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Partisanship is our great curse. We too readily assume that everything has two sides and that it

is our duty to be on one or the other.

James Harvey Robinson (American historian, 1863-1936)

1 Introduction

Consistent with the above quote, voters do not like partisan politics Yet, partisanship has been on the
rise: as|Poole and Rosenthal (2007), McCarty, Poole and Rosenthal (2006) and others have extensively doc-
umented, voting in the U.S. Congress can largely be reduced to a single dimension which mirrors party
affiliationand polarization has been steadily increasing since the 1970s. The phenomenon of elite polariza-
tion is neither exclusive to the U.S. (Goldberg and de Vreese, 12020) nor is it confined to moral or cultural
issues or policies where voter preferences naturally vary with, e.g. socio-economic status, race, gender, or
religion. Partisan politics are observed even when there should be a general agreement among the electorate
on issues such as crime, corruption, or foreign policy.In the U.S. Congress, for example, support for the
president on matters of foreign policy and defence has largely been along party lines ever since the Vietnam
War (Meernik, 1993).

Why, then, do officeholders consistently choose the same partisan and persistent policy approaches, even in
the face of changing circumstances, especially when voters indicate such strong preferences for compromise
and flexibility in their representatives? The present paper seeks to provide a novel perspective on this
question. Using a simple dynamic model that ties observable characteristics of political representatives to
voters’ expectations, we show that political elites adopt a partisan policy and stick to it, simply because
voters’ ezpect them to. Referring back to the above quote by James Harvey Robinson, it is the assumption

of partisanship that generates it in the first place.

We consider a simple dynamic model where office holders have information on an underlying state that
determines the efficacy of policy alternatives, while voters do not. Voters form expectations about a) which
policy candidates are likely to implement once in office and b) which policy is most likely to succeed. To
develop our argument in the strongest manner possible, we assume that everyone, candidates and voters
alike, derive the same utility from the policy measureldq Hence, candidate identity (partisan affiliation,
historic voting record, gender, geographic location) is payoff-irrelevant. Nevertheless, we show that candidate
identity matters: different office holders adopt a different partisan policy and maintain it over time. The
argument is one of self-fulfilling expectations and runs as follows. Suppose voters associate different policy
alternatives with different parties or ideologies (there is a ‘liberal” and a ‘conservative’ policy) and connect
those with the identity of the candidates in their expectations on they will act once in office: they assume that
candidates remain ‘true to their colors’ in implementing the respective policies affiliated with their party
or ideology (historical voting record). Given these expectations, voters have a straightforward incentive

to elect the representative whose perceived partisan policy (ideology) corresponds to what they think is

LA recent (2024) Gallup poll finds U.S. Congress approval ratings to be at a historic 13 percent low, with “party grid-
lock/bickering/not compromising” cited as the number one reason for disapproval.

21t should be emphasized that our insight also applies to partisan issues and preferences. There already is extensive literature
on these types of settings, however, which provides a range of complementary explanations for why candidates diverge in
platforms and voting records. We refer to this literature in more detail below.



in their best interest based on their current information. We show that this effect induces candidates to
act partisan, i.e., according to their observed identity, in the first place. The specific motivation is one of
signal-jamming: an incumbent who sticks to her partisan policy avoids revealing that current circumstances
would favor her opponents’ partisan position, making her re-election more likely if voters expect partisan
behavior in the future.By implementing her partisan policy even in states where it is suboptimal, a sufficiently
office-motivated incumbent rationally demonstrates confidence that present circumstances warrant her policy
choice. A lucky policy outcome will cement the electorate’s belief and improve electoral prospects in the next
election. The result is political failure in the sense that the equilibrium partisan policy outcomes are payoff
dominated for the electorate. Thus, the model can explain policy bias and divergence based solely on the fact
that voters perceive policies to be ideologically tinted and exzpect candidates to act partisan. Both sides are
caught in a ‘partisan trap’ of self-fulfilling expectations: because voters expect the ideology of office holders
to determine their political actions, an official’s (re-)election chances will vary with his or her perceived
ideology. In their desire to influence the outcome of the election, these expectations induce the officials to
act partisan. As we our stylized framework highlights, the issue itself can be perfectly non-partisan, meaning
that neither voters nor politicians have to display any intrinsic preferences for either policy: a leader need
not be ‘true believer’ to be partisan. Instead, partisan identity is purely a social perception or label based
on observable attributes such as gender, electoral district, or party affiliation. Since a candidates’ stance on
other issues is one of those attributes, the model also generates issue bundling: a politician who is strongly
pro-life may also have an incentive to campaign against government-provided health care for no other reason
than voters’ expectations tying the two issues together. Finally, because incumbents will tend to enact
partisan policies independent of the prevailing state in equilibrium, our model also implies policy inertia:

despite new circumstances, inefficient policies are likely to persist.
Related Literature.

Our model is highly stylized and as such, cannot possibly account for the observed richness of partisanship
in the U.S. or elsewhere. Indeed, there is considerable literature on why elite polarization emerges in the
first place and why it may increase over time, which we survey below. We seek to complement this literature

by illustrating that voters’ expectations of partisan behavior can be self—fulﬁllingH

Specifically, our results add to the body of research studying political conflict among candidates and polariza-

tion. Factors that have been identified as contributing to policy divergence include the multi-dimensional is-

sues (Ansolabehere and Snyde ,M), politically motivated candidates Besley and £Zoatg| (IM), Osborne and Slivinskj
(@)

, valence advantages (Aragones and Palfrg;zl, M; Buisseret_and Van ngldgﬂ, 2!}25), rent-seeking of-

ficeholders , ), party discipline i, ), and incomplete infor-

mation among candidates or VoterﬂThose explanations generally build on preexisting differences in policy

preferences among candidates or voters.

There is a small literature on how polarization emerges in non-partisan settings. |Ashworth and Bueno de Mgﬁquitg

) show that candidates take partisan stances to soften competition in other dimensions such as cam-

paign spending. In i i (|2QO§) candidates diverge to increase future (self-)commitment

SFor a discussion of the large empirical literature on elite polarization and further references, see e.g.

[McCarty, Poole and Rosenthal (2006).
4See e.g. [Callandel (M), Castanheird M), Kartik and McAfed (m), (@)



to invest in the quality of their policies. IHm@lL_Kr_a@a_am_ﬂﬂml]' (lZQZd) show how preference differences

over the value of a long-term public project can generate political conflict even if everyone agrees on project

implementation. In lIzzo, Martin and g}allandgﬂ (2!223), policy-motivated parties develop ideologies that af-

fect what voters infer from observed outcomes. Winning the ideological contest thus confers a long-term

advantage and polarization always occurs. |Dmud_a,_a.nd_meﬂJ (IZQld) consider (legislative) bargaining when

the previous agreement becomes the next status quo, and show that this exacerbates the players’ conflict

of interest (polarization), resulting in gridlock. Finally, ICallander and Carba jad 21!2j) note a strategic in-

centive for parties to diverge when voter preferences change with voting behavior; a feedback loop emerges

with (progressive) polarization among both elites and the electorate that matches many aspects of observed

polarization trends.

The idea that elected officials may take distortionary actions to prevent voters from learning has been explored

in previous work. |Aghion k dZDﬁ) investigate optimal tenure and term limit mechanisms in a

model where incompetent leaders seek to hide their type by taking uninformative (conservative) actions.

In mmmmmﬂu@mbﬁd (IZQlj), the success of a policy serves as a signal of the

incumbent’s quality, and the signal depends on the effort she put into implementing the policy. They show

that higher effort (higher effective electoral accountability) can lead to less informed re-election choices
and decreased welfare when politicians’ actions and characteristics are local substitutes. Our argument
is also related to, but distinct from, existing work on political signalling and policy failures in scenarios

where politicians are better informed than voters. |Heidhues and Lagerléi* (Imﬁ), Maskin and Tirglgl (IMA)

) |Q&]_]andﬂ| (lZD_Oé) and more recently Mﬂﬂllmwdﬁd ) consider models where

candidates ‘pander’ to public opinion, ignoring socially valuable information that goes against the ex ante

preferred action of the majority.

Finally, the self-fulfilling nature of the partisanship equilibrium is reminiscent of theories that were developed
to explain bubbles in financial markets , ) or persistent booms or recessions in the macroeconomy
(e.g., , ). The latter literature, in particular, studies rational expectations equilibria in which
outcomes are perfectly correlated with non-fundamentals, i.e. ‘sunspots’ (see|Azariadis and giugsngrié, M;
Cass and Shgli, M) In our model, voters associate a candidate’s identity — ethnicity, gender, geographic

residence, prior voting record or party affiliation — and the policy that they expect the candidate to pursue

once in office. This association is arbitrary because it is not based on payoffs and is the driving force
behind the self-fulfilling partisanship that emerges. In a sense, therefore, candidates’ identities are similar

to sunspots that pin down expectations.

2 The Model

2.1 Basic Framework

We consider an infinite-horizon economy in discrete time, populated by a representative risk-neutral consumer-
voter whose period-t payoff v; stochastically depends on the state of the economy s; and the policy choice
a; of an elected official. For simplicity, we assume that the policy decision is binary, a; € {b,r}, with policy

alternatives ‘red’ (r) and ‘blue (b) respectively.Without loss of generality, we also assume that the underlying



state is binary, s; € {b, 7}, and that it is optimal to match the policy to the state. Specifically,
v(at, s¢) = v with probability 1 if a; = s¢

ith babilit
v(at,st):{v with probability m if a, £ 50,

0 with probability 1 —

Thus, if the policy choice aligns with the state, the policy is successful with probability oneH The represen-
tative citizen-voter knows the set of feasible policies but is uncertain about the underlying s;, which evolves
according to a stationary, persistent Markov process with Prob{s;11 = st} = v > % His expected utility in
tis B Z;io B (a4, se+5) where 8 < 1 is the discount factor.

The voter elects an officeholder in each period, who selects and implements the policy alternative a;. Unlike
voters, politicians observe the state s. An officeholder’s informational advantage may reflect their greater
expertise, better access to resources, or their greater incentive to acquire information] There are two observ-
able types of politicians, a ‘blue’ politician B and ‘red’ politician R. We interpret the type ¢ € {B, R} as
politicians’ party affiliation, but any other observable characteristic such as their gender, their home district,
or their observed position on a different (unrelated) policy issue would work equally well. Politicians derive
the same utility from the policy a as their constituents, regardless of type i. The issue is thus entirely
non-partisan and, a priori, a politician’s type is completely unconnected to policy choice. As we will see,
though, a connection emerges in equilibrium, justifying our related notation for policy labels and candidates’
types. In addition to policies, politicians derive utility from a rent ¢ > 0 that they receive while in office.

The utility of an i-type incumbent in period ¢ is
uy = v(ag, s¢) + ¢. (1)

Once defeated, a candidate never returns to holding office; instead, the current officeholder faces a new

challenger in the subsequent election. When not in office, politicians receive a continuation utility of zero

The timing of the period ¢ game is as follows. First, elections are held in which the representative voter
decides whether to re-elect the incumbent or to replace him with a challenger with a different party affiliation.
Then, nature draws s;, which is immediately revealed to the officeholder but not to ordinary citizens. Next,
the officeholder enacts a policy alternative a(t) and payoffs are realized. Having observed whether the policy

was a success (v; = v) or a failure (v; = 0), voters update their beliefs, and a new period begins.

Equilibrium. We restrict attention to pure strategy, stationary, and symmetric Markov perfect equilibria; in
particular, players use the same strategy for any history that results in the same payoff relevant information.
For the electorate, the latter can be summarized by its belief u; about the state at time ¢t. A strategy for a
representative citizen-voter specifies the probability P(u;) € [0,1] with which the incumbent in place at the

end of ¢t — 1 is re-elected, based on beliefs p; at the beginning of the period (we will see below that we can

5The simplifying assumptions of our model are made for analytical convenience only. In particular, the results that follow
do not hinge on the fact that the decision is binary or that a failure perfectly reveals an inefficient policy choice. Similarly, our
conclusions would be qualitatively unaffected if we introduced a small probability that voters observe the state of the world at
the end of each period. Details are available from the authors upon request.

6See e.g. [Kessler (2005).

"Thus a politician does not benefit from the legacy of policies that her successor enacts. Under the alternative assumption
that politicians remain policy-motivated after having been ousted from office (that is u! = w(at, s¢)), our results remain
qualitatively unchanged.



define y; independent of i). When voters are indifferent between incumbent and challenger, we assume that
either stands an equal chance of (re-)election. A strategy for a type-i incumbent a’(y, s¢) maps the current
state s; into a policy choice a; € {b, 7}, given voter’s beliefs p; which together with the success of failure of
the policy determine py41. In equilibrium, strategies must be mutual best responses and beliefs along the
equilibrium path evolve according to Bayes rule. Off equilibrium, we will use well-known refinements to pin

down beliefs.

2.2 Equilibrium Analysis

In what follows, we use the term non-partisan politics to characterize the within-t optimal policy choice, i.e.,
the officeholder implements a; = s;, regardless of her type ¢. Partisan politics, in contrast, involve politicians
selecting the alternative that corresponds to their identity instead, i.e., a? = b in state s; = r and af* = r in

state s; = b.

2.2.1 The Non-Partisan Equilibrium

As a benchmark, we first construct an equilibrium in which officeholders choose efficient policies in every
period t. Suppose an incumbent’s strategy is al = s; in every period t, , irrespective of i or electoral beliefs
. Since both types of politicians always ‘do the right thing’ and implement identical policies, voters hold
no preference for the incumbent or the challenger. Hence, they (re-)elect either with probability 1/2. The

officeholder now strictly prefers the non-partisan (efficient) alternative because
» 1 » 1
Viar=si) = v+ ¢+ 5 BE[V(ser1)] > Viar # st) = 10+ ¢+ SBE[V (se41],
for any m < 1, irrespective of type i.

We can thus conclude that non-partisan politics and an electoral rule that assigns equal election chances to
incumbents and challengers in all periods form a Markov perfect equilibrium. This equilibrium has the highest
payoff to the electorate (though not necessarily to the incumbent, see below). Moreover, since implementation
of an efficient policy alternative perfectly reveals s;; the only uncertainty about the underlying economy stems

from the Markov process governing s;.

Proposition 1. [Non-Partisan Equilibrium] There always exists an equilibrium in which elected officeholders
act non-partisan and are re-elected with probability 1/2. In this equilibrium, voters have full information about

the prevailing state following the policy choice in each period, and receive the highest possible utility.

While the non-partisan equilibrium always exists, it is not the only possible outcome. As the following
section demonstrate, partisan politics can be supported in equilibrium and may yield a higher payoff for

incumbents.

2.2.2 The Partisan Equilibrium

To simplify notation, let M; denote a situation where the period ¢ state ‘matches’ the observed identity of the

incumbent standing for re-election in ¢.Similarly, let m; denote a ‘mismatch’ between state and incumbent



identity in ¢t.Now define the electorates’ beliefs p; as the probability it attaches to the M; in ¢. Under partisan
politics, voters will observe sure success in state M; and success with probability = in state m;. Along the

equilibrium path, beliefs u; are therefore

Ht+1 = YPr(Mi|ve) + (1 — ) Pr(mqlve)
: 1—py)m : _
B T (e e () P S RV 2)
1— Y if UV = O,

noting that Pr(m;|lv; = 0) = 1 and that the state switches (persists) with probability 1 — ~ (7). Since
partisan policies reveal no new information about the current state, the electorate only learns by observing
whether the policy has been successful or not. A success reinforces beliefs in M, p1 > py due to vy > 1/2
and m < 1. Failure, in contrast, indicates that m has occurred with certainty and beliefs start at their lowest
possible value 1 — v < 1/2. Off the equilibrium path, i.e., when the electorate observes a non-partisan policy
aP =1 or af' = b, we impose the natural assumption that a mismatch occurred so p;41 = 1 —7 (unless v = 0
in which case the state must be M). This belief is also the unique out-of-equilibrium belief that satisfies the
concept of equilibrium dominance on which the Cho & Kreps intuitive criterion is based. In an extension of
the model discussed below, we introduce a small modification to ensure that office holders implement both

alternatives with positive probability in equilibrium and show that the conclusions are unaltered.

The optimal citizen-voter strategy is now straightforward. Since candidate’s identities match their policy
choices given the incumbent’s assumed equilibrium strategy of partisan politics, it is strictly optimal to
re-elect the incumbent if the odds of a matching state are greater than even (u: > 1/2), and elect the
challenger otherwise (u; < 1/ 2)@ The only other possibility would be that the voter deliberately disposes of
an incumbent for beliefs y; > 1/2 in order to ‘experiment’, i.e., get more precise information about the state
through a likely mismatch. This can never be optimal, however, since the most precise information voters
can hope for happens if the policy fails, in which case they would even be more convinced that the current

incumbent was the best choice (and not re-electing her was a mistake)H

Turning to officeholders, note first that it is strictly optimal for an incumbent to implement the efficient
policy a; = s in state My, i.e. if s = band i = B or s; = r and i = R: the period-t payoff is higher and
re-election is guaranteed. If identity does not match the state (m;) there is a trade-off: implementing the
inefficient partisan policy results in certain re-election if successful (due to pr1 > py > 1/2) while deviating
to the efficient non-partisan policy reveals the non-match and forgoes electoral success as voters have a strict
preference for the challenger in this case. That rational voters should not reward efficient, non-partisan policy
choices in equilibrium may seem counter-intuitive at first but it is strictly optimal, given they (correctly)
update their beliefs and anticipate subsequent partisan play. Further, since voters are perfectly informed
about politicians’ types (in particular, there are no ‘partisan’ or ‘non-partisan’ types), incumbents cannot

‘signal’ an increased likelihood that they would play non-partisan in the future by deviating.

Off-equilibrium, it is possible that an incumbent finds herself in office even though p: < 1/2. For u; is low

enough, even a lucky draw with the partisan policy would then not convince the electorate that next periods

8We can ignore p¢ = 1/2 as it is only possible in ¢t = 0 from (@)).

9Put differently, the electorate’s beliefs y~ 1/2 would simply be reinforced if the partisan policy of the challenger goes awry.
In the unlikely case of success on the other hand, the resulting belief is less precise than the one that would have resulted from
having the appropriate candidate successfully implement his partisan policy. A formal proof of this argument is available from
the authors upon request.



state is a likely match, i.e., v; = v does not imply p¢+1 > 1/2. In such a situation, a mismatched incumbent
would strictly prefer the non-partisan policy, since defeat at the polls is always certain, and the voter is

indifferent between candidates. To keep our analysis focused on partisan behavior, we assume
]_ —
r<—2 (A1)
0

to ensure that by acting partisan, incumbents are able to improve their re-election chances by a sufficient
margin even in the worst case where they were erroneously elected for u; = 1 —~y. Under (Al), a success
guarantees re-election irrespective of beliefs y;. Incumbents’ value functions then only depend on m; or M,.
Given the optimal electorate’s strategy, and exploiting stationarity using (1)) gives
V(M) =v+¢+ V(M) + (1—7)V(m) (3)
and  V(m)=mv+¢+a8[yV(m)+(1-7)V(M),
The payoff from the efficient non-partisan choice in the unmatched state is v + ¢. Comparing this payoff to

V(m), the partisan choice dominates if and only if the expected future value from remaining in office exceeds

the short-term gains from the efficient policy,
prlyVim) + (1 —y)V(M)] > (1 - mo. (4)
Using (@) we can explicitly compute V(M) and V(m) to read
V(M) ={[1 = pr(2y = D]v+¢[1 = v+ (1 —ym)]} /D
V(m) ={[1 - B2y —1D)]7v+¢[1 - By+Br(1—7)]} /D
where D = 1 — By(1 + 7)) + 8?m(2y — 1) > 0 Vy > 1/2Note that V(M) — V(m) = (1 — 7)(v + B¢)/D > 0
with V(m) — V(M) as m — 1 as expected. Substituting for V(M) and V(m) in () yields

vt Be 1= By(1+m)+ B2y — 1)
v m(1-p(2y-1))

(A2)

Thus, and not surprisingly, partisan behavior is more likely to arise whenever the future value of holding
office (¢) is high or the opportunity cost of partisanship (v or 1 — 7) is low. Assuming candidates are very
patient (8 — 1) for example, ([A2)) holds for every value of ¢, v, and ~y if m > % Figure 1 in the appendix
illustrates the (7, v) parameter space for which conditions (ATl) and ([A2) hold.Is shows in particular that that
a more persistent state is not conducive to partisan behavior. The intuition here is that since the incumbent
faces the trade-off between re-election and efficiency only if the state is unfavorable, a more persistent state

lowers the chances that the partisan policy will become efficient in the near future.
We summarize the discussion in

Proposition 2. [Partisan Equilibrium] For parameter values that satisfy conditions (A1) and (A2), a
Markov Perfect Equilibrium exists in which elected officeholders act partisan. In this equilibrium, politicians
are re-elected with probability one if their implemented policy was a success and face certain defeat if it was
a failure, and voters receive no information about the prevailing state from the choice of policy (other than
ex post from its success or failure).

The partisan equilibrium is more likely to exist whenever the motive of office holding is strong (¢ high), the

environment is volatile (v low) and whenever inappropriate policies are unlikely to fail (m high).



It is important to contrast the equilibrium behavior in Proposition Bl to the well-known danger of office-
motivated representatives ‘pandering’ to public opinion, as in e.g. Maskin and Tirole (2004), (Callandex
(2008), and Morelli and Weelden (2013). In our framework, incumbents have no incentive to follow the most
popular course of action. Instead, they insist on maintaining a partisan policy so as not to reveal that ‘times

have changed’.

Specifically, the blame for the policy bias can be squarely laid on partisanship as a (social) perception of
likely behavior. Voters ezxpect politicians with different party affiliations to select different policies when in
office and, if re-elected, to continue to pursue those policies in the future. The anticipated partisanship causes
voters to strictly prefer the candidate who they affiliate with the policy that is most likely to succeed, induce
incumbents to act partisan in the first place with the objective to jam the electorate’s inference problem.
In equilibrium, the electorate’s expectations are self-fulfilling. Voters and representatives are caught in a
partisan trap: because voters expect the ideology of officeholders to determine their political actions, an
official’s (re-)election chances will vary with her partisan affiliation. In their desire to influence the outcome
of the election, officials act partisan to demonstrate confidence in circumstances that warrant a policy that

- in the eyes of voters - is associated with their identity.
Properties of the Partisan Equilibrium

Since a partisan policy choice does not vary with the underlying state, the model implies inefficient policy
persistence: along the equilibrium path, a given policy is maintained to conceal any change in circumstance,
until failure prompts voters to oust a politician from oﬂice Moreover, incumbents who ‘stick to their
political colors’ and enact inefficient policies do not experience lower election chances. To the contrary, an
officeholders chances of winning another term in office are strictly higher than in the non-partisan equilibrium

(see appendix for a formal proof).
These observations are summarized in

Proposition 3. In a partisan equilibrium.:

a) voters receive strictly less utility than in the non-partisan equilibrium [Policy Failure]

b) incumbents’ policies do not vary with the current state and in the long run, policies are less likely to

be changed than would be efficient [Policy Inertia], and

¢) the long run probability that an incumbent wins another term in office is strictly greater than one half

[Incumbency Advantage].

The last part of Proposition 3 trivially implies that because of the continued accumulation of office rents,
an incumbent’s expected payoff in the partisan will exceed her payoff in the non-partisan equilibrium for
sufficiently high value of 7, ¢, or 5. While voters thus always strictly prefer non-partisan play, officeholders
often prefer partisan politics. The findings of policy persistence and incumbency advantage distinguish our

framework from many other models of polarization and are consistent with what we observe in democratic

10The policy inertia in the model is thus different from [Coate and Morrid (1999) where it stems from a struggle between
interest groups and the public at large. Instead, inefficiency through inertia is similar to the inefficiency through inaction that
has been identified in a signal-jamming framework by |Aghion and Jackson (2016). In general, of course, policies can also be
inefficient if they are too volatile (see e.g. [Battaglini, [2014).



two-party systems. A plethora of studies of evidence on the US Congress in particular show positioning
and polarization along party lines (McCarty, Poole and Rosenthal, 2006) and that, once elected, members
adopt a consistent ideological position and maintain it over time (Poold, |2007). In spite of (or perhaps even
because of) their stubborn behavior, re-election rates for senators and House members are regularly above

80 percent.

A notable feature of the partisan equilibrium is that each candidate (despite identical preferences) pursues
a distinct policy, which is the socially optimal policy only for a specific distinct state. The one-to-one
correspondence that emerges between the identity of the politician, her policy choice, and the state in which
the policy is optimal justifies our notation choices: without loss of generality, an J-type candidate sticks to
policy j in equilibrium. At the same time, how voters tie the identity of politicians to expectations about
their future policies is based on observable characteristics that are payoff irrelevant, similar to ‘sunspots’ in
macroeconomic models of business cycles. Looking at our economy from the outside, one would conclude
that candidates either have different ideologies (their policy choices are fixed and inefficiently unresponsive to
changes in the economy) or separate world views (e.g. they believe that the state is always blue and choose
their policies accordingly). Neither conclusion is correct because incumbents are not true believers. Instead,
their partisan stance is purely rooted in expectations based on identity: if voters expect a female Democrat
from California to always support ‘big government’, then this is what she will do when in office. Interestingly,
since the observable candidate characteristic can also be a declared preference over unrelated policies, the
model can also provide a new perspective on issue bundling: if the electorate knows a candidate to be pro-life
and against gun-control, and for that reason expects her to favor lower taxes, then these expectations can
be self-fulfilling. Issue bundling occurs not because candidate’s preferences are bundled, but because voters’
expectations tie candidates’ policy intentions to their observed characteristics (their position on other salient

issues).

3 Robustness

One possible misgiving against the result in Proposition 2 is that nonpartisan politics is never observed on
the equilibrium pathl| If voters unexpectedly see an officeholder act non-partisan, we have assumed that
they infer that the state must be unfavorable to her ideological position. As a result, it is strictly optimal to
elect the opponent in the next election given they expect continued partisan behavior from the officeholder.
These expectations are pinned down by the definition of a Markov Perfect Equilibrium, but because they are
critical to sustaining partisan play and occur off the equilibrium path, one may wonder whether the above

reasoning continues to hold if non-partisan policies are sometimes observed in equilibrium.

While purposefully kept our model very simple to isolate the role of self-fulfilling expectations, it is straight-
forward to extend the model to allow for non-partisan policy choices on the equilibrium path. Suppose in

particular that the likely consequences of the wrong policy choice 7 are stochastic, i.e., sometimes imple-

11 Another objection would be that voters benefit from non-partisan policies. This argument ignores that politicians gener-
ally do not. Moreover, non-partisan politics are fragile in the sense that they cannot survive if citizens’ expectations about
officeholders’ behavior are subject to (small) uncertainty: it is easy to see that if the electorate puts some positive probability
€ on partisan choices, it always has a strict incentive to match the identity of the officeholder to the likely state, breaking the
indifference and generating the same incentive to play partisan, even if € is very small.



menting the wrong policy is more damaging than other times. Clearly, if the prospects of the partisan policy
are sufficiently dim (m; sufficiently low), officeholders will implement the efficient (non-partisan) policy in ¢,
regardless of its effect on re-election. Voters observing non-partisan play on the equilibrium path eliminates

out-of equilibrium beliefs and the need to assume a specific refinement to pin down those beliefs.

For simplicity, assume 7; is drawn i.i.d as follows: in each period t, it is either m > 0, as before, or zero. The
latter case captures a situation where it is very important to pick the right policy because inefficient policy
choices never succeed. To fix ideas, we will refer to such a period as a ‘crisis’. Let € > 0 be the probability
of a crisis in ¢, independent of s;. A normal period with 7 thus occurs with probability 1 — e. Assume
officeholders learn s; and m; once elected, before choosing a; and that voters do not observe 7rt Since a
crisis does not persist, voters’ beliefs over m; are the same each period, and we can w.l.o.g. condition the

election probabilities exclusively on the belief over the state u;, as before.

Turning to equilibria, observe first that the non-partisan equilibrium still exists since deviating to a partisan
policy is even less attractive in a crisis. As in the baseline model, though, a partisan equilibrium where
politicians act partisan in normal times and non-partisan in a crisis is also supported. To see this, suppose
consider a blue officeholder in a crisis period. A partisan policy a; = b will surely fail while the non-partisan
choice a; = r is successful for sure. For anypu;41 therefore, non-partisan politics are strictly optimal in a crisis.
Observing a; = r, the electorate rationally infers that s; = r and that a crisis occurred. Given incumbents
play partisan in normal times, the optimal response to either policy failure or non-partisan policy choice is
still to not re-elect the incumbent, however. In normal times, on the other hand, office holders whose policy
was successful are optimally be re-elected for the same reason as above: voters correctly infer that either the
officeholder’s identity matched the state or that a mismatch happened but there was no crisis, but beliefs

remain favorable.

As before, we avoid possible multiplicity of equilibria by imposing parameter restrictions ensuring that elected
candidates implement the partisan policy, even off equilibrium path when they erroneously find themselves
in office and success would guarantee re-election, similar to (AJl). Since the partisan policy is less often
implemented than in the base model, however, observing a successful partisan policy now contains more
information and therefore has a larger effect on the posterior belief, increasing the respective parameter

space. Specifically, (A1) becomes
S Gk (AL)
(1 =)
Next, let V(M) be the value function of an officeholder whose identity matches the state and V(m) be
the value function of an officeholder whose identity does not match the state in a normal period (m; = 7),
assuming players follow their equilibrium strategy. Because the non-partisan policy is chosen in a crisis, the

payoff of the incumbent who finds herself in a crisis period is simply v + ¢. We have

V(M) =v+ 6+ 8 [7V (M) + (1 =) (L= OV (m) + (v +9))] (5)

and  V(m) =rv+ -+ 78 [y (1= OV (m) + (v + ) + (1= V(M)

where the value functions are now slightly modified to account for the additional uncertainty induced by 7.

120ur qualitative argument remains valid as long as there is some residual uncertainty with regard to m¢.

10



The partisan choice in a normal period is thus optimal if and only if V(m) >v+¢or

By (=P m) +ew+0)) + (1 =NV AD] = (1 = 7). (6)

In the appendix, we show that (@) is satisfied under the same condition as before, i.e., (A2)) is unchanged.
This result is very intuitive: assume for the moment that (A2)) is satisfied with equality. Then, the incumbent
is indifferent between implementing his inefficient partisan policy and the efficient one in a normal period.
Her payoff in this case is also identical to the payoff she received in a crisis period, where the efficient policy
is implemented and electoral defeat is certain, namely, v + ¢. Since the value in a state m equals that of
the base model, and the strategy in a state M is unchanged, V(M) remains as in section as well.
Hence, the same parameter values satisfying (A2)) and hence ) with equality will satisfy (6) with equality.
Now suppose ([A2) holds with strict inequality, which means playing partisan becomes more attractive in the
base model. By the same argument, this implies that partisan behavior in a normal period becomes more
attractive, V(m) > v + ¢, implying an incumbent would prefer to implement the partisan policy whenever

Ty = T.

Proposition 4. Under (ATl and (A2), there exists a Markov Perfect Equilibrium in which elected office-
holders act partisan in normal times and non-partisan in times of crisis. In this equilibrium, politicians are
re-elected with probability one if their implemented policy was a success and face certain defeat if it was a

failure or if they implemented the non-partisan policy.

In summary, we find that allowing for uncertainty over m; generates non-partisan politics along the equi-
librium path but does not destroy the self-fulfilling nature of partisan politics. Intuitively, if the electorate
is uncertain about the prospects of inefficient policies, it expects elected officials to sometimes to be non-
partisan. Upon observing a politician who abandoned his partisan identity, the electorate assumes that the
incumbent has been forced to abandon his partisan stance because the conflicting evidence was too strong;
they (correctly) do not interpret this behavior as a sign of ‘honesty’ and therefore do not draw inferences re-
garding the politician’s future strategy. Finally, observe that the partisan equilibrium continuously converges

to the equilibrium in the basic framework as ¢ — 0.

4 Concluding Remarks

This paper proposes a new insight on partisanship. We have shown that there are circumstances under
which elected officials may adopt ideologically opposed positions for no reason other than the electorate
expects them to. In equilibrium, voters’ expectations are self-fulfilling and result in inefficient policies even
in areas where everyone should agree on optimal courses of action. A ‘partisanship trap’ emerges because
voters associate alternative policy measures with candidates’ characteristics (party affiliation, gender, voting

record), and expect incumbents to remain true to their partisan identity.

The result is political polarization, policy failure, and policy inertia. Importantly, the latter is not driven by
a fear of appearing incompetent. Rather, in a partisan world, leaders are reluctant to abandon previously
enacted policies and admit that ‘times have changed’ because new circumstances will warrant a new policy

and, therefore, new (partisan) leaders in the eyes of the electorate.
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Since the equilibrium we describe is one of self-fulfilling expectations, one may object to our argument that
it only takes a small shift in voter’s expectations to break the vicious circle of expectations and escape
the partisan trap. This is true, of course. However, it is easy to see how simple extensions of the model
could add robustness to the partisan equilibrium by making it strictly optimal for voters to keep (oust) a
‘matching’ (‘noon-matching) incumbent even in situations where they expect future non-partisan play, e.g.,
if candidates have some expertise in their partisan policy or there is some exogenous probability of partisan
play due to lobbying. Besides, even though equilibria that are self-fulfilling and expectation-driven may be
temporary in nature, they can be relevant in practice, as the literature explaining stock market bubbles and
excess output volatility through sunspot equilibria has shown. While how much the forces similar to what
we identify here matter in practice is an empirical question, we believe that our model provides insights on
why party affiliation or other observable characteristics play a role even if candidates or voters should prima
facie share similar policy preferences, and why candidates promote particular policies even though they are
not ‘true believers’. Instead, perceived partisan identity based on observable attributes can matter even if it
is payoff irrelevant. Notably, a candidate’s position on policy questions other than what is currently on the
table is one of those attributes. The model can thus also shed light on the empirically relevant phenomenon
of issue bundling: a politician who is strongly pro-life, for example, may have an incentive to campaign
against government-provided health care for no other reason than these two issues being tied together in

voters’ perceptions.

Finally, our insight could be fruitfully applied to other settings where leadership and identity are tied together.
While we have cast the discussion within the framework of policy formation in a representative democracy
for obvious reasons, our basic line of argumentation is valid in a broader context: as long as a leader needs
supporters to stay in power and is challenged in his leadership (implicitly and explicitly) on occasion, he will
have an incentive to base actions on his supporters’ expectations. If those expectations are systematically
associated with observable characteristics, living up to expectations can be equilibrium behavior of a current

incumbent in a leadership position, which in turn can result in sub-optimal decision-making.
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Appendix

1.0 A

0.7 1
0.6 1
0.5 1
0.4 +

Partisan E.

Figure 1: Existence of the Partisan Equilibrium in the (v, 7) parameter space. The light and dark blue curves
represent (Al) and (A2), respectively, where the latter assumes parameters v = 3, ¢ = 2, and S = 0.95.
Increasing § and ¢ shifts (A2) down and enlarges the shaded region for which the partisan equilibrium exists,
while increasing v does the opposite.

Proof of Proposition 3

Part a) is trivial. To show part b), define §; € {M, m} with §; = M when a; = s; and §; = m when a; # s;.

r= ()= (ammm ot toml e )

where ¢;; denotes the transition probability from state ¢ to state j. Note that a;+1 # a; only if 5, = m and
vy = 0. Hence Pr(a; # aiy1) = Pr(8; = m)(1 — ). In the non-partisan equilibrium, a policy change occurs

with probability 1 —«. Thus, the condition for policy inertia is Pr(s; =m) (1 —m) <1 —1.

We proceed to show that the long run probability of §; = m satisfies this condition. The (generically unique)
stationary distribution corresponds to the eigenvector which is associated with the unit eigenvalue of T”. It

is f/ = (_12_”27;:_"_:”, 1_;;’ +7T), where the first (second) element denote the probability of 5, = M (§; = m).

The long run probability that m occurs is thus lim; o Pr(5; = m) = 17;7;’” Due to v < 1, we have

(1= ) lim Pr(s, = n) = L= 1=

<1l-—1.
t—00 1—2y—-1)m 7
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Part c¢) now follows because an incumbent is not reelected only in the event of a political failure, which from

part b) we know is less that 1 — -, which in turn is less than 1/2 due to v > %

Proof of Proposition [

Consider parameters for which V(m) > v+ ¢ (e.g., sufficiently high 7). Using (@), this implies

S 1+80-79)
- 1-pBy

Substituting the right-hand side into V(m) from(B) and again using V (m) > v + ¢, we obtain

1+8(1-7)
1— By

Condition (6]) is thus implied if the right-hand side exceeds v + ¢ or

1+8(1—7)
1By

Simple algebra shows that () is equivalent to (A2). O

VM) Zv+6+8 W) +1-Nw+9)] & VM) (v+9)

V(m)>ﬂv+¢+5[(1—7) (v+¢)+v(v+¢)]

B [(1 ) (04 6) +7(v + ¢>} > (- (7)
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