voters.

The larger the resource shortage of the disadvantaged, the lower the equilib-
rium tax rate any party will propose. While the challenger party always leans more
towards the disadvantaged than the established parties do, its tax rate proposal

7 This result is comparable to a result proposed by Congleton and Steunenberg (1998), implying that
political challengers increase their chances of electoral success by proposing a policy that is different
from the competitors’ policy proposals.
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AA,B, AC

!

€ € +o

Fig.4 Party strategies for values of e

nevertheless declines for large values of the resource shortage e. A greater efficacy
shortage among the disadvantaged lowers the likelihood that they will vote, which is
harmful to either party’s support count.

Furthermore, although C’s equilibrium tax rate proposal p. " is larger than party A
and B’s proposals p* B in any case, this does not necessarily exclude the possibility
that C will still disproportionately benefit the advantaged. The optimization process
of parties with respect to the tax rate p; implies balancing the marginal utilities from
this proposal for both advantaged and disadvantaged citizens (see Egs. (A.13) and
(A.17) in the appendix). Denote by 4; the weight that party j attributes to the mar-
ginal policy utility of the disadvantaged. If this weight is larger than 1, the disad-
vantaged are the main target group, resulting in a tax rate respectively biased. If it is
smaller than 1, the advantaged are the main target group.

Proposition 3 With political inequality, i. e., the resource shortage € > 0, there
exists an interval (¢/, €' + ©) so that

a) Ae>Ayp>life >e
b) Ac>1>Apife +o>e>¢€.
¢) 1> 4c> Aypife> €.

Figure 4 illustrates these different combinations of the weight 4, for values of the
resource shortage €. In relatively equal societies, i. e., when € is low, there are small
differences in participation probabilities. The disadvantaged thus receive a dispro-
portionately high weight in parties’ objective functions because it pays off for par-
ties to choose a tax rate which mobilizes these only slightly disadvantaged voters.
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However, as the resource shortage € increases, political participation among the
disadvantaged decreases. Mobilizing them involves strong increases in tax rates p;
and, therefore, has high costs in terms of advantaged support. For resource short-
ages of € > €/, it is too costly for parties A and B to try to win disadvantaged voters
by means of higher tax rate proposals because they would lose too much advantaged
support, see Fig. 4. Yet as A > 4, g, there must be an interval (¢’, ¢’ + o) witho > 0
for which A > 1 > 4, p. Consequently, in societies with medium levels of political
inequality, party strategies diverge. However, once the resource shortage e exceeds
the critical level of € + o, it is 1 > A- > 4, 5, meaning that all parties will cater to
the interests of the advantaged, yet party C does so to a lesser extent.

Having discussed the implications for the policy level, we can now revisit support
decisions of voters.

Proposition 4 With political inequality, i. e., the resource shortage € > 0,

a) advantaged voters choose subgame-perfect NE support levels (P4, Pags Puc) With

Par = Pap-
b) disadvantaged voters choose subgame-perfect NE support levels (p 4, P> Pac)

With pgs = Pap < Pac-
Proof See appendix.

Because party C’s tax rate proposal is closer to the preferred taxation level of
the disadvantaged, they are more likely to support C compared to the established
parties.

Since the main objective of the model at hand is to theoretically link real-world
observations of political inequality, participation incentives and populist challeng-
ers, we finally discuss to which countries and political systems our approach may
refer. In principle, our considerations can be applied to any party system. In some
cases, e. g., the United States, populism appeared as one candidate in a two-party
system (Norris and Inglehart 2019) while the party the candidate represented was
not, as a whole, a populist one. In the same vein, the challenger does not have to be
separate party but could be a wing of an established party which secedes and com-
petes as a political alternative. The United Kingdom, a traditional two-party system,
observed the emergence of a populist challenger. This is quite close to our model
setting (Hobolt 2016; Norris and Inglehart 2019). Over the last years, multiparty
systems, e. g., in Europe, witnessed the emergence of one or even several popu-
list parties (Algan et al. 2017; Guriev and Papaioannou 2021; Norris and Inglehart
2019; Rodrik 2018) that challenged big people’s parties. Thus, while some of the
roles of single agents in our model need to be reinterpreted, the qualitative results
we obtain remain applicable to a number of different settings.

A final remark considers the ability of parties to win back the abstainers. In our
setting, the challenger succeeds in doing so due to its populist platform, which pro-
vides a special benefit to alienated citizens. However, in principle, any party may
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be able to change its overall platform towards one that particularly appeals to the
disadvantaged. While we implicitly made the realistic assumption that a party’s gen-
eral political alignment and style is fixed when it is founded and enters the political
stage, this alignment may change over time, at least in the long run. Thus, after some
time, an established party may want to revise its platform. The remaining question
would be whether the party would turn populist or would reach a greater identifica-
tion with the abstaining by means of other stylistic and ideological elements.

3 Conclusion

A vast body of social science literature has tried to explain the recent success of
populist parties in Western democracies. Placing special emphasis on the role of
political inequality, we extend the probabilistic voting model in order to illustrate
how shortages in political efficacy fuel abstention and open a gateway for populist
parties to win an alienated electorate. Two groups of citizens, the advantaged and
the disadvantaged, favor conflicting policy levels. The utility citizens receive from
political participation depends on a policy realization as well as on their general
party attachment. The disadvantaged are endowed with a lower level of politically
valuable resources, which impedes political involvement. Consequently, political
participation is lower for the disadvantaged than for the advantaged.

Two established parties seek to maximize their respective support from both
social groups. In equilibrium, they uniformly converge to a tax rate proposal which
is biased towards the advantaged in order to secure votes from those with a higher
probability of participating. This stimulates support from the advantaged while fur-
ther discouraging the disadvantaged from participating. A newly emerging party
can realize gains by entering the political market with a combination of a simple,
populist style and a tax rate proposal particularly beneficial to the disadvantaged.
Thereby, the challenger re-stimulates political participation among the disadvan-
taged and receives hitherto foregone votes. However, with high levels of political
inequality, participation rates among the disadvantaged are so low that they do not
constitute an attractive target group for any party.

Our results offer some practically relevant implications for political agents.
The emergence of a populist challenger here is rooted in the uniform bias of
established parties towards a privileged electorate. Although this strategy is
efficient, it leads to votes being systematically waived. A clear focus on distinct
target groups could solve this dilemma, as it enables established parties to real-
ize higher total support and, at the same time, curb incentives for competitors
to enter the political market. Furthermore, an accessible and voter-oriented com-
munication gives disadvantaged citizens the chance to deal with political issues
and increase identification. Importantly, disadvantaged citizens would not have to
turn towards populist parties, which not only offer more accessible platforms but
are also associated with authoritarian, anti-democratic values and the spread of
false information (Mudde 2004, 2013; Guiso et al. 2018, 2020). Finally, we high-
light the ineffectiveness of abstention as a measure of protest. Withdrawing from
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public decision-making is the economically optimal choice but it does not bring
about the intended change in political positions of the established parties.

Our considerations leave open several avenues for further research. Foremost,
we take the level of political inequality as given. A potentially interesting exten-
sion could be to endogenously determine political inequality in the political pro-
cess. Here, the dynamic interaction of inequality and policy outcomes over time
may provide meaningful insights into the long-term evolution of the political sys-
tem. Furthermore, our model outcomes imply an empirically testable hypothesis,
namely that the relation between political inequality and polarization should be
inversely u-shaped. Respective empirical evidence may contribute to a reassess-
ment of the role of inequality with respect to political regime transformation.

Appendix: Proofs

Proof to Proposition 1 For comparison purposes, we first present the original base-
line case as in Lindbeck and Weibull (1987) without a political efficacy measure.
As outlined in Sect. 2.1, individual i will support party A if the utility from doing so
is greater than the utility from supporting party B, U;,(p,) > U, (pg). The resulting
support probability v,, equals

Ver = Pr|Us(pa) > Uy (pp)] = Pr{Us(py) = Uy (pg) > 0]

(A.1)
= Pr[ug(pA) — u,(pg) > 0] = F[ug(pA) - ug(pB)].

Likewise, an individual will support party B if U,,(p,) < U,,(pp), corresponding to a
support probability v,z with

Ve = PriU,(py) < Uy (pp)l = PriU(ps) — U (pp) < 0]

A2
= Prluy(py) — uy(ps) > 01 = Flity(py) — u,(pa)]. A2

Party j maximizes its objective function
Vi=n,v, +ngvg, (A.3)

Inserting the voting probabilities as in Eq. (A.1) and (A.2) and taking the first deriv-
ative of Eq. (A.3) w.r.t. the tax rate proposal p;, the first-order condition for a maxi-
mum is

SO pf(a) 2
n — =n — A4
o, », (A4)
with density f(-) being evaluated at the utility differential A = u;(p;) — u,(p_)).

Both parties face the same maximization problem so that in equilibrium, they
propose the same tax rate p, = pg = p*. Since u,(p4) = u,(pg) = u,(p*), the utility
differential A equals O and rearranging Eq. (A.4) yields
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n %
“op;  f(O)
= — = 1 A.
o = 10 a3)

When all citizens are equally politically effective and p, = py = p*, the decisive
dimension is the party bias 6,. Parties balance the marginal utilities of the swing
voters in each group who are individuals with a party bias 8, = 0 (Lindbeck and
Weibull 1987).

Since we are concerned with the feedback effect of the parties’ proposals on sup-
port probabilities, we take a look at the resulting support probabilities v,4, v g in
Egs. (A.1) and (A.2). Given that the utility differential A = 0, we find

1
vea = FIO0] = 3 = Vep- (A.6)
All voters base their choice solely on their individual party bias. All voters with an
absolute bias 6; < 0 support party A, while all voters with 8; > 0 support party B.
Since v,y =1 —v,p, support probabilities sum up to 1 and there is no abstention
(Lindbeck and Weibull 1987).

Now, we consider the case where the resource shortage € > 0, i. e., the disad-
vantaged are relatively less politically effective. The support probability for party j
among the disadvantaged changes to

vy(p)) = Fug(p)) = ug(p_y) — €] (A7)

Both parties A and B again face the same maximization problem as in Eq. (A.3) with
a support probability v, as in Eq. (A.7). Therefore, we still have equilibrium tax
rate proposals p, = pp = p* and a utility differential A = 0. The first-order condi-
tion now denotes

ou,
op;

0 _ ouy,
n,f(0) —ndf(—e)a- (A.8)

J

so that in equilibrium, we have a tax rate proposal p* which must satisfy

Jau,

n —

“op’ _ f(e€)
— = A.
n 2 1O A9

As the density function f(-) is centered around 0, f(e) < f(0) for any value of the
resource shortage e > 0. Therefore, the right-hand side of Eq. (A.9) is smaller than
the right-hand side of Eq. (A.5) in the baseline setting. For Eq. (A.9) to be satisfied,
it is necessary for the left-hand side to decrease as well. Since utility of advantaged
voters u, is decreasing in the tax rate p; and utility of disadvantaged voters u, is
increasing in the tax rate p;, p; I,nust be smaller compared to the case with politically
equally effective voters, i. e., p* < p*.
Support decisions of the advantaged remain unchanged
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1
Vaa = FIO0] = 2 = vgp. (A.10)

whereas support of the disadvantaged now equals
1
vdA:F[—e]:l—F[e]:vdB<§. (A.11)

Since vy, + vz < 1, there is a positive abstention probability 1 —v,, — v,z among
the disadvantaged. O

Proof to Proposition 2 We consider the case where party C is a populist challenger.
That is, we have a party bias f;~- = 0 for all advantaged individuals i € {a} and a
party bias f,- > 0 for all disadvantaged individuals i € {d}. Then, the challenger
party C maximizes its objective function

Ve =n,[1 = 2P [u,p) = A] | + 1y [1 = 2F [us(pe) + Bic = &+ €] + (Flel = Fl=e]) @luc(pe) = €]

(A.12)
w.r.t. the tax rate proposal p..
Based on Eq. (A.12), party C’s optimal tax rate pzﬁ must satisfy
du,
H“W _ fuy(pe) + Bic +€) + (F[€] - F[—e])d’(ud(l’c) —€) — e (A13)
ny 2 Flupe)) o
dop”

From Eq. (A.13), it follows that

dde _ F'Wype) + Bic + €) + 2 (©)luy(pe) = €) + (Flel = Fl=el)¢' u(pc) = )
de Fu(pe)) '

(A.14)

While S uy(pe) + Bic +€) is always smaller than 0,
2f(e)puy(pc) — €) + (Fle] — Fl—€])¢' (uy(pc) — €) can both be larger or smaller
than 0, depending on the exact parameter values, meaning that the weight assigned
to the marginal utility of disadvantaged voters A first increases, then decreases in
the resource shortage e.

The new objective function for parties A and B is

Vap =n,F [A - ”a(Pc)] +n,F [A —e—uy(pc) — ﬂic] - rr[z)ax!. (A.15)

Parties A and B have identical maximization problems in Eq. (A.15) so that they will

choose the same policy strategy in equilibrium. Maximizing their support w.r.t. the
tax rate p; yields the first-order condition

Fluglpe)) e

n u -_—

a\’'C ap

]

7]
= ”df(”d(l’c) +fic+e) %- (A.16)
j

and hence an optimal tax rate proposal pj‘”B which satisfies
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ou
n,—wr
sy fluy(pe) + Bic +€)

2 = dap < Acs (A.17)
ndﬁ Su,(pe)

From Eq. (A.17), it follows that

a’lA,B _ f’(”d(Pc) + fic +¢€)
ae f(ua(pc))

Proof to Proposition 4 Due to the fact that parties A and B follow the same policy
strategy in equilibrium, all voters support one of the two established parties with
equal probability, v, = v,z and likewise v 4 = v5. As outlined above, the probabil-
ity of an advantaged individual supporting either A or B is

<0 (A.18)

Voa = Fl=u,(pco)l =1 = Flu,(pc)] = v p. (A.19)

Consequently, v, =1 = v, 4 —v,p = 2F[u,(po)] — 1.
Support for the three parties among the disadvantaged now equals

Vaa = Fl=(uy(pe) + Bic + €)1 =1 = Flu,(pe) + Pic + €] = vy

<1=2F[uy(pc) + Bic + €] + (Flel — F—€])@uy(pe) — €] = vy
(A.20)
Moreover, there is a positive probability (F[e] — F[—e€]) (1 — ®[u,(p¢) — €]) that
voting for neither party pays off for a disadvantaged individual and that the respec-
tive individual will abstain from political decision-making.
Because of their identical policy strategies, parties A and B equally share their
expected support, leaving each with a total of

V, =05 [naF[ua(pC)] +n, Fluy(pe) + P + e]] -V, (A21)

Party C’s expected total support is

Ve =n,[1 = 2F[u,(po)l] + ng[1 = 2F(uy(pe) + Bic + €] + (Flel — Fl—e]) @luy(pc) — €]
(A22)
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