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Abstract

We study a model of popular demand for anti-elite populist reforms that drain
the swamp: replace experienced public servants with novices that will only acquire
experience with time. Voters benefit from experienced public servants because they
are more effective at delivering public goods and more competent at detecting emer-
gency threats. However, public servants” policy preferences do not always align with
those of voters. This tradeoff produces two key forces in our model: public servants’
incompetence spurs disagreement between them and voters, and their effectiveness
grants them more power to dictate policy. Both of these effects fuel mistrust between
voters and public servants, sometimes inducing voters to drain the swamp in cycles
of anti-elite populism. We study which factors can sustain a responsive democracy or
induce a technocracy. When instead populism arises, we discuss which reforms may

reduce the frequency of populist cycles.
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1 Introduction

Modern economies rely upon experienced state bureaucracies to effectively deliver pub-
lic goods and services and competently adjust policy to a changing world. In democ-
racies, voters choose representatives to work with the state bureaucracy and oversee its
operations. But sometimes they elect populist leaders who drain the swamp: replace ex-
perienced public servants with less effective and incompetent novices.! For example,
scholars in public administration and political science have noted how President Trump
“sidelined administrative expertise and scientists in many areas, selecting senior leaders
whose lack of qualification is frequently matched only by their disdain for their organi-
zational mission” (Bauer, Peters, Jon, Yesilkagit and Becker, 2021).2 Draining the swamp
spurs widespread criticism from elite commentators who maintain that bureaucrats are
humble servants of the voters, unfairly dismissed and replaced by less competent novices.
However, outside elite circles, many voters applaud the dismissal of experienced public
servants, arguing that elite public servants are too powerful and their policies disagree
with what voters really need.’

Since draining the swamp is costly for the economy, voters” demand for it is puzzling.
In some cases, voters may indeed become informed that public servants have reported
misleading information and attempted to implement policies that voters did not want.
For example, media coverage of revolving doors between financial regulator offices and
banks in the wake of the Great Financial Crisis fueled widespread mistrust of govern-
ments and demand for change. But in other cases, voters demand the removal of elite
public servants that they do not trust but that, according to expert commentators, are
serving them well. For example, push-back against expert advice at the beginning of the
Covid pandemic was widely condemned as unjustified mistrust of public health experts.

We develop a theoretical framework to conceptualize the forces that create mistrust

!Conservatives, such as Ronald Reagan, also use the expression “drain the swamp.” They mean it as a
call for reducing waste and inefficiencies in the bureaucracy. Populist leaders mean it as a call for a change
of personnel: elite public servants should be replaced by personnel drawn from outside the bureaucracy.

2Moynihan (2021) discuss several high-profile cases. Beyond such cases, President Trump also ap-
pointed Ben Carson to the post of Secretary of Housing and Urban Development, a man without any pre-
vious bureaucratic experience and who stated that having him “as a federal bureaucrat would be like a fish
out of water” (Costa, 2016).

3As reported by Massimo Calabresi in Time magazine, Susan Rose Ackerman’s (Yale Law School) view
on Trump’s war on the bureaucracy is that it is a “war on the core responsibility of the bureaucracy to make
sure the laws as passed are carried out” Yet, “For many of Trump’s followers [it is] exactly what they asked
for [...] “He was given a mandate with the election to go up there and correct and fix Washington and
drain that swamp. That is exactly what I see him doing,” says Janice Westmoreland, 69, of Milledgeville,
Ga” (Calabresi, 2017). More favorable reviews of President Trump’s action notice that “for years, unelected
bureaucrats have been allowed largely unchecked power over the daily lives of Americans. This president
is trying to change that” (Bovard, 2019).



between voters and public servants. We argue that voters need experienced public ser-
vants to effectively provide public goods and competently detect and respond to new
threats and opportunities. However, when threats are uncertain, public servants’” pre-
ferred response may not perfectly align with voters” preferences. For example, voters and
public servants alike may prefer a policy of fiscal austerity when financial instability is
sufficiently likely. But elite public servants pay a relatively smaller cost for such policies
as their jobs are more secure. As a result, compared to voters, public servants may prefer
to enact austerity policies at lower levels of financial instability risk.

In Section 2, we formalize this idea in a dynamic agency model. In each period, the
voter inherits an incumbent agent who is either experienced or a novice that will acquire ex-
perience over time. An experienced agent is both more effective in providing public goods*
and competent: she can detect threats that should be countered by triggering costly emer-
gency policies. From the point of view of the voter, the optimal policy—what we refer to
as the agent’s mandate—is to trigger emergency policies if and only if the agent detects a
threat. However, agents are more hawkish than voters: their cost of triggering an emer-
gency policy is smaller. Whether she detects a threat is an experienced agent’s private
information, but if she triggers an emergency policy, oversight institutions that enforce
transparency (e.g., the media or parliamentary inquiries) may reveal the agent’s informa-
tion to the voter. The only tool available to the voters to avoid a triggered emergency
policy is to replace the agent—to drain the swamp. Draining the swamp may serve to
discipline the agent but is costly for the voter: it replaces an experienced agent with a
novice that will only acquire effectiveness and competence over time.

While our focus is on the rise of anti-elite populism, we believe this model may pro-
vide useful insights in other contexts. For example, our model finds a natural application
in the study of agency problems between a firm’s board and its manager. Like public ser-
vants, managers also acquire firm-specific experience with time. Experienced managers
are both more effective in managing the normal operations of the firm and more com-
petent in detecting opportunities in new markets that fit the firm’s potential and design
products that seize such opportunities. Both the board and the manager wish to seize op-
portunities when they arise but know that attempting to seize false opportunities is costly.
However, the manager’s career is further boosted if she successfully seizes an opportu-
nity, so that, compared to the board, she is more averse to missing a true opportunity than

seizing a false one. When the manager pursues an aggressive policy in new markets, the

“As we discuss later, effectiveness may also include the agent’s performance in any other task—
including responding to other emergencies—in which disagreement between voters and public services
does not arise.



board can choose to fire her (draining the swamp—in our language), but this is costly,
as it replaces an experienced manager with a novice who is both less effective and less
competent and will only acquire experience over time.

We show in Section 3 that our theoretical framework produces two key forces that
determine equilibrium behavior. First, we show that incompetence spurs disagreement: only
sufficiently incompetent agents ever have an incentive to deviate from their mandate and
trigger emergency policies without having detected a threat. In fact, a very competent
agent would detect threats with very high probability, and thus has no reasons to trigger
an emergency policy when she does not detect one. Second, we show that effectiveness
begets power to the agent: more effective agents are more costly to replace and thus need
not to bother with the voter’s threat to drain the swamp.

These two effects drive the conditions that determine which regime arises in the unique
equilibrium we characterize in Section 4. A sufficiently powerful agent establishes a tech-
nocracy, whereby she dictates policymaking at will, independently of the voter’s mandate.
Otherwise, less intense disagreement between the voter and the agent supports a respon-
sive democracy in which the agent always abides by her mandate. But more intense dis-
agreement induces cycles of anti-elite populism, whereby the agent violates her mandate
and the voter drains the swamp along the equilibrium path.

We show that the power of the agent determines which of two types of populist cycles
arise. In informed populism, the voter only drains the swamp when he becomes informed
that the agent has indeed violated her mandate and acted against the voter’s interest.
In contrast, in preemptive populism, the voter drains the swamp with positive probability
even when uninformed. In fact, an expert commentator, able to access and assess the
information available to the agent, would sometimes conclude that the voter is replacing
an agent he does not trust but that is serving him well.

Our theory allows us to shed some light on both the potential reasons for why pop-
ulism is on the rise in the past decades and what, if anything, can be done to mitigate
its frequency and impact. In Section 5 we argue that our model suggests that well-
functioning democracies may plunge into populism as a result of four possible shocks.
A decrease in the competence of public servants, an increase in their hawkishness or in
the frequency of threats all can induce populist cycles by exacerbating disagreement. In
addition, populist cycles may also be brought upon by a decrease in the transparency of
institutions that breaks the trust relation between voters and public servants. We relate
these four shocks to social, political, and technological trends in Western democracies in
the last four decades.

Our model sharpens the intuition that managing populism is a difficult task. We show



in Section 6 that the optimal response depends on several factors, including whether the
size of the shock that induced populism in the first place is reversible. When this is not
possible, a reformer may attempt to at least reduce the frequency of populist cycles in
which voters drain the swamp. In this case the optimal policy depends on whether the
country has plunged into an informed or preemptive populist regime. Reducing the fre-
quency of cycles of informed populism—perhaps counterintuitively—requires reforms
that decrease transparency and select less competent public servants. Reducing cycles of
preemptive populism, instead, requires increasing transparency or selecting less hawkish
public servants. Changing public servants’ competence may instead backfire as it may
both increase or decrease the frequency with which voters drain the swamp. In fact, the
only policy that unambiguously (albeit weakly) reduces the frequency of populist cycles
is a reduction in the underlying cause of the public servants” hawkishness—for example,
by reducing labor protection differences between private and public sectors, or selecting
bureaucrats with preferences that are more aligned with those of the average voter. Thus,
our theory suggests that the most robust remedy against anti-elite populism is the design
of a more inclusive and representative bureaucratic elite, perhaps through the design of
meritocratic systems that favor the selection of personnel from a broader and more inclu-
sive set of socio-economic backgrounds. Finally, our model warns against the technocratic
peril of attempting to solve anti-elite populism by increasing the effectiveness of public
service.

In Section 7 we discuss how our results change (or do not change) when we vary our
assumptions about what the agent cares about and how long it takes her to accumulate
experience. We believe these extensions to be useful in other applications beyond our
main focus on anti-elite populism. Section 8 concludes the paper.

1.1 Related literature

Our theory focuses on voters’ demand for anti-technocratic and anti-bureaucratic re-
forms. Populism is an elusive concept to define and not all populist movements drain
the swamp.” However, mistrust for the elites governing democratic policy-making is
common to many populist movements. In fact, Mudde and Rovira Kaltwasser (2017) de-
tine populism as an ideology that separates society into “the pure people” and the “the
corrupt elite” and, in contrast to elitism, expresses the view that the will of the pure peo-

SFor example, some populist leaders, such as Ecuadorian president Rafael Correa, have taken techno-
cratic approaches to governing—promising to utilize ‘outsider” expertise to make the bureaucracy more
competent and more effective (see, e.g., Bauer et al., 2021; Panizza, Peters and Ramos Larraburu, 2019;
Postel, 2007).



ple should trump that of the elite. We abstract from the source of a supply for populist
leaders and focus on what drives voters to demand that elite bureaucrats are replaced
with less experienced ones who implement the people’s will. Our model provides in-
sights into when disagreement is more likely to arise between the people and the elites,
and when the elites may become powerful enough to dictate policy. We argue that a well-
functioning democracy governs disagreement so that the elite serves the people well. In
contrast, when the elite is less competent, populism arises as an ideology that prefers
inexperienced public servants to elite bureaucrats.

In our model, inexperienced public servants implement default policies while expe-
rienced ones claim to competently enact policies that respond to a changing world. We
share this view of populism with Morelli, Nicolo and Roberti (2021), who argue that de-
mand for populism arises from a desire for politicians who commit to simpler policies
that can be more easily monitored.

Demand for populism may come for other reasons: Economic insecurity or other
threats to voters” welfare (Algan, Guriev, Papaioannou and Passari, 2017; Ananyev and
Guriev, 2019; Autor, Dorn, Hanson and Majlesi, 2020; Colantone and Stanig, 2018; Gratton
and Lee, forthcoming; Guiso, Herrera, Morelli and Sonno, 2017, 2019, 2020; Rodrik, 2018),
or other sources of mistrust in institutions (Norris and Inglehart, 2019) (see Guriev and
Papaioannou, 2020, for a review). Our analysis complements this literature by providing
a mechanism through which populism addresses voters” economic and cultural concerns.
In particular, in our model, greater economic insecurity increases the disagreement be-
tween the bureaucratic elite and the voters, thus increasing the demand for leaders who
promise to drain the swamp. Furthermore, our theory endogenizes the source of mistrust
between voters and bureaucrats, identifying under which circumstances elite bureaucrats
disagree with voters and the determinant of their power to dictate policy.

An emerging literature has documented the negative effects of populist governments
on the quality of national bureaucracies (Bellodi, Morelli and Vannoni, forthcoming; Moyni-
han, 2021). Sasso and Morelli (2021) study a model in which populist politicians imple-
ment reforms that decrease the quality of the bureaucracy because they prefer bureau-
crats who implement their platforms. Our theory provides insights into why voters may
demand such costly reforms and elect leaders who promise to drain the swamp and im-
plement the policy voters want, independently of the expert advice of experienced public
servants.

Our paper contributes to a broader literature on bureaucratic control in democracies
(see Gailmard and Patty, 2012a, for an overview) and how politics affects the quality
of the bureaucracy (e.g., Gratton, Guiso, Michelacci and Morelli, 2021; Nath et al., 2016;



Ting, 2021). Implicit in our theory is the idea that bureaucrats have discretionary power
that voters and politicians can control only with blunt instruments such as replacing
personnel. We share this idea with, e.g., Banks and Weingast (1992) and Bendor and
Meirowitz (2004). Gailmard and Patty (2012b) highlight that bureaucrats are given discre-
tionary power because it creates incentives to accumulate expertise (see also Alesina and
Tabellini, 2007, 2008; Callander and Krehbiel, 2014; Huber and Shipan, 2002; Maskin and
Tirole, 2004; Ting, 2002, who provide other explanations for the discretionary power of bu-
reaucrats). We depart from this literature in two directions. First, we explicitly model the
observation that “expertise development takes time” (Gailmard and Patty, 2012b, p. 26).
Second, we highlight the interaction between two features of expertise—competence and
effectiveness—and show that each plays a distinct role in the relationship between voters
and public servants.

Our model shares some features with models of both bureaucratic control and polit-
ical accountability stemming from the seminal work of Holmstrom (1980, 1982), Barro
(1973), and Ferejohn (1986) (e.g., Huber and McCarty, 2004; Morris, 2001; Dewan and
Squintani, 2018; Fox and Jordan, 2011; Besley, 2006; Fox and Shotts, 2009; Ashworth,
Bueno de Mesquita and Friedenberg, 2018; Ashworth and Bueno de Mesquita, 2014; Kar-
tik, Van Weelden and Wolton, 2017; Duggan and Martinelli, 2017). Most of this literature
focuses on disagreement that arises between a principal and an agent because the prin-
cipal and the agent want different things. In contrast, we assume that voters and public
servants essentially want the same thing, but when there is uncertainty about which op-
tion is best, disagreement arises because of their differing tolerances for different types of
mistakes. This view yields our result that incompetence spurs disagreement.

Our formal model abstracts from the role of political leaders. In this sense, we offer
a theory of the relation between the citizens and the state. It posits that robust, well-
functioning democratic institutions only survive in a “narrow corridor” in which the
state is sufficiently competent but not too powerful (echoing arguments in Acemoglu and
Robinson, 2019; Stasavage, 2020) and that democracy is inherently vulnerable to techno-
logical and social shocks that increase disagreement between different classes of citizens
(Przeworski, 2019).



2 The model

2.1 Summary

We study a model with a forward-looking and infinitely lived voter. In each period, the
voter either inherits an effective and competent state organization with experienced pub-
lic servants or one with inexperienced novices. We call the organization of the state an
agent and say that the agent is either experienced or a novice. Compared to a novice, an ex-
perienced agent is more effective at producing public goods and services, as well as more
competent at detecting emergency threats.

We model the experienced agent’s competence as the precision of a signal that she
observes as the new period begins. The signal is binary: she either detects a threat or
not. The agent can then trigger an emergency policy. The voter’s preference is for the
agent to trigger the emergency policy if and only if she has detected a threat. We refer to
this strategy as the agent’s mandate. However, agents are hawkish: compared to the voter,
agents have a greater aversion to emergencies that are not covered by emergency policies
so that, for some parameters of the model, an agent may prefer to trigger the emergency
policy even when she detects no threat. When this is the case, we say that the voter and
the agent disagree.

Triggering an emergency policy raises public attention to possible threats so that the
voter has a chance to observe directly the information available to the agent. This chance
naturally increases with the quality and transparency of the bureaucracy, the media, and
the public debate.

Whether the voter observes the information or not, she can avoid the emergency pol-
icy by draining the swamp: replace the incumbent, experienced agent with a novice, un-
able to detect threats or implement emergency policies. Draining the swamp is costly
as it deteriorates the ability of the state to produce goods and services and, for the time
being, generates a state unable to detect threats and respond to them with appropriate
emergency policies. However, novices accumulate experience over time so that, after a

number of periods, a novice becomes experienced.

2.2 Formal setup

A forward-looking voter lives for infinitely many periods ¢t € {1,2,... }. In each period ¢,
there is an incumbent agent who is either experienced or a novice, and either an emergency
occurs, §; = 1,ornot, §; = 0, with7 =Pr (0, = 1) < 1/2.°

®The assumption that 7 < 1/2 means that emergencies are less likely than non-emergencies.
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An experienced agent privately observes a binary signal s, € {0, 1} about whether an
emergency has occurred, where s, = 1 means that the agent detects an emergency threat.
The competence of an experienced agent is captured by the precision of the signal s;, K =
Pr(s;=6;|6;) > 1/2.

Upon observing the signal, the agent chooses whether to trigger an emergency policy,
pe = 1, ornot, p, = 0. If the agent triggers an emergency policy, then the voter observes the
agent’s signal s; with probability equal to the transparency of the system 7 > 0. Whether
she observes the signal or not, the voter chooses whether to drain the swamp: replace the
experienced agent with a novice that does not detect threats and never triggers emergency
policies.” Let d; = 1 denote the decision to drain the swamp in period ¢ and d; = 0 its
complement. The policy implemented equals i, = p; (1 — d;).

Agents accumulate experience over time so that an agent first hired at time ¢ is a novice
at time s > tif s < t + T and experienced thereafter. In our benchmark model we assume
T = 1 so that a novice becomes experienced in one period. For simplicity, we assume that
att = 1 the incumbent agent is experienced.

The voter discounts future payoffs with factor ¢ < 1. Her period-t payoff is given by
the sum of the public goods produced in that period and a payoff equal to 1 if i, = 6, and
0 if 7; # 6,. The extra amount of public goods and services afforded by an experienced
agent compared to a novice equals the experienced agent’s effectiveness, n > 0.

If the voter does not drain the swamp in period ¢, the incumbent agent receives a pol-
icy payoff and a continuation payoff; otherwise her payoff is 0. In our benchmark model,
the agent is myopic so that the continuation payoff equals 6V > 0.° Like the voter, the
agent also prefers to implement emergency policies only in an emergency. However, the
agent is hawkish: relative to the voter, the agent has a greater opportunity cost, normalized
to 1, when an emergency policy is not triggered in an emergency (a type-II policy error)
than her opportunity cost 1 — a < 1 when an emergency policy is triggered without an
emergency (a type-I error). Naturally, a greater o means that the agent is more hawkish.
Summarizing, if the voter does not drain the swamp in period ¢, the incumbent agent
receives a period-t payoff equal to 1 + 6V ifi, =0, =1, (1 — o) + 6V if i, = 6, = 0, and oV
if ¢; # 6,. Otherwise her payoff equals 0.

To focus on interesting cases, we assume that an experienced agent is sufficiently com-

7 As shall be clear, the assumption that a novice agent is a non-strategic player can be naturally micro-
founded. For example, if a novice agent has no competence (x = 1/2) and no effectiveness (n = 0), then
in equilibrium the voter would drain the swamp whenever a novice triggers the emergency policy and a
novice agent would never trigger it.

8In Section 7 we discuss an extension of the model in which the agent is forward-looking so that V' is
endogenously determined by the expected present discounted sum of policy payoffs for the agent until the
voter drains the swamp and dismisses her (see also, Appendix D).

8



petent so that the agent’s mandate, if carried out optimally for the voter, is to choose a
policy equal to the signal observed by the agent: k > 1 — .

Assumption 1 (The agent’s mandate.). It is optimal for the voter to implement a policy equal
to the signal observed by an experienced agent: k > 1 — .

We characterize the perfect Bayesian equilibrium in Markovian strategies that survive
divinity (henceforth, equilibrium).” In Appendix A, we provide a formal definition of
the equilibrium. With the exception of knife-edge cases, this equilibrium is unique. All
proofs are in Appendix B.

3 Disagreement and power

In this section, we study the key tradeoffs faced, in each period, by the strategic players of
our model: the voter and the incumbent experienced agent. We show how the parameters
of the model affect two key endogenous tensions between the voter and the agent: how
much the agent and the voter disagree about policymaking and the agent’s power to dictate

policy. These two tensions will drive the characterization of the equilibrium in Section 4.

3.1 Competence and disagreement

In our model, the voter and the agent both want to match the policy with the state, but the
informed party—an experienced agent—is more hawkish. However, this does not imply
that, for a given realization of the signal s;, the agent and the voter would disagree on
the optimal policy. For example, were x = 1 so that the agent is perfectly informed about
the state, the voter and the agent would never disagree, for any level of hawkishness a.
Lemma 1 says that disagreement arises if and only if the agent is sufficiently incompetent.

Lemma 1 (Incompetence spurs disagreement.). There exists (o, w) such that if k > R(a, ),
then both the voter and an experienced agent strictly prefer to implement the emergency policy if
and only if the agent detects a threat; otherwise the two disagree and the agent prefers to implement
the emergency policy independently of whether she detects a threat.

Intuitively, a sufficiently incompetent agent is less confident in her signal. Therefore, even

upon observing s, = 0, she is still primarily concerned by the possibility of a type-II policy

Divinity (Banks and Sobel, 1987; Cho and Kreps, 1987) is a standard refinement in the signaling litera-
ture. In our context it requires the voter to attribute a deviation to triggering an emergency policy (when in
equilibrium the agent is always expected not to do so) to the type of informed agent who would choose it
for the widest range of voter’s responses.



error and prefers to trigger the emergency policy. However, were the voter to observe the
same signal, he would instead prefer not to implement the emergency policy. Naturally,
the disagreement threshold #(a, 7) depends on both how hawkish the agent is and the
underlying frequency of emergencies. So while incompetence spurs disagreement, its
effects are exacerbated by other elements in our model that contribute to disagreement:
the agent’s hawkishness and the frequency of emergencies.

From now onward, we focus on the interesting case in which there is disagreement.
Assumption 2 (Disagreement.). The voter and an experienced agent disagree: x < k(. ).

As we show in Appendix C, whenever this assumption is violated, in the unique equilib-
rium the agent optimally carries out her mandate and the agent never drains the swamp
along the equilibrium path. Instead, when there is disagreement, it is possible that the
agent may prefer to violate her mandate: choose to trigger the emergency policy even when
she does not detect a threat (when s, = 0).

In reality, public servants carry out multiple tasks, triggering a variety of emergency
policies in response to differing threats. Disagreement is likely to arise only in a subset of
these tasks. Our model may be interpreted as follows. Effectiveness 7 captures the payoff
of having an experienced public service optimally carrying out their mandate on all tasks
on which disagreement never arises. Assumption 2 can then be interpreted as assuming
that there exists one task in which, for some information available to the public service,

voters and public servants disagree.

3.2 Drain the swamp

We now describe the tradeoff faced by the voter when the agent triggers the emergency
policy. The voter needs to choose whether to let the agent implement the emergency pol-
icy or to drain the swamp. Draining the swamp is costly for two reasons. First, it replaces
an experienced agent with a less effective novice that produces n fewer public goods.
Second, the agent may have triggered the emergency policy because she has competently
detected a threat (s, = 1). In this case, the voter would indeed prefer to implement the
emergency policy. However, draining the swamp may also be beneficial. The agent may
have triggered the emergency policy but there is no actual emergency (6, = 0).

Let 1, be the voter’s belief that an emergency has occurred. Lemma 2 says that the
voter optimally drains the swamp whenever 1, is sufficiently small and the agent is not

too effective.

10



Lemma 2 (Voter’s optimal strategy.). In any equilibrium, the voter drains the swamp if and
only if

vy < ——.
t 2

The voter’s belief v, that an emergency has occurred depends both on the agent’s strategy
and on whether the voter observes the agent’s signal s,. Naturally, if the voter observes
the agent’s signal, her belief is greatest when the signal equals 1 and smallest when it

equals 0. Lemma 3 says how the voter optimally chooses in these two extreme cases.

Lemma 3 (The optimal choice of an informed voter.). In any equilibrium, if the voter observes

the agent’s signal s;, then
(i) when s, = 1, the voter never drains the swamp;

(ii) when s, = 0, there exists 7(, k) such that the voter drains the swamp if and only if n <

n(m, K).

Intuitively, if the voter is informed that the agent has indeed detected a threat (s; = 1),
then the voter knows that the agent has optimally carried out her mandate and he prefers
not to drain the swamp. If instead the voter is informed that the agent has not detected
a threat (s; = 0), then the voter knows that the agent has violated her mandate. He
then chooses to drain the swamp if and only if the agent is sufficiently ineffective, so
that the cost of replacing her with a novice is not too large. Notice that this means that a
sufficiently effective agent can expect not to be replaced even when the voter is informed
that the she has indeed violated her mandate. As we shall see, this affords an effective
agent actual power to dictate policy.

When the voter is not informed of the agent’s signal, her choice depends on her trust
in the agent. If the voter trusts the agent to abide by her mandate, then the voter should
never drain the swamp: if the agent has triggered the emergency policy, then it is because
she has detected a threat and responded optimally. However, because the agent may
disagree with the voter, the voter may not trust her and believe that she has triggered the
emergency policy without having detected a threat. This lack of trust in the agent is what

may trigger the voter to preemptively drain the swamp even if she is not informed.

3.3 Effectiveness and power

Whether the agent can be trusted to abide by her mandate depends on her choice when
she does not detect a threat (s; = 0). By Assumption 2, the agent prefers to implement

the emergency policy. Therefore, she would like to trigger the emergency policy so that
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she may be able to implement it if the voter does not drain the swamp. But triggering the
emergency policy is risky: the voter may drain the swamp so that the agent is replaced.
Lemma 4 says that this tradeoff is resolved in two steps. First, a sufficiently effective
agent does not bother with the voter because the voter will not drain the swamp even if
he is informed that the agent violated her mandate. We say that in this case the agent
is “powerful” enough to dictate policy and violate her mandate if she wishes to do so.
Otherwise, the agent trades off the costs and benefits of triggering an emergency policy,
including the possibility that the voter will drain the swamp. The voter may do so either
because, with probability 7, he becomes informed that the agent has violated her mandate

or because he does not trust the agent and chooses to preemptively drain the swamp.

Lemma 4 (Effectiveness begets power.). Let pu(s;) be the agent’s belief that an emergency has
occurred when she observes signal s;. In any equilibrium, if n > 7(w, k), the agent always triggers
the emergency policy. If n < 7j(w, k), the agent triggers the emergency policy with certainty when
she detects a threat and otherwise with strictly positive probability only if

(1= a)(1 = p(0)) +6V < (1 —7)(1 —d")(u(0) + V)

where d* is the equilibrium probability that the voter preemptively drains the swamp when she is
not informed.

The last inequality in Lemma 4 is intuitive. When the agent does not detect a threat, she
believes that an emergency has occurred with probability 1.(0). Therefore, her expected
policy payoff from implementing the emergency policy is (0) while her expected payoff
from not implementing it is (1 — a)(1 — p(0)) < ©(0). However, because the agent is not
powerful enough, the voter may drain the swamp if the agent triggers the emergency pol-
icy. So, not triggering the emergency policy yields to the agent a less preferred policy but
guarantees the continuation payoff V. Triggering the emergency policy results in a more
preferred policy and the continuation payoff if the voter does not drain the swamp—
otherwise the agent’s payoff is 0. The probability with which the voter drains the swamp
depends on the transparency of the system 7, which leads the voter to be informed, and

the probability d* with which the voter preemptively drains the swamp.

4 Technocracy, democracy, and populism

We now discuss how the two forces that we have identified—that incompetence spurs
disagreement and that effectiveness begets power—drive equilibrium behavior and in-

duce one of four different regimes.
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Technocracy. In this regime, in every period, the agent violates her mandate: she always
triggers the emergency policy. The agent is so powerful that she does not need to bother
with the voter: the voter never drains the swamp, even if he becomes informed that the

agent violated her mandate.

Responsive democracy. In this regime, in every period, the agent abides by her mandate
and the voter drains the swamp if and only if he becomes informed that the agent violated

her mandate. On the equilibrium path, the voter never drains the swamp.

Informed populism. In this regime, in every period, the agent violates her mandate:
she always triggers the emergency policy. The voter drains the swamp if and only if he
becomes informed that the agent violated her mandate. On the equilibrium path, the
voter periodically drains the swamp with probability 7 Pr(s, = 0).

Preemptive populism. In this regime, in every period, the agent violates her mandate:
she triggers the emergency policy with certainty when she detects a threat and with prob-
ability p* > 0 otherwise. The voter drains the swamp both when informed and preemp-
tively: he does so with certainty when he becomes informed that the agent violated her
mandate and with probability d* > 0 otherwise. On the equilibrium path, the voter peri-
odically drains the swamp with probability 7 Pr[s, = 0]p* + (1 — 7)d*.

Proposition 1 characterizes the unique equilibrium. It says that a sufficiently powerful
agent establishes a technocracy. Otherwise, less intense disagreement between the voter
and the agent supports a responsive democracy. But when disagreement is more intense,
the voter drains the swamp on the equilibrium path and the power of the agent deter-
mines whether cycles of informed or preemptive populism arise. Figure 1 provides an

illustration.'®

Proposition 1 (Technocracy, democracy, and populism.). There exists cutoffs k(m, o, 7) <

R(m,a) and n(m) < 7(, k) such that, in the unique equilibrium
(1) 7(m, k) < ninduces a technocracy;
(ii) n < 7(m, k) and k(m, o, T) < K induces a responsive democracy;

(iii) n(7) <n <n(m, k) and k < k(7, o, 7) induces informed populism;

1%For completeness, we recall that when Assumption 2 is relaxed, so the voter and the agent do not
disagree, the agent carries out her mandate optimally and, on the equilibrium path, the voter never drains
the swamp. This regime is observationally equivalent to a “responsive democracy.”
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Figure 1: Typology of regimes. Parameter values: 7 = 0.4,7 = 0.35,6 = 0.05,a =
0.95,V = 1.

(iv) n < n(m)and rk < K(7, o, 7) induces preemptive populism.

Intuitively, when the agent is very effective, she is sufficiently powerful that she can dic-
tate policy without fear of being replaced, giving rise to a technocracy. Otherwise, the
agent’s competence determines whether a responsive democracy may be sustained. In a
responsive democracy, the voter drains the swamp when he becomes informed that the
agent violated her mandate. This induces the agent to abide by her mandate, but only
if she does not disagree too intensely. Therefore, only a sufficiently competent agent can
sustain a responsive democracy. When the agent is less competent, so that disagreement
is more intense, her effectiveness matters in determining behavior. This is because when
the agent is more effective, the voter is only willing to drain the swamp when she becomes
informed that the agent violated her mandate. This empowers the agent to always trigger
the emergency policy. When the agent is less effective, the voter is in addition willing to
preemptively drain the swamp so to discipline the agent and the agent only sometimes
violates her mandate.

A key feature that characterizes preemptive populism is that the voter decision to
drain the swamp may result in policies that are worse for the voter. In fact, when the voter
drains the swamp preemptively, it may well be the case that the agent has not violated her
mandate: she triggered the emergency policy because she has indeed detected a threat. A
competent external observer who can see the agent’s signal will therefore conclude that
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the voter is draining the swamp against his own interest.

A key lesson from Proposition 1 is that more intense disagreement causes populism.
The agent’s incompetence spurs disagreement, but its effect is exacerbated by the agent’s
hawkishness, a, and the frequency of emergencies, 7. The combined effect of these three
factors in determining disagreement underscores the results in the following two sections.

In these sections we show that our equilibrium characterization is a useful framework
for addressing two sets of questions. First, we show that it provides insights into which
shocks to the political and social environment may break the trust relation between voters
and public servants. When this occurs, a well-functioning democracy—one in which pub-
lic servants work in the interest of voters—may become dysfunctional: public servants
routinely betray voters and voters do not trust public servants, plunging the country into
cycles of anti-elite populism. Second, we show that our framework also helps in under-
standing which reforms, by manipulating the power of public servants and the level of
disagreement between them and the voters, may alleviate the frequency of populist cycles

when the trust relation between voters and public servants has broken.

5 The four horsemen of populism

Functional democracies sometimes develop strong popular demand for anti-elite pop-
ulism. In this section we use our model to pin down which shocks to the political and
social environment are likely to cause this shift. A key feature of our model is that even
a shock that barely moves a country from a responsive democracy into a populist regime
causes a discrete jump in the probability that the agent violates her mandate, thus break-
ing the trust relation between the voter and the agent."

Proposition 2 identifies two types of shocks that, if sufficiently large, may plunge a
responsive democracy into either an informed or a preemptive populist regime. One
type of shocks induces populism by intensifying disagreement between the voter and the
agent. This may be brought upon by either a fall in the agents” competence, an increase in
their hawkishness, or more frequent emergencies. A second type of shock that may cause

populism occurs when the transparency of the system drops.

Proposition 2 (The four horsemen of populism.). A responsive democracy may lead to in-

formed or preemptive populism in response to shocks that decrease the agent’s competence, k,

n particular, in all populist regimes, at the limit as (, 7, «, 7) approach & = k(r, o, 7), the probability
p* that the agent triggers the emergency policy when not detecting a threat is bounded away from zero. In
contrast, the probability d* with which the voter preemptively drains the swamp approaches zero as the
parameters approach this threshold.
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increase her hawkishness, ., or the frequency of emergency threats, w, or decrease transparency, T.

In particular, if k, o, 7, T induce a responsive democracy, then:

(i) There exists v € (1 — m, k) that induces populism if and only if 1 — 7 < k(m,a,7) and
n < n(m, (T, o, 7)).

(ii) There exists o/ € (o, 1) that induces populism if and only if k < k(m, 1, 7).

(iii) There exists ' € (m,1/2) that induces populism if and only if k < k(m,, o, T), where m,
is defined as the unique value v € (m,1/2) such that n = n(x, k) whenever it exists and,
otherwise, m, = 1/2.

(iv) There exists 7" € (0, 7) that induces populism if and only if k < k(7, @, 0).

Intuitively, a responsive democracy requires two essential conditions. First, the agent
and the voter must not disagree too intensely, so that the agent’s incentive to violate her
mandate is not too strong. Second, the system must be sufficiently transparent, so that
the agent is deterred from violating her mandate by the threat that the voter will become
informed.

Naturally, each of the effects caused by the four shocks in Proposition 1 interact with
each other. Points (ii)-(iv) say that if the agent is sufficiently competent, then even large
shocks in the other three parameters cannot spur sufficient disagreement to cause pop-
ulism. However, if the agents are not too competent, then there always exist a shock in ¢,
7, or 7 that will plunge a responsive democracy into a populist regime. The two further
conditions in points (i) and (iii) guarantee that the shocks in x and 7 lead to populism
rather than technocracy (see Section 6).

Which type of populism is induced by each of these four shocks depends on the power
of the agent. When the agent is more powerful, the voter’s cost of draining the swamp
preemptively is too large and the shocks in Proposition 2 result in informed populism.
Otherwise, the agent drains the swamp preemptively.

Corollary 1 (Power and populism.). Let s, a, 7, T induce a responsive democracy. If a shock
in any of the four parameters leads to a populist regime, then the resulting regime is informed
populism if n > n(n') and preemptive populism otherwise, where 7' equals the post-shock value of

7 (including, possibly ' = ).

Proposition 2 offers a theoretical framework to explain why anti-elite populism has
risen in Western democracies in the first decades of the 21st Century. Globalization and
the Great Financial Crisis have eroded the (at least perceived) ability of Western national

bureaucracies to address the demand for economic and financial stability of the middle
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class, as well as increased the frequency of threats to economic stability. In our model,
this corresponds to a drop in the agent’s competence x and an increase in 7, increasing
disagreement and reducing the voter’s trust in the agent. Furthermore, labor reforms
across the Atlantic starting in the last two decades of the 20th Century have increased the
disparity in employment conditions between private and public sector, with unionization
and permanent jobs increasingly present only in the public sector. This pattern has exac-
erbated disagreement between public servants—who are less likely to lose their job in a
recession—and voters. In our model this corresponds to a more hawkish agent (higher
a). Finally, the information technology revolution has exposed voters to a multitude of
sources offering a cacophony of fake news, reducing the ability of voters to assess the
effective risk associated with differing policies, and therefore reducing the accountability
of public servants. In our model, this is captured by a drop in transparency 7. According
to our model, each of these factors, in isolation or together, has the potential to plunge a

responsive democracy into informed or even preemptive populist cycles.

6 Managing populism

In this section we discuss which reforms may be put in place to address the problem
of anti-elite populism after the country has plunged into a populist regime. Naturally,
large reforms that reverse the course of the shock (or shocks) that have led the country
into populism will suffice. For example, by Proposition 2, if the country has plunged
into populism because public servants have become less competent, then reforms that
restore their previous level of competence (e.g., more effective selection of bureaucrats or
strengthening collaborations with scientists who can help detect threats) will inevitably
restore a responsive democracy. However, such large reforms may not be possible. For
example, the fall in competence may be due to technological shocks or changes in the
international environment that are beyond the reach of domestic reforms. In such cases,
a reformer concerned about populism may be constrained to only implement small re-
forms that cannot eliminate populism altogether but may nonetheless at least reduce its
frequency.

The following propositions inform the choice of a reformer concerned about populism,
who knows that large reforms that eliminate it are not feasible, and desires to know the
effects of small reforms on how frequently the voter drains the swamp (the frequency of
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populist cycles).”> We divide the analysis in two cases: informed and preemptive pop-
ulism. Therefore our results inform the choice of a reformer as follows. The reformer may
have observed that the voter is draining the swamp sometime against his own interest (for
example, the reformer may know that the agent has detected a threat and yet the voter
drained the swamp). In this case the reformer should confidently apply Proposition 4.
Otherwise, the reformer may be convinced that the voter is only draining the swamp
when informed that the agent has violated her mandate. In this case the reformer should
only apply Proposition 3. Finally, if the reformer is unsure, a prudent approach is to seek
for policies that reduce the frequency of populist cycles across the two propositions.

We begin by stating our results concerning informed populism.

Proposition 3 (Managing informed populism.). In informed populism, marginal increases in
transparency, T, or the agent’s competence, k, increase the frequency with which the voter drains

the swamp. There is no marginal effect of changes in the agent’s hawkishness, .

In informed populism, the agent always triggers the emergency policy and the voter
drains the swamp if and only if he becomes informed that the agent violated her man-
date. As transparency increases, the voter becomes informed more often, therefore in-
creasing the frequency with which she drains the swamp. Because emergencies are un-
likely (7 < 1/2), the unconditional probability that the agent detects a threat decreases
with the agent’s competence. But the agent always triggers the emergency policy any-
way. So, with a more competent agent, the probability that the voter becomes informed
that the agent violated her mandate (i.e., the agent triggered an emergency policy without
having detected a threat) increases, increasing the frequency with which the voter drains
the swamp. Finally, the agent’s hawkishness affects neither the agent’s probability of de-
tecting a threat nor the probability that the voter becomes informed, and therefore has no
effect on the frequency of informed populist cycles.

Proposition 4 states our results concerning preemptive populism.

Proposition 4 (Managing preemptive populism.). In preemptive populism, a marginal in-
crease in the agent’s hawkishness, o, increases the frequency with which the voter drains the
swamp; a marginal increase in transparency, T, decreases it; and a marginal increase in the agent’s

competence, x, may both increase or decrease it, or even have a non-monotonic effect.

20ur approach is aligned with robustness concerns. Our focus on marginal reforms implies that the
effects we uncover hold at the margin and for larger reforms; in contrast, the effect of large reforms may not
hold if the size of the reform is short of what is necessary to eliminate populism altogether. In fact, as we
show in Propositions 3 and 4, attempting large reforms that would eliminate populism if large enough may
increase the frequency of populist cycles if too small.
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In preemptive populism, the voter drains the swamp both when he becomes informed
that the agent has violated her mandate and sometime preemptively. A more hawkish
agent is more inclined to violate her mandate, thus intensifying her disagreement with
the voter. Therefore, disciplining her requires the voter to preemptively drain the swamp
more frequently. In contrast, transparency affects the probability with which the voter
drains the swamp through two effects. Mechanically, more transparency increases the
probability that the voter will become informed that the agent has violated her mandate—
and, as a consequence, drain the swamp. However, this also implies that the voter’s
informed choice to drain the swamp is a more powerful disciplining tool for the agent.
This reduces the frequency with which the voter needs to drain the swamp preemptively.
Proposition 4 says that this strategic effect dominates the mechanical one.

The marginal impact of a more competent agent is a combination of three distinct
effects. A more competent agent detects threats less often, as emergencies are unlikely.
Mechanically, keeping all strategies constant, the agent is then triggering the emergency
policy more rarely, thus reducing the frequency with which the voter drains the swamp.
Furthermore, because disagreement is now less intense, there is less need to discipline
the agent: as the agent is violating her mandate less often, the voter would prefer to pre-
emptively drain the swamp less, thus further reducing the frequency of populist cycles.
However, such a reduction in discipline would induce the agent to increase the frequency
with which she violates her mandate, thus—all else equal—increasing the frequency of
populist cycles. Proposition 4 says that the cumulative effect of these three forces can both
result in an increase or in a decrease in the frequency of populist cycles, depending on the
agent’s competence, «, itself, and on the value of other parameters.

Returning to the reformer’s problem, our results can be summarized as follows. If the
reformer has evidence that the country has plunged into informed populism, our results
recommend to—perhaps counterintuitively—reduce transparency (for example, by de-
creasing the resources afforded to oversight agencies) or reduce the average competence
of experienced public servants. If instead the reformer has evidence that the country
is experiencing cycles of preemptive populism, then the reformer should try to increase
transparency or decrease disagreement by reducing the hawkishness of public servants
(for example, by reducing labor protection differences between private and public sec-
tors). In this case, reforms that attempt to manipulate disagreement through changes in
the competence of public servants may backfire if their marginal effect cannot be carefully
calculated. Finally, if the reformer is unsure as to whether the country is in informed of
preemptive populism, the only prudent reform is to reduce the hawkishness of public

servants.
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The reformer has indeed one further lever that could be pulled to affect the frequency
of populist cycles, and also to eliminate populism altogether: increasing the power of
public servants by means of increasing their effectiveness, 7. This could be achieved
by, for example, increasing the resources available to them in the production of public
goods. Proposition 5 informs us in two ways about the result of such a reform. First, it
says that marginal increases in the agent’s effectiveness in preemptive populism result in
more frequent cycles of preemptive populism. Second, in informed populism, increases
in effectiveness have no effect, until they indeed produce the disappearance of populism.
However, rather than yielding a responsive democracy in which public servants abide by
their mandate to serve the voters, such a reform leads to a technocracy in which powerful
public servants are not disciplined at all and are able to dictate policy.

Proposition 5 (Managing effectiveness.). In preemptive populism, a marginal increase in the
agent’s effectiveness, n, increases the frequency with which the voter drains the swamp. In in-
formed populism, it has no effect on the frequency with which the voter drains the swamp until it
induces a technocracy.

Intuitively, in preemptive populism, greater effectiveness begets greater power, so that
the voter is less willing to drain the swamp and replace an experienced agent with a
novice, mechanically decreasing the frequency of populist cycles. However, this enables
the agent to violate their mandate more often, therefore triggering the emergency policy
with greater frequency, causing the voter to drain the swamp more often—more frequent
cycles. The first part of Proposition 5 says that in fact in equilibrium this strategic ef-
fect dominates so that an increase in effectiveness brings about more frequent cycles of
populism.

Returning to the reformer’s problem, the result above says that when in a regime of
preemptive populism, the reformer would benefit from less effective public servants. On
the contrary, in informed populism, the reformer could consider increasing the effective-
ness of public servants. However, only large reforms would have any effect and they
would lead to technocracy rather than a well-functioning democracy.

7 Discussion of the model

Our benchmark model makes a few simplifications that greatly improve tractability and
sharpen the analysis. We now discuss how relaxing these simplifications changes (or does

not change) the strategic incentives and equilibrium behavior.
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Forward-looking agent. Our benchmark model assumes that an experienced agent re-
ceives a payoff V for being retained (or, equivalently, suffers a cost V' when the voter
drains the swamp), but the agent is not forward-looking in the sense that she does not
care about future policies even if retained. This is a natural assumption in our main ap-
plication if periods are understood to be sufficiently long. In fact, experienced public
servants are routinely replaced by new cohorts in the next period. This turnover does not
compromise the effectiveness and competence of the organization as the exiting cohort
trains and transmits know-how to the new one. Therefore, when voters do not drain
the swamp, they retain an experienced organization, but the current members of the
public service do not individually participate in future decisions. In contrast, draining
the swamp prematurely dismisses the current public service leadership, interrupting the
process of transmission of know-how, and causing both a destruction of organizational
experience and a personal cost for the current members of the public service.

However, in other applications, or if the periods in our model are supposed to be
shorter, it is more reasonable to think that the agent values future policy decisions she
may be able to take in the future. We can extend our analysis to incorporate agents that are
forward-looking and (potentially) infinitely-lived, maintaining the assumption that, if the
voter drains the swamp, the incumbent agent ceases to live and is immediately replaced
by a new agent. In this setup, the agent’s continuation payoff from the benchmark model,

V, is endogenously determined by

V(o) =E Z 5tl7t71ﬂ(d{:1 vie{t+1,...,t/}) (Hitfzetle +(1- a)]lit’ZHt’:U) ’ ‘7] :

t'=t+1

As per the benchmark model, the agent obtains continuation payoff V (o) if the voter
does not drain the swamp; otherwise, they obtain payoff zero. Appendix D characterizes
equilibrium behavior in this extended model.

Allowing for a forward-looking agent introduces a further strategic tradeoff to the
ones in our benchmark model. In fact, in the extended model, when the voter attempts to
discipline the agent by draining the swamp more often, he needs to take into account that
now draining the swamp is a double-edged sword. On the one hand, draining the swamp
reduces the agent’s expected payoff when she triggers the emergency policy. This has a
disciplining effect. However, now there is also a dynamic effect: draining the swamp
more often reduces the agent’s expected payoff of being retained, thus reducing the ben-
efit of abiding by her mandate. While this new tradeoff complicates the analysis signif-

icantly, we show in Appendix D that our results carry on under a technical assumption
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that guarantees a unique solution to the voter’s problem in preemptive populism.'

Multi-period accumulation of experience (I' > 1). In our benchmark model, a novice
hired in period ¢ becomes experienced in period t + 7" = ¢ + 1. If the periods in our model
are sufficiently short, it may be more reasonable to assume that a new agent may need
T > 1 periods before she accumulates sufficient experience to enhance her effectiveness
and competence.

Appendix E studies this extended model. We show that, as in our benchmark model,
the incompetence of experienced agents spurs disagreement between them and the voter,
and that their effectiveness begets power. As a consequence, the main results of Propo-
sition 1 continue to hold under a technical assumption that guarantees a unique solution
to the voter’s problem in preemptive populism. As in our benchmark model, a suffi-
ciently powerful agent establishes a technocracy, and a responsive democracy requires
less intense disagreement. When disagreement does not allow for a responsive democ-
racy, populism arises, and a less powerful agent will induce the voter to preemptively
drain the swamp.

However, the lapse of time required for the agent to accumulate experience is not
inconsequential. In fact, when T' > 1, draining the swamp is more costly for the voter,
as he knows that replacing an experienced agent with a novice induces a cost for several
periods. Importantly, this cost of draining the swamp is greater if experienced agents
abide by their mandate. Intuitively, if the voter expects an experienced agent to abide
by her mandate, then he knows that she will provide both more public goods and better
policies than a novice. In contrast, if he expects the agent to violate her mandate, then the
benefit of an experienced agent is limited to the provision of public goods and, in fact,
experienced agents provide worse policies, on average, than novices. This implies that
the power of the agent increases with 7'.

This increase in the power of the agent makes technocracy more likely and preemp-
tive populism and responsive democracy less likely. Furthermore, a new form of power-
induced informed populism may arise. In fact, for some parameters, the agent is at the
same time sufficiently powerful so that the voter is unable to fully discipline her and yet
not so powerful that she can establish a technocracy. In equilibrium the agent sometimes
violates her mandate and the voter, when he becomes informed of the violation, some-

times, but not always, drains the swamp.

Proposition 6 (Power-induced informed populism). If T' > 1, there exists H C R, such

13This assumption is also satisfied at the limit when ¢ is arbitrarily small so that our benchmark and ex-
tended model coincide. When the technical assumption is not satisfied, the model is analytically intractable.
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that, if n € H and k(m, o, 7) < K, then, in every period, the agent violates her mandate with
strictly positive probability and the voter drains the swamp with probability strictly between 0
and 1 if he becomes informed that the agent violated her mandate and does not drain the swamp
otherwise.

In this regime, draining the swamp occurs with positive probability, but only if the
voter is informed. However, the agent is so powerful that sometimes the voter does not
drain the swamp even when informed that the agent violated her mandate.

From a policy prospective, this means that, when experience takes longer to accu-
mulate, informed anti-elite populism (but not preemptive populism) may also arise as a

consequence of public servants becoming more effective.

8 Conclusion

We have studied a theoretical framework that can rationally explain why voters may want
to replace experienced public servants with less effective and less competent novices. In
equilibrium, when the state bureaucracy is not too powerful and disagrees enough with
the voters, draining the swamp always arises. But more power for the bureaucracy does
not deliver a more responsive state. Instead, it yields a technocracy in which bureaucrats
govern for themselves rather than to serve the voters. A responsive democracy, in which
the state works for the citizens and the citizens trust the state only works in a “narrow
corridor” (Acemoglu and Robinson, 2019) where the public servants” disagreement with
the voters and their power are both moderate.

We showed that our theory offers insights into which technological and political shocks
can intensify disagreement between voters and public servants and weaken the implicit
power of public servants, thus causing voters to drain the swamp. Some of these shocks
may be irreversible even for skillful reformers. Furthermore, some reform levers may
backfire—increasing, instead of decreasing, the frequency with which voters drain the
swamp—if not well calibrated.

The only reform that unambiguously reduces voters” inclination to drain the swamp
is one that reduces disagreement in the most direct way: it reduces the differences in
preferences between bureaucrats and voters. A more inclusive and representative state
bureaucracy thus is the best guarantee against populism, as it induces voters to trust the
state more and reduces their need to “control” the state by draining the swamp. This
result echoes arguments that link the historical development of merit-based bureaucra-

cies in China with greater trust in the central state. However, as our model warns us,
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even if representative, a too effective state is also one that can make democracy unsus-
tainable and establish a powerful technocracy by which the state governs for itself (see,
e.g., Stasavage, 2020).
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Appendix

A Equilibrium definition

We study the unique perfect Bayesian equilibrium (Fudenberg and Tirole, 1991) in Marko-
vian strategies that survives divinity. A Markovian strategy for the agent is a mapping p
from the signal realization, s, € {0,1}, to a probability of triggering the emergency pol-
icy. A Markovian strategy for the voter is a mapping d from the observed signal (or lack
thereof), 5, € {0,s,}, to a probability of draining the swamp (if the agent has triggered
the emergency policy). We denote by 1, the agent’s belief that §, = 1—a mapping from
the signal realization, s;, into a probability. We denote by v, the voter’s belief that 6, = 1
when the agent has triggered the emergency policy and upon observing the signal (or
lack thereof)—a mapping from the observed signal, §;, into a probability. A Markovian

assessment is a tuple o = (p, d, {p:}521, {ve}2,)- Let

U(di]|o):=E

Z ottt (i, s, + 1, —0) ’ U]
V=t+1

denote the voter’s expected continuation payoff from d; € {0, 1}, given 0. A strategy p*
for the agent is sequential rational, given o, if it maximizes the agent’s expected payoff in

each period ¢ and for each signal realization s, i.e.,

(A1)

*(s;) € arg max
p ( t) gpe[o,l]

{ plr(1—d(s) + (1 —7) (1 —d(®))] (u(s) + V) }
+(1 = p) [(1 = a)(1 = pe(se)) + 0V

A strategy d* for the voter is sequentially rational, given o, if it maximizes the voter’s

expected payoff in each period ¢ and for each observed signal (or lack thereof) 5,, , i.e.,

(3 cargmax 4 (L= w(30) +0Uld: =11 0)] (A2)
! de01] | +(1 —d) [(8) +n+6U(dy =0 | 0)] '

We now discuss which beliefs are consistent with 0. The agent’s beliefs are always uniquely

pinned down by Bayes’ rule:

(1 — k)

1(0) = py(0) : =Pr[fp = 1] s =0] = 7(1—k)+(1—7m)k

(A.3)



and

TR

)=p(1): =P =1 =1 = . .
:ut( ) :ut( ) I'[Ht ’ St ] Tk + (1 _ 7T>(1 _ I'i) (A 4)
Notice that consistency requires that the voter’s beliefs are bounded: for any 3,,
vi(81) € [V (0), v ()] (A.5)

because the agent’s action cannot signal information that she does not possess.!* Fur-
thermore, the voter’s beliefs are also uniquely pinned down by Bayes’ rule whenever she
directly observes the agent’s signal:"

v(0) =/ (0): = p;(0)  and (1) = /(1) == p(1); (A.6)

and otherwise whenever the agent triggers the emergency policy with strictly positive
probability (i.e., p*(s:) > 0 for some s;):

(@) =v;(0):=Prl0,=1|p,=1,0,5 =0

_ mkp*(1) + (1 — k)p*(0)
T -0+ i -n+ A-mar@ 7

We impose a further condition on the voter’s belief v/ () when the voter does not observe
the signal and, in equilibrium, the agent never triggers the emergency policy. Adopting
Cho and Kreps (1987)’s definition (see, e.g., Fudenberg and Tirole, 1991; Maskin and
Tirole, 1992), we say that an equilibrium is divine if v; (() satisfies condition D1. Formally,
given sequentially rational d*(0) and d*(1), let d s be the value of d((}) such that, upon
observing s, = s, the agent is indifferent between p;, = 1 and p, = 0; that is,

[7d*(s) + (1 = T)dus] (15 () +6V) = (1 = @)(1 — pii(s)) + OV.

In our context, condition D1 says that, whenever p*(s;) = 0 for all s,, if there exists s and
s" such that dy ¢ < dy 5, then v;(0) = v/ (s).

Definition A.1 (Equilibrium). An assessment o = (p*, d*, {u; }32,, {v} }22,) is an equilibrium
if, for each t, p* satisfies (A.1) for o = o*; d* satisfies (A.2) for o = o*; p;(s;) satisfies (A.3)—
(A.4); and v](3;) satisfies (A.5)—~(A.6), (A.7) if well-defined, and condition D1.

4This is essentially a version of the “no signaling what you don’t know” condition (see, e.g., Fudenberg
and Tirole, 1991).
>Notice that this is true also off the equilibrium path.
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B Omitted proofs

Proof of Lemma 1. For any signal s, € {0, 1}, the probability of an emergency is given by
1 (0) (A3) and pf(1) (A4). Because k > 1 — 7 > 7, u;(0) < 1/2 < p;(1). Therefore,
all else equal, the voter prefers i, = 1 if and only if s;, = 1. In contrast—and holding
all else equal—the agent prefers i; = 1 if and only if 1 (5) > (1 — p;(5))(1 — «), which
yields p;(5) > (1 — a)/[1 + (1 — a)] € (0,1/2) where § € {0,1} is the agent’s signal.
Because y;(1) > 1/2, the last inequality holds for § = 1; it holds for § = 0 if and only if
k< Rlo,m) =7/t +(1—a)l—m). O

Proof of Lemma 2. Suppose p; = 1. The voter’s expected payoff from d; = 1is (1 — ;) +
dU(c*); his expected payoff from d; = 0is v, + n + dU(c*). Therefore, he chooses d; = 1 if
1

and only if v, < . O

Proof of Lemma 3. Suppose p; = 1. If the voter observes s, = 1. Then, by Bayes’ rule (see
Definition A.1), v(s;) > 1/2 and, by Lemma 2, he chooses d; = 0. If instead the voter
observes s, = 0, then, by Bayes’ rule (see Definition A.1) and Lemma 2, the voter chooses
d; = 1if and only if

(1 — k) 1—n

< <~ <n =1-2
T(l—r)+ (1 -7k 2 n < (m, K)

(1l — k)
m(l—r)+(1—7)k

Proof of Lemma 4. Let n > 7j(w, k). By Lemma 3, the voter chooses d; = 0 when informed
that s;, = 0 or s; = 1. When uninformed, by Definition A.1, the voter’s belief is contained
in the interval [14(s; = 0), v4(s; = 1)] (see (A.5)) and, hence, also chooses d; = 0. Therefore,
by Assumption 2, the agent optimally chooses p; = 1 for all s;.

Let n < 7(m, k). By Lemma 3, in every equilibrium, the voter chooses d; = 1 when

informed if and only if s, = 0. We now establish a sequence of useful auxiliary lemmas.
Lemma B.1. Let n < 7j(w, k). In every equilibrium, p*(0) < p*(1).

Proof. For sake of a contradiction, suppose p*(1) < p*(0) and, hence, 0 < p*(0) and p*(1) <
1. Because p*(0) > 0 is optimal for the agent, then

(1= 7" (5 (0) +3V) > (1 — a)(1 — 1 (0)) + OV (B.1)
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Similarly, because p*(1) < 1is optimal for the agent, then
(1—a)(I—=p;(1)+6V > (r+ 1 —7)d) (g (1) +6V). (B.2)
Combining (B.1) and (B.2) we obtain
(L= ) (5 (0) + V) > (7 + (1 = 7)) (5 (1) + 0V, (B3)

which, because 1} (0) < p;(1), is a contradiction. O

Lemma B.2. Suppose ) < 7(w, k). There is no equilibrium with p*(0) € (0, 1) and p*(1) € (0, 1).

Proof. Similar to the proof of Lemma B.1: Inequalities (B.1) and (B.2), implies the same
contradiction (i.e., Inequality (B.3)). O

Lemma B.3. Let n < 7(m, k). If in equilibrium p*(0) = 0 and p*(1) > 0, then p*(1) = 1.

Proof. For sake of a contradiction, suppose p*(0) = 0 and p*(1) € (0, 1). By Definition A.1,
v (0) = v (1) = p; (1) and therefore d* = 0. Then, when s, = 1 the agent’s expected payoff
from p; = 1is p; (1) + 6V > (1 — a)(1 — p*(1)) + dV, which is their expected payoff from
pe = 0. Therefore, the agent optimally chooses p*(1) = 1—a contradiction. O

Lemma B.4. Let n < 7)(n, k). There is no equilibrium with p*(0) = p*(1) = 0.

Proof. For sake of a contradiction, suppose p*(0) = p*(1) = 0. The voter’s belief when
uninformed, v;(0), is off the equilibrium path. We apply the D1 condition: Suppose d* =
d' for some d’. When s, = 0, the agent will be indifferent between p, = 1 and p, = 0 if and
only if

(1—a)(1—pu*(0)) +6V = (1—7)d(u*(0)+ V). (B.4)
When s, = 1, the agent will be indifferent if and only if
(1—a)(1—p*(1)+0V=(r+1—-7)d)(u*(1) + V). (B.5)

Because p*(1) > 1*(0), the value of d’ such that (B.4) holds is strictly greater than the value
of d’ such that (B.5) holds. Thus, the D1 condition requires v; () = v;(s; = 1). But then,
by Lemma 2, d* = 0, which immediately leads to a contradiction: when s, = 1, the agent
strictly prefers to choose p, = 1. O
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Together Lemmas B.1-B.4 imply that, in equilibrium, one of three must hold: (i) p*(0) =

0 and p*(1) = 1; (ii) p*(0) € (0,1) and p*(1) = 1; or (iii) p*(0) = 1 and p*(1) = 1. We can

then conclude that in every equilibrium, the agent chooses p; = 1 when s; = 1 and, by

sequential rationality, when s, = 0, the agent chooses p, = 1 with strictly positive proba-
bility only if

(1—a)(1—p*(0))+0V < (1 —7)d" (" (0)+0V). O

Proof of Proposition 1. Part (i) follows immediately from Lemmas 2—4. For Parts (ii)-(iv),
we characterize the set of parameters for which each regimes exists. The interior of each
set of parameters will be distinct and, hence, it follows that the equilibrium is unique with
the exception of a measure-zero set of parameters. Let n < 7(m, k). By Lemmas 3 and 4,
p*(1) =1,d*(0) =1,and d*(1) = 1.

Part (ii): In a responsive democracy, d*()) = 0 and p*(0) = 0. By Definition A.1, v;(0) =
v/ (1), so that d*(0) = 0. p*(0) = 0 is optimal if and only if

(1= a)(1 = 1 (0)) + 8V = (1= 7)(1 (0) + 6V/). (B.6)

Both sides of (B.6) are continuous in « and the left (resp., right) hand side is increasing
(resp., decreasing) in . Furthermore, at = (7, o) (see Proof of Lemma 1), we have

(1 =a)(1 = p(0)) = p(0) = (1 —a)(1—p0))+0V > (1-7)(u0)+V).

Define s(m, a, 7) € (1 — 7, R(m, «)) as the value of « for which (B.6) holds with equality or,
if such a value does not exist, (7, a, 7) = 1 — w. Therefore, a responsive democracy is an

equilibrium if and only if < 7(7, k) and (7, a, 7) < K.

Part (iii): In informed populism, d*(0)) = 0 and p*(0) = 1. By Definition A.1, v; () = =
so that, by Lemma 2, d*(0)) = 0 is optimal if and only if

ﬂzl_Tn < n=>n(r):=1-2m (B.7)
p*(0) = 1is optimal if and only if
(1—a)(1 = p(0)) + 6V < (1 —7)(u(0) + V), (B.8)

which is the reversed inequality of (B.6) and therefore, for x > 1 — 7, (B.8) holds if and
only if s < k(m, a, 7). Thus, informed populism is an equilibrium if and only if (7) <



n <7f(mk)and k < k(m, o, 7).
Part (iv): In preemptive populism, d*(0) € (0,1) and p*(0) € (0,1). By Definition A.1,

7wk + m(l — K)p*

vi(se=10) = Pr[s; = 1] + Pr[s; = 0]p*’

so that, by Lemma 2, d*(0) € (0, 1) is optimal if and only if

mk + (1 — k)p*(0) _ 1—7]'

Pr[s; = 1] + Pr[s, = 0]p*(0) 2 (B.9)

The left hand side of (B.9) is continuous and decreasing in p*(0). It ranges from = (at
p*(0) = 1) to p; (1) > (1 —n)/2 (at p*(0) = 0), where the last inequality follows from 7 <
n(m, k). Thus, a (unique) solution p*(0) € (0, 1) to (B.9) exists if and only if 7 < (1 —7)/2:

n < n(m).
Furthermore, p*(0) € (0,1) is optimal if and only if

(1= a)(1 = p;(0)) +6V = (1 = 7)(1 = d"(0)) (17 (0) + V). (B.10)

The right hand side is continuous and decreasing in d*((). It ranges from 0 < (1 — «)(1 —
1;(0)) + 6V (when d*(0) = 1) to (1 — 7)(u(0) + V) (when d*(@) = 0). Thus, a (unique)
solution d* () € (0, 1) to (B.10) exists if and only if

(1—a)(1 = p(0)) + 6V < (1 — 1) (u(0) + V), (B.11)

which is the reverse inequality of (B.6) and therefore, for x > 1 — m, (B.11) holds if and
only if x < k(m,a, 7). Therefore, preemptive populism is an equilibrium if and only if

n <n(r)and k < (7, a, 7). O

Proof of Proposition 2. Let k, o, m, 7 induce a responsive democracy:
n < q(m, k) and k(m, a, 7) < kK < &(T, @), (B.12)

where

(1 —7)—76V)
7(1—7)=70V)+ (1 —7m)((1 —a)+76V)

(B.13)

E(W7 a? T) =

vi



Note that, because 7 < 1/2, the denominator of (B.13) is positive and, hence,

E(m,a,7) >0 <= (1—7)—7IV > 0. (B.14)

Part (i): Sufficiency: Let 1—7 < k(7m, o, 7) and n < 7j(7, (7, o, 7)) and take ' = (7, o, 7)—
e, where € > 0. For ¢ sufficiently small, x' € (1 — 7, ) and, by continuity of 1, n < 7(m, .
Therefore, +’ induces populism. Necessity: Let v € (1 — 7, ) induce (preemptive or
informed) populism: n < 7(w,«') and &' < k(m, a,7). Because v’ > 1 — m, the second
inequality implies that 1 — 7 < s(m, o, 7). Furthermore, because

on(m, k) 2(1 —m)m

o w—mari—m) (815

and ' < k(m, a, 7), we have that n < 7j(7, k') < (7, k(7, o, T)).

Part (ii): Sufficiency: Let k < x(m,1,7). Take o/ = 1 — ¢, where ¢ > 0. If ¢ is sufficiently
small, then o/ € («,1) and, by continuity of x, K < k(m, &/, 7). Then, because 7(r, k)
is independent of o and, by (B.12), n < 7(7, ), ¢ induces populism. Necessity: Let
o' € (o, 1) induce populism: < 7(7, k) and k < k(m, o/, 7). Because k > 0, the second
inequality implies that x(m, o/, 7) > 0. Using by (B.14), we then obtain

Ok(m,a,7) —(1=m7m((1—=71)—70V)

o (I—a)i—mtrtrV_m(l+2V)E "

Thus, k < k(7, o/, 7) < k(7 1,7).
Part (iii): Sufficiency: Let x < k(m,, @, 7). Notice that because (B.12) holds and

on(m, k) —2(1—K)k
o (i—mral—mp (B.16)

the definition of 7, implies that 7 < m,. Take 7’ = 7, — ¢, where ¢ > 0. If ¢ is sufficiently
small, then 7' € (7,1/2) and, by continuity of x, x < (7', a, 7). Since n < (7, k) <
n(7’, k), 7" induces populism. Necessity: Let 7’ € (7, 1/2) induce populism: 1 < (7', k)
and k < k(7’, o, 7). Because r > 0, the second inequality implies that x(7, o/, 7) > 0. Using
by (B.14), we then obtain

Ok(m, a, T) _ (1—a)+70V)((1—=7)—70V)
or (I—a)l=—m)+7+ 700V —7(1+20V)))?

> 0. (B.17)
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Because 7(7’, k) is decreasing in 7’ and n < 7(n’,k), then m, > 7'. Therefore, x <

(1, o, ) < K(m,, @, T).

Part (iv): Sufficiency: Let k < k(m, a,0). Take 7" = ¢, where ¢ > 0. If ¢ is sufficiently
small, then 7" € (0,7) and, by continuity of s, k < k(m,a,7’). Then, because 7(r, ) is
independent of 7 and, hence, by (B.12), n < 7(w, k), 7" induces populism. Necessity: Let

7" € (0, 7) induce populism: n < 7j(7, k) and k < (7, a, 7). Because

ok(m,a,7) =1 —m)n((1—a)+0V+(1—a)V) ~ 0
or (1= a)1—7m)+ 7+ 76V —7(1+26V)))2 ’
then k < k(m, o, 7') < K(7, @, 0). H
Proof of Proposition 3. Let k, «, m, 7 induce informed populism:
n(r) <n <n(r k) and Kk < k(T a, 7). (B.18)

Whenever (B.18) holds, in each period, the voter drains the swamp with probability
TPr(s; = 0] = 7(n(1 — k) + (1 — m)K). (B.19)

Marginal changes of « such that (B.18) continues to hold will have no effect on the prob-
ability (B.19). Taking the derivatives of (B.19) with respect to x and 7 yields 7(1 — 27) > 0
and 7(1 — k) + (1 — m)k > 0, respectively. Thus, marginal decreases in « or 7 such that
(B.18) continues to hold decrease (B.19). O]

Proof of Proposition 4. Let r, o, m, 7 induce preemptive populism:

n <n(m)and k < K(m, a, 7). (B.20)

Whenever (B.20) holds, in each period, the voter drains the swamp with probability

Prs; = 0]p*(0)(7 + (1 — 7)d* (D)) + Pr[s; = 1](1 — 7)d* (D) = Pr[s; = 0]p*(0)7 + (1 — 7)d*(0)
(B.21)

where, by (B.10),

(L - )(1 - ;(0)) + 4V
(1= 7)(i (0) + V)

d'(0)=1- € (0,1)
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and, by (B.9),

Tk — 51 Prls, = 1]

p*(0) = L2 Prs, = 0] — m(1 — k)

€ (0,1).

Substituting d*(0) into (B.21) gives that the probability that in each period the voter drains
the swamp is

(1= a)(1 = ' (0)) + 6V

TPrls; = 0]p*(0) + (1 —7) — (1*(0) +6V)

(B.22)

(113 (0)) 13V
d ooy >

0, respectively. Thus, marginal increases in 7 or marginal decreases in «, such that (B.20)

The derivative of (B.22) with respect to 7 and « are Pr[s; = 0]p*(0)—1 < 0 an

continues to hold, decrease (B.22).

Now we consider the effect of marginal changes in . Taking the derivative of (B.21)

gives
0 Pr[s; = 0]p*(0) od*(0) (., 0Pr[s; = 0] _0p*(0) ad*(0)
g Ok +(1=7) Ok _T<p (0) Ok + Prls; = 0] Ok ) +(1-7) ok '
(B.23)
where 2215=0 _ 1 9, -

Ok

od°(0) _ (1 —a+(2-a)V) 9 (0) _
Ok (1 —=7)(6V + p;(0))? 0Ok ’

and, because n < (7)) = 1 — 27,

Op*(0) _ (1 —27—n)(1 —n(1 - 27))

ok (k— (1+n)7—xn(l —27))2 =0

While maintaining conditions (B.20), the derivative (B.23) may be either increasing, de-
creasing, or non-monotonic in x. We illustrate these comparative statics with three spe-
cific parameter values—via a continuity argument, it follows that these three compara-
tive statics hold for a neighborhood of parameter values. First, when (a, 7,4, 7,V,n) =
(0.85,0.45,0.25,0.7,0.05,0.025), Condition (B.20) becomes = 0.025 < 5 = 0.1, and
k < k ~ 0.61863, and (B.23) is positive for all K € (1—m, k). Second, when («, 7,9, 7, V,n) =
(0.95,0.25,0.25,0.01,0.25,0.05), Condition (B.20) becomes = 0.05 < n = 0.5 and x <
K ~ 0.868121, and (B.23) is negative for all x € (1 — 7, k). Third, when (a, 7,0, 7,V,n) =
(0.95,0.4,0.25,0.1,0.2,0.05), Condition (B.20) becomes n = 0.05 < n = 0.2and k < £k ~
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0.915601, and (B.23) is humped-shaped for x € (1 — 7, k). O

Proof of Proposition 5. From (B.19), it is immediate that, in informed populism, marginal
changes to 7 have no effect on the frequency that the voter drains the swamp. In preemp-
tive populism, in each period, the voter drains the swamp with probability (B.21). The

derivative of (B.21) with respect to 7 is 7 Pr[s; = 0] %i;, where

op* 22k — 1H)(1 —m)7

M - rmm—mn2r DR

Thus, marginal increases in 7 such that (B.20) continues to hold increase the probability
(B.21). O

C Additional proofs

Proposition C.1. Let k > R(c, 7). In the unique equilibrium, p*(s) = s and, on the equilibrium

path, the voter chooses not to drain the swamp.

Proof. Let k > K(a, 7). Itis straightforward to see that there exists an equilibrium whereby
the agent chooses p; = 1 if and only if s; = 1. In this equilibrium, the voter’s strategy is
such that: (i) if n < 7(7, k), the voter chooses d;, = 1 if and only if she is informed that
s; = 0; (ii) if n > n(7, k), the voter always chooses d, = 0. We prove that in each case this
is the unique equilibrium.

First notice that Lemmas 2 and 3 hold verbatim but Lemma 4 does not—instead, we

have Lemma C.1 below.

Lemma C.1. Let k > k(«, ). In any equilibrium, p*(s) = s.

Proof of Lemma C.1. First, let n > 7(m, k). By Lemma 3, for any s,, the voter chooses
d; = 0 when informed. When uninformed, the voter’s belief is contained in the inter-
val [14(0), 4(1)] (see (A.5)) and, hence, we also have d; = 0. That is, the voter never drains
the swamp. Therefore, the agent optimally chooses p; = 1 if and only if s; = 1 (Lemma 1).

Second, let < 7j(7, k). By Lemma 3, in every equilibrium d*(0) = 1 and d*(1) = 0. The
auxiliary lemmas in the proof of Lemma 4, Lemmas B.1-B.4, hold verbatim in the current
setting. Therefore, one of three must hold: (i) p*(0) = 0 and p*(1) = 1; (ii) p*(0) € (0,1)
and p*(1) = 1; or (iii) p*(0) = 1 and p*(1) = 1. But notice that, when s; = 0, choosing
pt = 1 1is a strictly dominated action for the agent. Thus, it must be that p*(0) = 0 and
p*(1) = 1. O



We now return to the proof of Proposition C.1. Given Lemma C.1, the voter’s belief
when uninformed is 14(()) = 14(1) and, hence, he chooses d; = 0. Thus, on the equilibrium
path, the voter never drains the swamp. O

D Endogenous V

We now study the model introduced in Section 7 and in which the agent is forward look-
ing, (potentially) infinitely lived, maintaining the assumption that, if the voter drains the
swamp, the incumbent agent ceases to live and is immediately replaces by a new (novice)
agent. The agent’s continuation payoff if the voter does not drain the swamp is then given
by V (o).

In this extension, the only dynamic consequence of the agent’s action is via the voter’s
decision to drain the swamp. Once the voter drains the swamp, the incumbent agent is
replaced by a new agent and, hence, obtains payoff zero in all future periods. Thus, for a
given set of parameters and assessment o, the agent’s continuation payoff is a fixed value
and can be treated as an exogenous parameter. Thus, Lemmas 2—4 hold verbatim in this
extension and the proof arguments are identical.

For our main result (Proposition D.1), we make the following technical assumption.

As per Remark D.1, this assumption is satisfied whenever § is sufficiently small.

Assumption 3. Let f(d*) = 2=l 1m0 () +Prls=0l0-1)1=d)u"O) T fiypction
1-8( Pr{si=1)(r+(1—7) (1-d*))+Prls=0)(1—7) (1—d*)

O(d) := (1= a)(1 = p(0) +8f(d") = (1= 7)(1 = d*)(u(0) + 8 f(d")) (D.1)
is increasing in d*.
Remark D.1. A sufficient for Assumption 3 to hold is that ¢ is small; in particular,

§ < o(a,T) = ;:3(2:_7_). (D.2)

Lemma D.1 states and proves this result.

Under Assumption 3—or alternatively (D.2)—we prove a variant of Proposition 1 be-
low (Proposition D.1). Note that the cutoff values & (7, ), n(7), and 7(7, x) in Proposi-

tion D.1 are the same as in Proposition 1.

Proposition D.1. Suppose Assumption 3. There exists cutoffs k., (7, o, 7) < E(m, «) and
n(m) < q(n, k) such that, in equilibrium,
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(D) 7(m, k) < ninduces a technocracy;

(i) n < n(m, k) and K

end

(7, o, 7) < K induces a responsive democracy;
(i) n(m) <n < n(m, k) and k < K, ,(7, «, T) induces informed populism;
ﬂ n n end pop

(iv) n < n(m) and Kk < Eg,q(7, o, 7) induces preemptive populism.

Proof.

Part (i): Follows from Lemmas 2—4.

For the remainder of the proof, we suppose n < 7(m, ). By Lemma 4, the agent
chooses p; = 1 when s, = 1 and, by Lemma 3, the voter chooses d, = 1 (resp., d; = 0)
when informed that s, = 0 (resp., s; = 1).

For Parts (ii)—~(iv), we characterize the set of parameters for which each regimes ex-
ists. The interior of each set of parameters will be distinct and, hence, it follows that the

equilibrium is unique with exception of a measure zero set of parameters.

Part (ii): In a responsive democracy, d* = 0 and p* = 0. By Bayes’ rule, v (s, = 0) =
v} (s; = 1) and, hence, the voter optimally chooses d; = 0 when uninformed. The agent’s

strategy p* = 0 is optimal if and only if
(1= a)(1 = p(0)) +6V(0™) = (1 = 7)(1(0) + V(7)) (D.3)
Prls; = 1]p*(1) + Pr[s; = 0)(1 — a)(1 — p*(0)) wr+ (1 —a)(1 —7m)k

V(o®) = 5 = — . (D4)

Substituting (D.4) into (D.3) and rearranging gives an equivalent condition for (D.3):

T+ (1 —a)(l—m)

(1 —a)(1—p(0))+ otk T3

> (1 - 7)(0). (D5)

Both sides of Inequality (D.5) are continuous in « and the LHS (resp., RHS) is increasing

(resp., decreasing) in x. Furthermore, at x = k(7, @), we have

(1= a)(1 = p(0)) = p(0),

and, hence, the LHS of (D.5) exceeds the RHS. Define the cutoff kyp (7, a,7) € (1 —

7, k(m, a)) such that (D.5) holds with equality at x = Kk, (7, @, 7) when such a value exists
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and, otherwise, define (7, , 7) = 1 — 7. Thus, for all k € (1 — 7, &(7, «)), (D.5) holds if
and only if K > kpp (7, o, 7). Therefore, a responsive democracy is an equilibrium if and

only if kpp(m, 0, 7) < k < R(m, ) and n < (7, k).

Part (iii): In informed populism, d* = 0 and p* = 1. By Bayes’ rule v/ (s, = ) = 7. By

Lemma 2, the voter’s strategy d* = 0 is optimal if and only if

1 —
nz%@nzg(w)zl—%. (D.6)

Abusing notation slightly, but for greater clarity, we denote the agent’s continuation pay-
off as V(c*). The agent’s strategy p* = 1 is optimal if and only if

~ ~

(1=a)(1 = p(0)) +V(e") < (1 —7)(u(0) + V(7)) (D.7)
where
7(0") = Pr[s; = 1Ju*(1) + Pr[s; = 0](1 — 7)p*(0) _ mk+ (1 —7)m(1 — k)
1 —0(Pr[s; = 1] + Pr[s; = 0](1 — 7)) 1-0(1—7(r(1 —k)+ (1 —m)k))
(D.8)

It can be shown that the difference between the LHS and RHS of (D.7) is increasing in .

To see this, substitute (D.8) into (D.7) and rearrange to obtain the difference between the
LHS and RHS of (D.7):

6+ (1 —7)m(l — K)

Taking the derivative gives

oV(k) (1-a)l-—mr (I—mn(l—7) o1 —6(1—7)(2 — 7))72
Ok _(/{(1 — 271‘) + 7T)2 + (/{(1 — 27T) + 7T)2 + (1 — 5+ 5(/{(1 — 27?) T 7T)7‘)2' (D.9)

We prove that 8\13’—(”) > 0. For sake of contradiction, suppose (D.9) is non-positive. Since

K

the first 2 terms of (D.9) are positive,

om(1—6(1 —7)(2 —7))72

(1—0+0(r(l—21) +m)7)2 0. (D.10)
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Because (D.10) holds, (1 —6(1 —7)(2 — 7)) < 0and (1 —7)(2 — 7) > 0 and, hence, (D.10)
is bounded above (D.10) when evaluated at 6 = 1. Thus, it must be that (D.9) is also
negative at ) = 1—substituting = 1 into gives

l-a)l—-m7n (Q1-mr(l-7) w(1->01-m)(2-7))
(k(1=2m)+7m)?  (k(1—27)+7)? (k(1 —2m) + m)?
(=) —m)m 72

(k(1—=2m)+7m)2  (k(1—27)+m)%

but this is clearly positive—a contradiction.

Combining the fact that, at x = &(m, @), the LHS of (D.7) exceeds the RHS and 2% >
0, allows for the following. Define the cutoff xp,,(7,a,7) € (1 — 7, k(7, a)) such that
(D.7) holds with equality at k = kp,,(7, @, 7) when such a value exists and, otherwise,
define rp,,(7,,7) = 1 — 7. Then, for all x € (1 — 7, (7, a)), (D.7) holds if and only if
K < Epyy(m, a, 7). Therefore, a informed populism is an equilibrium if and only if £ <
Epop(T, 0, 7) < K(m,a) and n(m) < n < (7, k).

Part (iv): In preemptive populism, d* € (0,1) and p* € (0, 1). By Bayes’ rule,

B mk+7m(l —K)p*
~ Prs; = 1] + Pr[s; = 0]p*’

V:(St = @)
and , hence, by Lemma 2, the voter’s strategy d* € (0, 1) is optimal if and only if p* € (0, 1)
satisfies

7wk +7m(l — K)p* 1-
Pr[s; = 1]+ Pr[s; = O]p* 2 °

(D.11)

The LHS of (D.11) is continuous and decreasing in p* with range (7, Pr[f; = 1 | s, = 1]),
and the LHS is strictly greater than the RHS at p* = 0. Thus, a (unique) solution p* € (0, 1)
to (D.11) exists if and only if the LHS is strictly less than the RHS at p* = 1:

n < n(m).

Abusing notation slightly, but for greater clarity, we denote the agent’s continuation pay-
off as V(d*, o). The agent’s strategy p* € (0, 1) is optimal if and only if d* € (0, 1) satisfies

(1 —a)(1— u0)+oV(d*,o*) = (1 —7)(1 —d)(u0)+6V(d*, o)), (D.12)

Xiv



> CPrfs =1+ (1= 7)1 = d)p (1) + Prls; = 0](1 — 7)(1 — d")u*(0)
1 5(Pr[st —1](r + (1 — 7)(1 — d*)) + Pr[s, = 0](1 — 7)(1 — d*))

. (D.13)

By Assumption 3 and noting that f(d*) = V (d*, o*), the difference between the LHS and
RHS of (D.12) is increasing in d*. Since the LHS exceeds the RHS at d* = 1, Equation
(D.12) has a unique solution in d* € (0, 1) if and only if at d* = 0 the LHS is strictly less
than the RHS:

(1 —a)(1 = u(0)) +6V(0,0") < (1 —7)(u(0) + 6V (0,5%)). (D.14)

But notice that

V(0,0%) = V(c¥), (D.15)

where V(a*) is defined as per (D.8). Thus, (D.14) simplifies to

~ ~

(1= a)(1 = pu(0)) +V(0") < (1 = 7)(u(0) + 6V (07)),

i.e., Inequality (D.7) holds strictly. As implied by the arguments of the proof of Part (iii),
for k € (1—7,R(m, @), the cutoff i p,, (7, , 7) is such that the inequality (D.7) holds strictly
if and only if < kp,, (7, @, 7). Therefore, preemptive populism is an equilibrium if and

only if n < n(7) and k < Kp,, (7, @, T).

Final step. To complete the proof, we show kyp (7, @, 7) = Kp,, (T, a, 7). First we prove
ﬁRD(T‘-a Q, 7_) S ﬁPop(Tr? a, T)’

Let k = kp,, (7, a, 7). We consider 2 cases. First, suppose that 1 — 7 < kp,, (7, o, 7); this
means that

A

(1= a)(1 = p(0)) +6V(0™) = (1= 7)(u(0) + 6V (07)).
Second, suppose that 1 — 7 = sp,, (7, a, 7); this means that

~ ~

(1= )1 = pu(0)) + V(o) = (1 = 7)(u(0) + V(7).
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By Assumption 3 and recalling that f(0) = V(0,6*) = V(0*) (see (D.15)), either case above
violates (D.14) and, hence, there is no solution d* € (0, 1) to (D.12). Furthermore, since the
LHS of (D.12) is strictly greater than the RHS at d* = 1, it must be that, at d* = 0, we have

(1—a)(1 = p(0)) +6V(0,0%) > (1 —7)(u(0) + 6V (0,5%)) (D.16)

The continuation payoff V(d*, o*) is defined in (D.13) but, using the equilibrium indiffer-
ence condition, the continuation payoff has an equivalent form:
o e e Prls =1 4+ (1 = 7)1 = d)pr(1) + Prls; = 0](1 — &) (1 — p*(0))
‘/:llt(d , O ) - .
1- 5<Pr[st =1)(t+ (1 =7)(1 — d*)) + Pr[s; = O])

(D.17)

At d* =0, we have

V(Oa G*) = V:zlt(oa 0-*) = V(O-*)’ (D.18)

where V (0*) is the continuation payoff of the agent in the responsive democracy equilib-
rium. Thus, substituting (D.18) into (D.16), we have

(1=a)(1=p(0)) +dV(e") = (1 —7)(u(0) + 6V (c7)),

i.e., (D.5) holds. This, by construction of (7, «, 7), implies that K > kpp (7, a, 7); that
is, Kpy, (T, 0, 7) > KEpp(m, @, T) .
We now prove kp,, (7, @, 7) < kgp (7, a, 7). For sake of contradiction, suppose rp,,, (7, o, 7) >

Epp(T, 0, 7). Let & € (kpp(m, @, 7), £ poy (T, @, 7)), which implies that
(1 —a)(1 = p(0)) +dV(e™) = (1 —7)(u(0) +dV(c")) (D.19)
and
(1 —a)(1—pu(0)) +6V(e*) < (1 —7)(1(0) 4+ 6V (c¥)). (D.20)
Recalling (D.15) and (D.18), Inequality (D.20) becomes:
(1= a)(1 = p(0) +6V (™) < (1= 7)(1(0) + 6V (07)),
which contradicts (D.19). Defining r,,q(m, @, 7) = fipp(m,a,7) = kp,, (7, a, ) completes

the proof of the proposition. O
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Lastly, we prove the claim made in Remark D.1.

Lemma D.1. Suppose § < §(a, 7) = ;:—3(2127)-

Equation (D.1) is increasing in d*.

B (d*)

Proof. Suppose § < d(c, 7). We prove that <322 > 0 by taking a sequence of inequalities

that establish a positive lower bound on the derivative. First note that

a * 8 F(d* ~ 8 *
((};E;f ) =0 J(;(dci ) + (1 —=7)p0)+ (1 —="7)0f(d)—(1—7)(1— d*N)(S ‘ggi )
_ of(d*
= (1—7)u(0)+ (1 — 7)o f(d*) + (1 —(1-7(1- d*))5 "ggi )
of(d*
>0 =7)p0)+(1—-1-7)(1- d*))é%,
since f(d*) > 0. Furthermore, we have
ofd) _  al-n(+62k-1)(1-m7)
od* (1 =9+0d —§(d*—m— k(1 —2m))7)? 7
thus, the lower bound (D.21) can be lowered to:
0P(d") af(d)
rE > (1 —7)u(0) + 0 o
Furthermore, we have
O°f(d) _ 20m(1—7)*(1+ (26 — 1)(1 —m)7) .

9(d):  (1—6+od —o(d — 7 — k(L — 27m))7)3

and, hence,

af (d¥) . of(d)@=0  w(1-7)(1+52k—1)(1—7)7)
od* od*  (1=601— (m+ k(1 —=2m)7T)2
2 ey [45=0
Noting that % is decreasing in J, we obtain that

of(d) _ of(a)
od* od~

d*orl _ o rl=7)(+ @2k —m)7)
((m 4+ &(1 = 2m))7)? '
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The derivative of 2%

od*

d*=016=1 .
‘ with respect to 7 is

—(1=7)(k =7+ 267+ 2k — 1)(k — )T)
(k+ 7 — 2km)372

< 0;

of(d*)
thus, S

d*=06=1 . . .
‘ is decreasing in 7 and

Of(d) _ B (d) T Ao n@ @
Od* Od* N 72 '
m=1/2

d*O‘(Sl

Notice that %(d‘f)

is decreasing in x and so

o) | Of(a) sy (1= e
od* od* B 72 ’
Thus, (D.23) can be lowered to Mggﬁ*) > (1 —7)u(0) =9 % Since 1(0) is decreasing
inkand k < R(m, «),
Kk=FR(m,a) 11—«
Thus, we have
0 (d*) -« (1-7)2+7)
o >(1—T)2_a—5 . : (D.24)
It follows that 8qgé‘f*) >0 forall § < 3= (2127) = §(a, 7), as required. O

E Multi-period accumulation

Suppose that draining the swamp leads the voter to have an inexperienced agent for
T > 1 periods. That is, after draining the swamp in period ¢, the voter obtains expected
payoff (1 — ) in each of the next T" periods. At period t + T, the agent is experienced.
Abusing notation slightly, we define U(c*) as the voter’s expected continuation payoff
from an experienced agent—which we simply refer to as the voter’s continuation payoff.
If the voter drains the swamp in period ¢, then the voter’s continuation payoff from the

period-t inexperienced agent is
T-1
L—y+ Y 6"(1—m)+6"U(0").
t'=1
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In this extension, Lemma 1 holds verbatim and the proof is unchanged. We now pro-
ceed to analyze the equilibrium behavior of the voter and agent. We begin with an auxil-

iary lemma that bounds the voter’s continuation payoff from an experienced agent.
Lemma E.1. In every equilibrium o*, 3=% < U(o*) < &1

Proof. Intuitively, the voter’s continuation payoff is bounded by the present discounted

value of the maximum expected per-period payoff they can obtain, i.e.,

U(a*) < Pr[St :O](l—M(O))-i-Pr[St = l]u(l)—i—n (1—71-)%4_7”1_’_7] K+
N 1—-90 1-46 “1_5

For the lower bound, we begin by establishing that
1—v+n+46U(c >1—yt+zcst ™) + 07U (0%). (E.1)
For sake of a contradiction, suppose that (E.1) does not hold, i.e., after rearranging
= n+0U(c%) < Zét )+ 67U (o). (E.2)

By sequential rationality,

U(o*) > Prlpy = 0| o”](Pr[0; = 0 | p; = 0,07 +n+6U(c"))
T-1
+ Pr[p; =107 (Pr[Qt =0|p=1L0o"+» 61—+ 6TU(a*)). (E.3)

t'=1

Substituting (E.2) gives

U(c") = Pr[pe = 0| o*](Pr[f; = 0 | p = 0,0"] + 1+ 0U(07))
+Prps =1 a*](Pr[@t =0|p=1,0"]4+n+ 5U(0*)>

=1—-m+n+0U(c").
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Recursively applying the above inequality, we obtain

T-1
U(e*) > 6" (1L—m+n)+6"U(0")

t'=1

— §U(o Zau—wm +6"U(o >Z(5t +6TU(07),

which contradicts (E.2).
Returning to (E.3) and applying (E.1) gives

U(c*) > Prlp,=0|0*](Pr[d, =0 | p, =0,0"] + i(St/(l —7) + 07U (c%))

t'=1

—l—Pr[pt:l|a*](Pr[9t=0’pt=1,0 Z(St ) +67U(o ))
—1—7r+25t ™)+ 67U (o).
Applying the above inequality recursively gives U(c*) > (1 —7)/(1 — 6). O

Lemma E.2 establishes an analog of Lemma 2. Because of the dynamic consequences,
the voter has less incentive to drain the swamp. Intuitively, the size of the ‘dynamic cost’
depends on the equilibrium behavior of the voter and agents, o*.

Lemma E.2 (Voter’s optimal strategy.). In any equilibrium, the voter drains the swamp if and
only if

1-— T_1 o L-m
”f<T_5 (1-6 )(U(U) —1_5),
where U(o*) — =% > 0.
Proof. The voter’s expected payoff from d;, = 1is
(1—u)+ Z ' (1 —7) 467U (c) (E.4)
and their expected payoff from d; = 0 is
v +n+0U(c"). (E.5)
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Thus, the voter chooses d;, = 1 if and only if (E.4) exceeds (E.5):

ut<%—5 ((1—5“ Zaf’ 1—7r) (E.6)

=50 (UG - %:?)

We now prove that the bracketed term in the RHS of (E.6) is non-negative. For sake of
contradiction, suppose it is negative:

Ule*) < 67U (o Zat 1 (E.7)

Recursively applying (E.7) gives

T—1 T—1
U(o*) < 67 1(5T U ( )+Z5t/_1(1—7r)>—|—z5t_1(1 )
t'=1 t'=1
2(T-1)

<" VU + > 1 - ) foralln € N.

In the limit, as n — oo, we have U(c*) < i=5. By Lemma E.1, it follows that U(c*) = 1=5

but then substituting this into (E.7) delivers a contradiction:

1—7r<5T_11—7r (1—7r)(1—5T_1):1—7T
1-9¢ 1—9¢ 1—9¢ 1-4

]

Lemma E.3 establishes an analog of Lemma 3. Because of the dynamic consequences,
the agent has more power: 7,,,(c*) < 7(7, k).

Lemma E.3 (The optimal choice of an informed voter.). In any equilibrium, if the voter ob-
serves the agent’s signal s,, then

(i) when s, = 1, the voter never drains the swamp;
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(ii) when s, = 0, there exists

(1 — K)
Tl—r)+ (1 -7k

—5u—5TU<U@ﬂ—1_”)

Nmp(0™) 1 =1—2 T3

such that the voter drains the swamp if n < T,(c*) and does not drain the swamp if
N > Nmp(0™).
Notice that 7y,,(c*) < (7, k), where (7, r) is defined as per the benchmark model.
Proof. Suppose the voter is informed that s; = 1. Then, because x > 1 — 7, their belief
is /(1) > 1/2 and hence, by Lemma E.2, the voter chooses d; = 0. Suppose the voter is

informed that s, = 0. Then their belief is v;(0) = Pr[¢; = 1 | s, = 0]. By Lemma E.2, the

voter chooses d; = 1 if

(1 — k) 1—n
fl—r)+d—mr =~ 2

- 5%(1 - 5T—1)<U(a*) . 1:7(;)

Rearranging the above inequality completes the proof. O

Lemma E 4 establishes an analog of Lemma 4.

Lemma E.4 (Effectiveness begets power.). Let yu(s;) be the agent’s belief that an emergency
has occurred when she observes signal s,. In any equilibrium, if n > 7,,,(0*), the agent always
triggers the emergency policy. If n < f,,(c"), the agent triggers the emergency policy with
certainty when she detects a threat and otherwise with strictly positive probability only if

(1= a)(1 = p(0)) +6V < (1 —7)(1 = d*)(u(0) + V) (E.8)

where d* is the equilibrium probability that the voter preemptively drains the swamp when she is
not informed.

Proof. After replacing 7(m, k) with 7,,,(c*), the proof argument is identical to Lemma 4
and, hence, omitted. O

Before proving our main characterization, we establish some preliminary lemmas that

hold for any 7, including 7 = 7,,,(¢*).

Lemma E.5. In any equilibrium, when s, = 1, the agent chooses p; = 1.
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Proof. We begin by introducing some notation. Given an equilibrium and for s € {0, 1,0},
let d(s)* be the voter’s probability of chooses d; = 1 when informed that s; = s. By Part
(i) of Lemma E.3, for any 7, d(1)* = 0 and, hence, d(1)* < d(0)*. It can be shown that
d(1)* < d(0)* implies that the agent chooses p; = 1 when s, = 1. The proof follows a
similar argument as in Lemmas B.1-B.4; however, the argument must be adapted for the
possibility that the voter may drain the swamp with non-unit probability d(0)* < 1 when

informed that s; = 0. For brevity’s sake, we omit these details. O

Lemma E.6. In every equilibrium o*, 75 < U(o*).

Proof. Recall that p* is the probability that the agent chooses p; = 1 when s, = 0. If p* =1,
then, by sequential rationality and Lemma E.5, it is immediate that

T+n
)

Ul*)>rm+n+6U(c") <= U(dc") > :
Otherwise, suppose p* € [0, 1). Then, by sequential rationality and Lemma E.5,

U(o) > Prlp, = 0| 0*](Prlf, = 0 | pi = 0,0°] + 1+ 6U (")
+Pifp =110 (Pelf = 1| pp = 1,0 + 0+ 6U(0"))

=n+dU(")+(1—=p" )1 —m)k+7mx+ m(1l — Kk)p*
>n+o6U(c")+ (1 —p)r(1 — k) + 7k +7(1 — K)p*
=n+o0U(c")+ 7
oo TN
>
— U(o") > s
where the second inequality follows because (1 — 7)x > m(1 — k). O

For our main result (Proposition E.1), we make the following technical assumption.
As per Remark E.1, this assumption is satisfied whenever 0 is sufficiently small.

ntmp* +r(1=p*) +Prlsi=0lrp" (1—p(0)+ £ 51 6%’ (1=m)—u(0)
1—0+Pr[s:=0]rp*(1—6T-1)§

Assumption 4. Let g(p*) = . The function

N Tk +m(1 — K)p* 1= Lo o 1=
g(p)'_Pr[st:1]+Pr[st:0]p* 2 +52(1 g )(g(p) 1—5) (E9)

is decreasing in p*.
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Remark E.1. A sufficient for Assumption 4 to hold is that & is small. In particular, define é(r, T)
27 (1—m)(1—2m) (1=8(m,T))?
- (T-1)(1-7)

exists. Then Assumption 4 holds for all § < 6(w,T). Lemma E.8 states and proves this result.

as the unique value in (0,1) such that o(m,T) = ; such a value always

Under Assumption 4—or alternatively § < (m, T)—we prove a variant of Proposi-
tion 1 below (Proposition E.1). Note that the cutoff values #(7, @) and (7, a, 7) in Propo-

sition E.1 are the same as in Proposition 1.

Proposition E.1 (Technocracy, democracy, and populism.). Suppose Assumption 4 holds.
There exists cutoffs r(m, o, 7) < K(m, &) and frp (7, 5, T) < 0, (7,5, T) < freen(m, £, T) such
that, in equilibrium,

(i) e (m, K, T) < ninduces a technocracy;
(i) n < frp(m, &, T) and k(7, o, T) < K induces a responsive democracy;
(i) 1, (7. K, T) <0 < freen(m, £, T) and k < (7, o, 7) induces informed populism;

(v) n <n,,(m & T)and k < K(m, o, ) induces preemptive populism.

Proof.

Part (i): In atechnocracy, the voter’s continuation payoff from an experienced agent is

T™+n

U =15

and, hence,

167!

Tp07) 2 = 1 = 0775 (n-(-2m) - 2 (1K)

1—kr)+(1—-mk

The voter’s decision to choose d; = 0 when informed that s; = 0 is optimal if and only if

ﬁmp<‘7*) <n

-7t (1 — k)

L0 5 =2 = 2 i — e

1—6T_1>n_ 167

< _10
—(”5 T 1—5"

Rearranging gives the condition

1—-6 -7t 1-90 (1l — k)

1—-27) -2
1—5T+51—5T( ) 1—0Tr(l—k)+(1—m

),‘{ = ﬁTeCh(ﬂ-7 ’%7 T) S 77

Thus, a technocracy is an equilibrium if and only if freen (7, &, T) < .
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Part (ii): In a responsive democracy, the voter’s continuation payoff is

(o) = Pr[s; = 0](1 — u(0)) + Pr[s; = 1u(1) + 1 _ (1—-mK+7Kk+n _ kT
1—96 1-0 1—46

It is optimal for the voter to choose d; = 1 when informed that s, = 0 if and only if
N < Nmp(c™*); that is,

(1 — k) i k+n—(1—m)
<1-2 —o(l —
U e (s e v LG A
6(1— 6771 (1 — k) o k— (1 —m)
<1 — — M S A
= i+ 1-90 )=l 271‘(1—%)+(1—7T)/-€ o1 =37 1-9
1-0 1-9 (1 — k) §(1—=6T""YH(k - (1—m))
< — —
A B el B ¢ g iy e v 1— o7
— 77RD(7T7 ’%7T)
Rearranging shows that
_ 19 1-0 (1 —k) d1—06""H(1—-2m) 1 —-06""N(k—m)
IR ey s e sy e 1—of 1— o7
_ (1 —6""YH(k —7)
= nTech(ﬂ-a IQ,T) - 1_ o7 )
and, since k > 1 — 7 > 7, we have that gp (7, K, T) < frech(m, K, T).
The agent’s strategy p* = 0 is optimal if and only if
(1—a)(1—pu(0))+d6V > (1—7)(u0)+oV). (E.10)

Both sides of inequality (E.10) are continuous in x and the LHS (resp., RHS) is increas-
ing (resp., decreasing) in k. Furthermore, at kK = &(m, «), the LHS of (E.10) exceeds the
RHS because (1 — a)(1 — u(0)) = 1(0). Define the cutoff x(m, o, 7) € (1 — 7, (7, ) such
that (E.10) holds with equality at x = (7, a, 7) when such a value exists and, otherwise,
define (7, o, 7) = 1 — . Thus, for all k € (1 — 7, k(7 «)), (E.10) holds if and only if
k> k(T a,T).

Finally, notice that the requirement for d* = 0 to be optimal for the voter does not
imply any additional constraints once x > (7, o, 7) is imposed since this implies p* = 0

and, in turn, d* = 0 is optimal for the voter. Therefore, a responsive democracy is an
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equilibrium if and only if

k(m,o,7) <k < R(m, ) and n < figp (7, K, T') (E.11)

Part (iii): In informed populism, the voter’s continuation payoff is

U(o") = Prls; = 1](u(1) + 1+ 0U(07)) + Pr[s; = 0](1 — 7)(1(0) + n + 6U(c"))
(1 —m)(1—487)
1—6
=(1—=Prfs;=0r)n+7mc+(1—-7)n(1 —k)+7(1 —7)K
+ 6U(0*)(1 — Pr[s; = 0]7) + Pr[s; = 0]767 U (c¥)

+ Prfs, = 0]T<(1 - ?ﬁlé_ 5T))

+ Prls; = O]T(l — n(0) + + 5TU(‘7*))

and, hence,

1
1- ((5(1 — Pr[s; = 0]7) + Pr[s; = O]T(ST)

U(o") =

x ((1 ~Prfsi = 0)7)y + 7+ (1 — 7)m(1 — k) + (1 — 1)k + Prfs; = O]T((l - 7{)115_ d ))> |

It is optimal for the voter to choose d; = 1 when informed that s; = 0 if and only if
1N < fmp(07):

PSP S S
_ 7o L =7 (1l — k)
=1+6(1-0 )1_5—2“1_%”(1_@5

§(1 =671 (1 — Pr[s; = 0]7)
1-— (5(1 — Pr[s; = 0]7) + Pr[s; = 0]75T>

| (M + (1= 7)1 — k) +7(1 — m)k + Prs, = m{%))

—5(1 =61
1-— (5(1 — Pr[s; = 0]7) + Pr[s; = 0]7(5T>
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Simplifying gives

1
UBS 1 4 __30=6T")(A=Prfsi=0]7)
1—(5(1—Pr[st:0}7)+Pr[st:0]T§T)
l—m (1 — k)

% <1+5(1_6T1>1—5_27r(1—f£)+(1—7r)/<o

—6(1—=6"7h

(M + (1= 7)1 — &) +7(1 — 7k + Prls, = 0%(%))
1— (5(1 — Prls; = 0]7) + Pr[s, = 0]T<5T> )
= np(m, K, T) (E.12)

By Lemma E.2 and because v (s; = 0)) = 7, the voter’s strategy d* = 0 is optimal if and

only if
1—n 1 T_1 . 1—m
P iy ey § [ — . .
25510 )(U(a) 1_5) (E.13)
Simplifying gives
1—n 1 o l—m
> T as2(]— -
T2 +52(1 J )1—6
§2(1 — o671
_ 1l ) X ((1 — Prls; = 0]7)n+ 7k
1- (5(1 — Pr[s; = 0]7) + Pr[s; = 0]7’5T>

+ (1 —7)7(l = k) + 7(1 — 7)k + Prls, :0]r<(1 —m)(1—-9 )>)

1-6
11 N
EERE A
(1 L1 oY) )
2 9 (5(1 — Pifs, = 0]7) + Pr[s, = O]TaT) (1 — Pr[s, = 0]r)

051 — 5T*1)(7m + (1 —=7)7(l — k) +7(1 — 7))k + Pr[s; = O]T(—(l_’rl)(fs_ﬂ)>>

1-— (5(1 — Pr[s; = 0]7) + Pr[s; = O]T&T)
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and, hence,

1

1 53 (1—6T-1)
1y
1— <5(17PI‘[St=0]T)+PI‘[St=O]T(5T) (1—Pr[s¢=0]7)

1—m

1—90

n =

1 1 T_1
| 3 7T+52(1—6 )

63(1 = 67°) (w4 (1 = 7)m(1 = &) + 7(1 = m)r + Prfs, = 0] (L2420 )
1-— <5(1 — Pr[s; = 0]7) + Pr[s; = O]T5T> )
=17 K, T). (E.14)

Notice that
QIP(’]TN‘{') T) < ﬁ[P(ﬂ_a K,T). (E15)

To see this, suppose o* induces informed populism and 7 is such that n = 7;p(7, &, T):

n=1-01- 5T_1)(U(U*) a 1:;?) a 27T(1 —7;()1—1—_(?— K
(1 — R) 1= 1 T R s
A iy e vt D LG (V) -1=5) (E-16)

The RHS of (E.16) is exactly the RHS of (E.13) and the LHS of (E.16) is strictly less than 7.
Thus, (E.13) is satisfied and, hence, n, (7, x,T) < n = ijrp(m, &, T).
The agent’s strategy p* = 1 is optimal if and only if

(1—a)(1—p(0))+0V < (1—7)(u(0)+0V). (E.17)
As implied by the arguments of the proof of Part (ii), the cutoff x(rw,a,7) is such that
inequality (E.17) holds only if x < k(w, «, 7). Thus, informed populism is an equilibrium

if and only if n (7,5, T) <n < frp(7, K, T) and & < K(7, o, 7).

Part (iv): In preemptive populism, the voter’s continuation payoff is

XXviii



U(o™) = Pr[s; = 0](1 — p*)[1 — p(0) + 1+ 0U(c")]
+ (Pr[s; = 0]p* + Pr[s; = 1)) (1 — 7)(u(D) +n + 6U(c¥))

+ Prs, = 17 (u(1) + n 4 06U (%)) + Pr[s, = 0]7p*(( )+ Z 8" (1 —m) + 67U (o))

= Prls, = 0)(1 — p*)[1 — u(0) 4+ n 4 U (%))
+ (Pr[s; = 0]p" + Pr[s; = 1])(1 — 7)(u(0) +n + 6U(c¥))

+ Pr[s, = 1 (pu(1) + 1 + 0U(c*)) + Pr[s, = 0]7p"(( )+ Z 8" (1 —m) + 07U ("))
+ Prls; = 0]7(1(0) + 1+ 6U(0™)) — Pr[s; = 0]7(u(0) + 1 + 5U(a )).
Simplifying gives
U(o*) =1+ 6U(0") + (1 —p) (1 — m)k + (1 — 7) (7 + 7r(1 — K)p")
+ 77k + mp*r(1 — k) + Pr[s, = 0J7p*(( +Zat (1—7) — u(0) —n)
— Pr[s, = 0]rp*(1 — 67 1)U (c¥)
— )+ 0U(0*) + mp* + k(1 — p*) + Pr[s; = 0]7p*(( +Z(St (1—m) — pu(0) —n)
— Pr[s; = 0]7p*(1 — 671U (c¥).

Therefore,

(o) = 1ETP R(1=p") + Prfs; = 0]rp"((1 = p(0)) + 3062, 8" (1 = m) — u(0) — 1)
1 — 8+ Pr[s; = 0]7p*(1 — 67-1)6 '
(E.18)

By Lemma E.2 and Bayes’ rule, the voter’s strategy d* € (0, 1) is optimal if and only if
p* € (0, 1) satisfies:
Kk + (1 — K)p* _1—n 1

T—1 * I—m
Pr[s, = 1] + Pr[s, = 0]p* 2 55(1 =0 )(U(U ) — 1= (5>. (E.19)

At p* = 0, the LHS of (E.19) exceeds the RHS and, furthermore, Assumption 4 ensures that
the difference between the LHS and RHS of (E.19) is decreasing in p*. Therefore, a unique
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solution p* € (0,1) to (E.19) exists if and only if, at p* = 1, the RHS of (E.19) exceeds the
LHS:

T < 1% - 5%(1 — o7 (U(a*) per_ 17 ”). (E.20)

T 1-6

But, at p* = 1, the continuation payoff of the voter under informed and preemptive pop-
ulism are equal. Thus, (E.20) is the same as (E.13) with the inequality reversed and strict—
hence, (E.20) holds if and only if

n<n,,(meT),

where 1, (7, x, T) is defined in (E.14).
The agent’s strategy p* € (0, 1) is optimal if and only if d* € (0, 1) satisfies:

(1—a)(1 — (0)) + 8V = (1 — 7)(1 — d*)(u(0) + 6V). (E.21)

The RHS (resp., LHS) of (E.21) is decreasing (resp., constant) in d*. The range of the RHS
is (0,(1=7)(u(0)+V)). Atd* = 1, the LHS exceeds the RHS. Therefore, a (unique) solution
d* € (0,1) to (E.21) exists if and only if at d* = 0 the RHS exceeds the LHS:

(1—a)(1 — (0)) + 6V < (1 —7)(u(0) + 5V). (E.22)

As implied by the arguments of the proof of Part (ii), the cutoff x(m,a,7) is such that
the inequality (E.22) holds only if x < (7, o, 7). Therefore, when preemptive populism
is sustained it must be that n < 7, (7, %,T) and x < K(7, o, 7)—it is straightforward to
show that, for k € (1 — 7, k(7 «)), this condition is also sufficient to sustain preemptive

populism.

Ordering the 7 thresholds: For every equilibrium o,
ﬁRD (7T7 R, T) S ﬁmp(o-*) S ﬁTech(ﬂ-a R, T) (E23)

This follows because 7,,,(c*) is decreasing in U(c*) and, per Lemmas E.1 and E.6, the
lower (resp., upper bound) on U(c*) is obtained when ¢* is a technocracy (resp., respon-

sive democracy).
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Combined with (E.15), Inequality (E.23) implies that
ﬁRD(ﬂ-7 K, T) < QIP<7T’ K, T) < ﬁIP(ﬂ-7 K, T) < 77Tech(7r7 K, T)

Finally, we prove that 7;p(7, k,T') = fireen(m, £, T'). To see this, suppose that o* induces
informed populism and 1 = 7;p(7, k,T'). Then, by construction, the voter is indifferent
between draining the swamp when becoming informed that s;, = 0. Thus, the voter’s

continuation payoff can simplified to

U(o") = Prls; = 1](u(1) + 1+ 0U(07)) + Pr[s; = 0](1 — 7)(1(0) + n + 6U(c™))
+ Prls; = O]T<u(0) +n+ 5U(a*)),

which is the same continuation obtained under technocracy. It is then immediate that

ﬁ1P<7Ta R, T) = ’F]Tech(ﬂa R, T) ]

Lemma E.7. Suppose ) = fp(0*) and n & {Npp (7, &, T), Nrecn(m, K, T)}. Then d* = 0, p* > 0,
and voter chooses d, = 1 with positive probability only when informed that s, = 0. Furthermore,
if k(m, o, T) < K, then

(i) the voter chooses d; = 1 with positive but non-unit probability when informed that s, = 0.
(i) p* € (0,1).

Proof. We begin by introducing some notation. Given an equilibrium and for s € {0,1,0},
let d(s)* be the voter’s probability of choosing d; = 1 when informed that s; = s. For
s € {0,1}, let p(s)* be the agent’s probability of chooses p; = 1 when s; = s. Part (i) of
Lemma E.3 and Lemma E.5 imply that d(1)* = 0 and p(1)* = 1.

First, for sake of contradiction, suppose that d(0)* = 0. By Bayes’ rule and Lemma E.2
and because p(1)* = 1, it must be that d(0)* = 0. But then, by Assumption 2, sequential
rationality of the agent implies that p(0)* = 1. The voter’s continuation payoff is then
equivalent to the technocracy equilibrium continuation payoff. Since = 7,,,,(¢*), it must
be that 7 = reen (7, &, T')—a contradiction. We conclude that, for all n < fjreen (7, &, T) and
when 1 = 7,,,(¢*), in equilibrium d(0)* > 0.

Second, for sake of contradiction, suppose p(0)* = 0. By Bayes’ rule and Lemma E.2,
it must be that d()* = 0. The voter’s continuation payoff is then equivalent to the re-
sponsive democracy equilibrium continuation payoff. Since n = 7,,,(c*), it must be that
n = fNrp(m, K, T)—a contradiction. We conclude that, for all » > 7ngp(7, x,T) and when

N = Nmp(c*), in equilibrium p(0)* > 0.
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Third, notice that n = 7,,,,(¢*) is equivalent to requiring that

v (0) = 1_7” _ 5%(1 — 5 (U(e) - i -7

Because p(0)* > 0 and p(1)* = 1, it follows that v;(0) < v;(f)) and hence
1—

* 1 T—1 * l—m
Vi (D) > %—55(1—5 )(U(J)—m),

i.e., the voter strictly prefers to not drain the swamp when uninformed. We conclude that
d(0)* = o.

For Parts (i) and (ii), we suppose x(m, o, 7) < k. For sake of contradiction, suppose
d(0)* = 1. As shown above, p(0)* > 0 and hence it must be that

(1 —a)(1 = p(0)) + 6V < (1 = 7)(u(0) + 0V).

But, by construction, x(7, a, 7) < k implies that the above inequality does not hold (see the
proof of Part (ii) of Proposition E.1)—a contradiction. For sake of contradiction, suppose
p(0)* = 1. Because d(0)* € (0,1), the voter is indifferent between draining the swamp
when informed s, = 0. It follows that the voter’s continuation payoff must then equal the
continuation payoff in a technocracy equilibrium. But then 1 = 7y (7, &, T'), which was
assumed not to be the case—a contradiction. [

Proposition E.2. Suppose x(m, o, 7) < k and ngp(m,k,T) < n < freen(m, &, T). There is a
unique equilibrium such that d* = 0, p* € (0, 1), and the voter chooses d, = 1 with positive but

non-unit probability only if they are informed that s, = 0.

Proof. Suppose k(m,a,7) < r and fgp(m, &, T) < 1 < freeh(7, K, T). We show that there
always exists an equilibrium with d(0)* € (0,1), d(#)* = 0 and p* € (0,1). The voter’s
strategy d(0)* € (0, 1) is optimal if and only if p* € (0, 1) satisfies

v (0) = 1%” - 5%(1 — 5 () - 1 7). (E.24)

Voter’s strategy d(())* = 0 is optimal if and only if p* € (0, 1) satisfies

1 -7 (U(a*) - i:g) (E.25)

Because v;(0) < v;(0) for all p* € (0, 1), Inequality (E.25) is implied by (E.24).
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The agent’s strategy p* € (0,1) is optimal if and only if d*(0) € (0, 1) satisfies
(1—a)(1—pu(0)+6V =((1=7)4+7(1—d(0)))((0) + V). (E.26)
At d*(0) = 1 and because x > k(m, a, 7), we have
(1—a)(1—p(0)+6V > (1 —7)(u(0)+0V), (E.27)
i.e., the LHS of (E.26) exceeds the RHS. At d*(0) = 0 and because s < i(m, ), we have
(1 —a)(1—p(0))+ 6V < u0)+46V, (E.28)

i.e., the RHS of (E.26) exceeds the LHS. Given (E.27) and (E.28) and because the LHS of
(E.26) is independent of d(0)* and the RHS is decreasing in d(0)*, there exists a unique
solution d(0)* € (0, 1) satisfying (E.26).

It only remains to prove that there exists p* € (0, 1) satisfying (E.24). Recalling Lemma E.3,
(E.24) is equivalent to 7 = 7,,,,(¢*). Next we calculate the voter’s continuation payoff

U(c*) = Pr[s; = 0](1 — p*)(Pr[6; = 0| s, = 0] + n + 6U (c¥))

+ (p* Prl[s; = 0] + Pr[s; = 1])(1 — 7)(Pr[0; = 1 | sy = 0,0%] + n+ 6U(c%))

+ Pris; = 17 (Pr[6, =1 | s, = 1]+ n+0U(c"))

+p" Pr[s; = 0]7(Pr[, =1 s; = 0] +n+dU(c"))
Ule*)=n+oU(c")+(1—-p )1 —m)ck+ (1 —7)(mk +7(1 — r)p") + 7k + 7" (1 — K)
U(c*) =n+dU(c") + mp* + k(1 —p*)

_n+apt+ k(1 —p*)

<— U(o") s

Notice that U(c*) is continuous and decreasing in p*. At p* = 0 (resp., p* = 1), the
continuation payoff equals the continuation payoff under responsive democracy (resp.,
technocracy). Thus, for all n : 7Ngp(m, K, T) < N < Nreen(7, &, T), there is a unique p* €
(0,1) such that n = 7,,,(¢*) and, hence satisfying (E.24). O

Lastly, we prove the claim made in Remark E.1I.

Lemma E.8. Suppose § < 6(m,T), where d(r,T) is defined in Remark E.1. Equation (E.9) is

decreasing in p*.
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Proof. We now prove that ((p*) is decreasing in p*. Taking the derivative:

w47 (1—K)p*
0P (o) (Pr[st:1]+Pr[st:0]p*> 1 1. 09(p*)
= 0=(1—=9 —_— E.29
op* op* + 2( ) op* ( )
The first term is negative
wk+7(1—kK)p*
(Pr[stzl]—&-Pr[stiO]p*) - W(Pr[st = 1] — KJ)
Op* (Pr[s; = 1] 4+ Pr[s; = 0]p*)?

—m(l —7m)(2k — 1)
(Pr[s; = 1] + Pr[s; = 0]p~)?
0 (E.30)

Taking the derivative of ¢(p*), we obtain

dg(p*) _ 1 .
op* (1 — 0+ 6 Pr[s, = 0p*r(1 — 67-1))2

<7r — 01 — Kk + Pr[s, = 07 + 67 Pr[s; = 0]7(k + 1) + Pr[s; = 0]7(—2u(0) — n + i 51&’(1 — 1)
+ 6(k — Prsy = 0]7(1 4+ £ — 2u(0) + i 8" (1 — W))));

if the numerator is non-positive, then % < 0 and, by (E.30), the RHS of (E.29) is neg-

ative and the proof is complete. Thus, we suppose that the numerator is positive and

proceed to construct an upper bound on % S):). First notice that

8%21*) = (1 _15)2 (7T + Pr[s; = 07 + 0" Pr[s; = 0]7(k + 1) + Pr[s, = 0]7(—n + 2_: o (1 =)+ M)

t'=1

1 T-1

S (W + Prfs; = 0)7 + Pr[s; = 0]7(1 + 1) + Pr[s; = 0]r(—n + tzl 5 (1 — 7)) + 55)
-4 _1 57 <7r + Prfs, = 0]r + Prls, = 0] + Pr[s, = 0]725“(1 — )+ (m)

< (1—16)2 <7T+2+T:Z_15t/(1—7r)+5>

< (1_16)2<3+(T—1)(1—7r)+5)
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Furthermore,

Returning to (E.29), we have that 83(11*) < 0if
4

—7T(1—7r)(1—27r)+(5% 2(4+(T—1)(1—7r)) <0

-0y

which simplifies to

5 < 2m(1 — ) (1 — 27)(1 — §)?

(4 (T —1)(1— 7r)> (£:31

Let 6(m,T) € (0,1) be the value of § that solves (E.31) with equality. There exists a unique
value because at 6 = 0 (resp., 0 = 1) the LHS is less (resp., greater) than the RHS and the
difference between the two sides is monotonic in 4. It follows that, for all § < (=, T),

((p*) is decreasing in p*, which completes the proof. O
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