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1 Introduction

Wherever the people are well informed they can be trusted with their own government.

(From Thomas Jefferson to Richard Price, 8 January 1789)

Populism is often presented as a vehicle for revitalizing democracy by introducing new
political actors and policies into the system. However, when in power, populist leaders
have frequently weakened institutional checks on executive authority, which are essential
for sustaining democracy, even in historically stable advanced democracies. Moreover,
populist-driven mobilization has contributed to democratic collapse in some of the most
affluent nations that have subsequently shifted toward autocracy. As a result, populism
poses a significant challenge to liberal democracy, pluralism, human rights, and the open
exchange of ideas.

Morelli et al.| (2021)) and Bellodi et al. (2023) argue that one of the fundamental char-
acteristic of populism is the deep distrust of the political representation system and the
demand for simplistic, easily monitored solutions to complex problems. This thesis ad-
vances the academic debate on populism by highlighting two relevant consequences of this
observation: It argues that this feature of populism negatively impacts both the quality
of political leadership and the level of active citizen participation in politics, particularly
by discouraging informed voting.

In this thesis I develop a standard principal-agent model inspired by [Morelli et al.| (2021))
and Bellodi et al.| (2023)) where a principal (voter) has to delegate an agent (politician) to
implement an optimal policy. The voter can offer two types of contract to the politician: a
commitment contract in which the policy to implement is decided ex ante or a delegation
contract where the politician has the freedom to decide which policy to implement after
the state of the world is realized and the politician has observed which is the optimal
policy for the voter. The trade-off between the two choices is driven by the fact that
ex-ante commitment may be ex-post the wrong policy to implement, but the delegation
to politician to implement the choice after, opens the door to the possibility that the
agent can be captured by an "elite" with misaligned interests from the voter, which can

bribe the politician in order to make him implement their preferred policy.



My extensions incorporate an integrity and ability dimensionﬂ of politicians and a dy-
namical setting with endogenous entry of candidates. This allows us to analyze not only
how different contractual arrangements affect behavior but also how these arrangements
influence which candidates ultimately self-select into the political arena.

A key insight of the model is that the “contract”, understood as the political platform
preferred by the voter, can take the form of either a commitment contract or a delegation
contract. This has important implications for the voter’s incentives to acquire information
and for the overall quality of the candidate pool. Under the commitment contract, the
politician is bound to implement a fixed policy. This rigidity creates a form of rational ig-
norance, as the voter has little incentive to gather information about the true state of the
world. Moreover, the commitment contract acts as a screening mechanism that effectively
“filters out” the corrupt or greedy types, since only those who are sufficiently motivated
to reject bribery (and therefore to comply with the mandated policy) are reelected. In
contrast, the delegation contract ties reelection to the politician’s performance, so that
the voter observes the actual policy outcome. This performance—based screening encour-
ages informed decision making and, as our analysis shows, tends to favor high ability
politicians. In fact, under delegation, both greedy and motivated high ability politicians
obtain higher expected utilities compared to their reservation utilities, whereas motivated
low—ability politicians perform relatively better under a commitment contract.

This brings us to the first result. Given the nature of the contracts described, a moti-
vated but low-skilled politician is more likely to prefer the commitment contract. This is
because, due to their lower ability, they are less likely to implement the best policy under
a delegation system. As a result, they feel more secure following the voter’s instructions
under a commitment contract.

On the other hand, politicians who are either highly skilled or primarily motivated by
personal gain tend to prefer a delegation contract. Greedy politicians avoid the commit-
ment contract because it strongly filters them out, while delegation gives them a better
chance of staying in office. High-skilled politicians also favor delegation since it allows

them to demonstrate their abilities and achieve greater benefits.

IPoliticians’ types is bi-dimensional: ethics - a politician can be either greedy or motivated - and
ability, either high or low.



A key takeaway from these findings is that if politicians have the option to pursue a
career outside of politics, those with lower ability are more likely to enter politics when
a commitment contract is available. Meanwhile, both highly skilled and self-interested
politicians are more likely to run for office if the delegation contract is in place.

The second result naturally follows from the first. If politicians now have the option to
run a political campaign to influence how costly it is for voters to gather information, such
as by spreading fake news, then motivated but low-skilled politicians are more likely to
engage in misinformation. This is because misinformation increases the cost of choosing
delegation. Since voters need reliable information to decide whether to reelect a politi-
cian, a higher cost of information discourages them from choosing delegation and makes
the commitment contract more appealing. This, in turn, increases the expected benefits
for low-skilled politicians.

In the study of those contracts, we were also able to recreate the results obtained in the
static models that inspired this research. In fact, we find that if there is low trust in
politicians or if the elite is very powerful, we get that a commitment contract is preferable
for the voter. In such cases, "populist" alternatives, like fixed policies, provide voters
with a sense of security by eliminating the need to constantly monitor whether politicians
are acting in their best interest. Alternatively, when politicians are perceived as capable
and trustworthy, people are more inclined to give them the flexibility to make decisions
based on current circumstances, making the delegation contract the best choice. In this
case, flexible policies are favored over rigid ones, even though they require voters to stay
informed and monitor politicians’ performance.

The thesis is structured as follows: Section 2 provides a literature review on key topics in
political economy, focusing on voter behavior and populism. Section 3 presents the basic

model and outlines the main results. Finally, Section 4 concludes the study.



2 Literature Review

Recent years have seen a growing interest in understanding how various forces shape mod-
ern politics and contribute to the rise of populism. Many scholars agree that economic
changes, shifting media landscapes, and evolving social values all play a role in transform-
ing political behavior and outcomes. For example, when people face economic hardships
such as job losses from automation or the pressures of global trade, they often lose trust
in traditional institutions. This loss of trust can make voters more likely to support pop-
ulist leaders who promise clear and strict solutions, even if those promises are simple or
extreme.

At the same time, digital media and the spread of misinformation have changed how
political messages are shared and received. Social media platforms can quickly spread
partisan or false information, which not only shapes what people believe but also deepens
political divides. These media dynamics work together with economic pressures, pushing
citizens toward candidates who speak in simple, emotionally charged terms, a common
characteristic of populist rhetoric. Moreover, as trust in government falls, many people
begin to rely more on their personal identities and cultural values.

Research shows that when citizens feel disconnected from traditional institutions, they
often turn to populist movements that promise to defend their way of life and restore a
sense of belonging. This shift in focus from economic to cultural issues has led to strong
feelings of both pride and resentment, further fueling populism. By combining these ideas,
we can see that modern political trends are not driven by a single factor. Instead, eco-
nomic insecurity, changes in media and communication, and shifts in social and cultural
values all work together to reshape how people vote and how political leaders govern.
These same forces also help explain why populist movements have gained ground in many
parts of the world. This review will explore these forces and how they interact, providing
a clear picture of the challenges and changes facing today’s democracies and the growing

appeal of populist politics.

Before diving into the specifics of populist behavior and consequences, an important

question to ask is what motivates people to get into politics. The question is particularly



relevant given the main result of this elaborate is about political self-selection into the
pool of candidates. (Gulzar| (2021) provides a comprehensive review of the literature on
political entry, emphasizing the determinants of who decides to run for office and why.
He argues that despite the critical role of politicians in democratic systems, empirical re-
search on the decision to enter politics remains scarce. The study highlights the rare-event
problem in analyzing political entry—since only a small fraction of eligible individuals run
for office—leading scholars to adopt alternative approaches such as measuring latent po-
litical ambition or focusing on occupational groups with high political participation rates.
Gulzar outlines a theoretical framework where political entry is shaped by the benefits
of holding office, the costs of running, and the probability of winning, which are further
influenced by individual ambition, group recruitment (e.g., political parties, networks),
and institutional factors (e.g., electoral rules, quotas, and campaign finance regulations).
Political entry is a complex and multidimensional process shaped by individual incentives,
institutional rules, and political dynamics. Early theoretical contributions, such as Black
(1972)), framed candidacy decisions within a cost-benefit framework, where individuals
weigh the expected benefits of holding office against the costs of running, adjusted by
the perceived probability of winning. This foundational model has influenced subsequent
work on endogenous political entry, particularly in the citizen-candidate framework de-
veloped by [Besley & Coate, (1997)), which formalized the idea that political candidates
emerge endogenously based on their policy preferences and electoral incentives rather than
through exogenous party selection.

Expanding on these theoretical foundations, empirical research has sought to understand
the determinants of political entry across different institutional and economic contexts.
Dal Bé6 et al| (2017) provide large-scale evidence from Sweden, showing that political
selection tends to favor individuals with higher cognitive and leadership abilities while
remaining broadly inclusive in terms of socioeconomic background, a pattern they describe
as “inclusive meritocracy.” Their findings challenge the notion that political selection
necessarily results in either elite domination or purely representative politics, suggesting
that well-functioning democracies can attract both competent and diverse candidates.

Similarly, Mattozzi & Merlo| (2008)) analyze the career trajectories of politicians and find



that those who enter politics as a long-term career investment tend to differ from those
who treat it as a temporary occupation, implying that political selection is influenced by
both intrinsic motivations and strategic career considerations.

Institutional factors play a crucial role in shaping entry patterns, as electoral systems
and party structures determine the accessibility of political competition. [Querubin et al.
(2016) examines political dynasties and finds that incumbency advantages can create
significant barriers to entry for outsiders, leading to a political landscape where entry
is often restricted to individuals with established political networks. [Bhavnani (2009);
Bhavnani| (2017))) provides a counterpoint by analyzing the impact of electoral quotas in
India, demonstrating that institutional mechanisms designed to promote inclusivity can
significantly alter political entry dynamics by enabling underrepresented groups to access
political office. Similarly, Besley et al.| (2017)) examine the effects of gender quotas in
Sweden and find that these policies not only increase women’s representation but also
maintain high levels of political competence, reinforcing the argument that inclusivity
and meritocracy are not necessarily at odds.

Beyond institutional determinants, other studies highlight the role of recruitment and
political party dynamics. [Hall (2019) shows that the increasing costs of running for
office in the United States have led to greater ideological polarization, as only highly
motivated or well-resourced candidates choose to enter competitive races. This aligns
with findings from Gulzar & Khan (2020)), who demonstrate in a field experiment that
targeted encouragement and support can significantly influence the decision to run for
office, particularly among individuals who may have the ambition but lack the resources
or networks to compete effectively. These insights contribute to a growing body of research
showing that political entry is not purely a matter of individual ambition but is heavily
mediated by structural conditions and institutional incentives.

Taken together, these studies illustrate the complexity of political entry and challenge sim-
plistic explanations that focus solely on individual ambition or institutional constraints.
The literature increasingly suggests that political selection is shaped by an interaction
of personal characteristics, strategic considerations, and institutional frameworks, with

important implications for the representativeness and competence of political elites.



While the study of political entry focuses on the incentives, institutional factors, and
strategic considerations that determine who chooses to run for office, it also has signifi-
cant implications for the broader dynamics of democratic representation. In particular,
understanding who enters politics and under what conditions helps explain how different
political movements, including populist forces, gain traction. Populism, as a phenomenon,
often emerges in response to dissatisfaction with existing political elites, creating demand
for candidates who challenge the status quo. This link between elite circulation, political
selection, and populist rhetoric has been explored in the growing literature on populism
in political economy, which examines how ideological shifts, institutional weaknesses, and
economic conditions shape the rise of populist leaders.

The study of populism in political economy has grown into a rich field that combines
ideas about ideology, formal models, and empirical evidence to explain how and why pop-
ulist movements emerge. One of the earliest influential works is Mudde| (2004), which
defines populism as a “thin-centered ideology” that creates a clear division between the
virtuous people and a corrupt elite. Mudde’s definition has provided a simple and clear
framework that many later scholars have used to understand why various political move-
ments adopt populist rhetoric, even when their detailed policies differ. Complementing
this view, Weyland| (2001) and [Weyland| (2017) argues that populism is best seen as a
flexible political strategy rather than a fixed set of ideas. His work shows how populist
leaders use the weaknesses in existing institutions to bypass normal checks and balances.
Urbinati (2019) extends these ideas by suggesting that populism is not only a challenge to
established elites but also reshapes democratic representation. Stanley| (2008)) and |Free-
den| (2016)) further show that populism’s minimal ideological content allows it to adapt to
different political projects and economic situations.

Moving to formal models, |Acemoglu et al| (2013) provide a clear link between declining
trust in political institutions and the rise of populist leaders. Their model argues that
when voters believe that the traditional elite is unresponsive or controlled by special in-
terests, they are more likely to support leaders who commit to clear, strict policies, even

if those commitments seem extreme. Di Tella & Rotemberg| (2018) build on this idea by



demonstrating that a loss of confidence in elite competence creates a “paranoid” political
climate, where simple, commitment-based solutions are seen as a safeguard against com-
plex policy failures. The idea of commitment plays a central role in explaining populism.
Ghosh & Tripathi (2012) argue that populist policies serve as commitment devices that
provide voters with a sense of stability in uncertain times. Levy et al.| (2022)) extend this
notion by showing that voters’ overconfidence and misperceptions about what populist
promises can deliver help sustain these rigid policy approaches, even when they may not
lead to the best economic outcomes. In addition, Dai & Kustov (2022) highlight how,
in highly polarized environments, candidates deliberately use populist language to set
themselves apart from moderate opponents. Economic factors also play a critical role in
shaping populism. |Guiso et al.| (2017) offer a framework that links economic insecurity
and loss of trust in established institutions to a demand for clear and unambiguous policy
commitments. Their later study (Guiso et al. (2019) provide empirical evidence that fi-
nancial crises and economic shocks often lead to a rise in populist support, as voters turn
to leaders who promise decisive action during turbulent times. Funke et al.| (2023)) com-
plement this view by documenting historically how periods of economic instability have
coincided with the emergence of populist regimes that offer simple solutions to complex

economic problems.

While theoretical models of populism emphasize institutional distrust, economic inse-
curity, and political commitment mechanisms, the electoral dynamics that sustain and
reinforce populist movements remain a key area of research. Understanding how voters
respond to populist appeals, what drives their political participation, and how populist
candidates navigate electoral competition is essential to explaining the persistence and
evolution of populism in modern democracies. The study of electoral behavior, voter
participation, and political accountability has gradually revealed a complex interplay of
individual motivations, group dynamics, and institutional incentives that shape modern
democracies. Early work in this field laid the theoretical foundation by exploring how
voters’ desire for balanced power drives political outcomes.

Researchers like |Alesina & Rosenthal (1996)) argued that voters naturally support ar-
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rangements that prevent any single branch of government from becoming too dominant,
highlighting the importance of checks and balances even when policy compromises are
involved. Building on these ideas, later studies began to examine why voters turn out to
vote despite the high personal cost. For instance, |Coate & Conlin| (2004)) introduced the
notion that individual votes may seem insignificant on their own, but when considered as
part of a collective effort, they can yield important group benefits. This idea was comple-
mented by |[Feddersen & Sandroni (20060), |[Feddersen & Sandronil (20064)), who showed
that civic duty and ethical concerns often motivate voters to invest the time and energy
needed to gather political information, even if doing so offers little personal gain. Their
work underscores the dual nature of voting as both a rational choice and a moral act.
In parallel, empirical investigations have emphasized the role of political knowledge in
shaping voter behavior. |Angelucci & Prat| (2020) found that well-informed voters tend to
make choices that lead to better outcomes, while Prato & Wolton| (2017)) pointed out that
when the cost of acquiring detailed information is too high, many voters choose to remain
relatively uninformed. This “rational ignorance” creates an environment in which simple
and clear messages, often those offered by populist candidates, can have a strong appeal.
Research comparing different countries by |Abts et al. (2021) further supports this idea
by showing that lower levels of political knowledge are linked with increased support for
populist parties, suggesting that misinformation and lack of awareness can skew electoral
outcomes.

As the focus shifted from individual voter behavior to the behavior of candidates, scholars
began to explore how politicians adjust their strategies to meet these voter expectations.
Fox & Shotts| (2009)) developed a framework that distinguishes between candidates who
act strictly as delegates, following their voters wishes, and those who operate as trustees,
using their own judgment to decide policy. This debate about representation is central
to understanding accountability in elections. In more recent work, researchers like |Kartik
et al| (2017) have highlighted the strategic use of ambiguity by candidates, who often
avoid clear policy commitments to appeal to a broader electorate. Van Weelden| (2013))
adds to this discussion by demonstrating that a candidate’s credibility and their ability to

deliver on promises are key factors in re-election, as voters reward those who consistently
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meet their expectations.

On the data side, studies by |Enamorado & Imai (2019) have helped validate these theo-
retical models by showing that self-reported voter turnout closely matches official records,
confirming that survey data can reliably capture participation. This empirical evidence
is crucial for understanding how voters actually behave in elections. Meanwhile, [Ford &
Jennings (2020)) have observed significant shifts in voting behavior in Western Europe.
They note that traditional economic or class-based voting is gradually being replaced by
choices driven by cultural and identity issues, a trend that is increasingly visible in to-
day’s polarized political landscape. |Graham & Svolik| (2020)) take this a step further by
showing that in highly divided political environments, voters might even overlook actions
that weaken democratic norms if those actions come from parties they strongly support.
The role of identity is also central in this body of work. [Shayo| (2009) demonstrates that
voters’ national and class identities can strongly influence their support for redistributive
policies. These identity-based factors often become intertwined with economic considera-
tions, especially in times of crisis or significant social change. In contexts where traditional
democratic mechanisms are less effective, as seen in some non-democratic settings studied
by [Egorov & Sonin (2021)), elections can function more as signals of elite support rather
than genuine opportunities for voter choice.

Recent studies have also focused on the mobilization of voters in an era of rising pop-
ulism. Research by |Gennaro et al.| (2021)) shows that populist candidates in the United
States use strong emotional appeals and anti-establishment messages to energize their
base, effectively turning voter apathy into active participation. Similarly, Crutzen et al.
(2020)) explore how feelings of neglect and economic hardship contribute to the support
for anti-elite rhetoric, as voters who feel left behind are more likely to back candidates
promising dramatic change. |Galasso et al. (2024)) provide experimental evidence that
targeted interventions, addressing voters’ specific concerns, can reduce the appeal of sim-
plistic populist messages, demonstrating that effective communication can counteract the

trends of misinformation and emotional appeal.

The study of electoral behavior and political accountability offers key insights into why
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voters support populist candidates and how these leaders consolidate power through elec-
toral competition. However, in an era where digital platforms increasingly mediate po-
litical communication, the role of media and misinformation in shaping public opinion
has become central to understanding contemporary electoral dynamics. The strategic
use of media, whether through traditional news outlets, social media, or misinformation
campaigns, has transformed how political messages are disseminated and consumed, in-
fluencing voter perceptions and trust in democratic institutions.

The work in this field, such as that by |Allcott & Gentzkow (2017), revealed how social
media has dramatically altered the flow of information. They showed that false or mis-
leading content spreads quickly online, especially during critical moments like the 2016
U.S. presidential election, thereby creating an environment where simple, partisan mes-
sages can easily gain traction. This finding set the stage for further exploration into the
role of digital platforms in shaping political discourse. Building on this foundation, Bovet
& Makse| (2019) delved deeper into how fake news circulates on platforms like Twitter.
Their research demonstrated that misinformation is not randomly distributed but is often
amplified by automated accounts and partisan actors. This study highlights the technical
mechanisms behind the spread of false information and underscores how these dynamics
can skew public perceptions of political reality. Meanwhile, |Guess et al.| (2020) expanded
the discussion by comparing exposure to untrustworthy websites among voters. Their
work revealed that while many people have access to high-quality information, a signif-
icant subset—often those with strong partisan leanings—tends to rely on less credible
sources, reinforcing existing biases. In parallel, [Ross & Rivers (2018)) introduced the idea
of “discursive deflection,” where political leaders actively label unfavorable media cover-
age as “fake news.” This strategy, they argue, is used to dismiss criticism and maintain
voter support by shifting attention away from policy shortcomings. Such tactics not only
erode trust in traditional media but also deepen partisan divides, as supporters of populist

leaders become increasingly skeptical of mainstream news sources.

The role of misinformation in fueling populist rhetoric is further examined by |[Ricard

& Medeiros (2020), who focus on the context of the COVID-19 pandemic in Brazil. Their
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study shows that populist leaders can harness false or distorted information to bolster
their anti-elite messages and mobilize support. This work provides clear evidence that
misinformation can be weaponized to influence political behavior and public opinion, es-
pecially during crises. At the same time, research by Hameleers et al.| (2017) investigates
the media preferences of individuals with populist attitudes. They find that people who
are inclined toward populism are more likely to seek out alternative news sources that con-
firm their existing beliefs, further distancing themselves from mainstream media. This
tendency to self-select into echo chambers is reinforced by the algorithms that govern
digital platforms, a point emphasized by |Jenne et al. (2021)) through their development
of the Global Populism Database. Their work systematically measures the prevalence of
populist discourse online and shows how digital media can bypass traditional gatekeepers,

allowing populist messages to reach a wide audience without external scrutiny.

The spread of misinformation and the strategic use of media in political communica-
tion not only shape electoral behavior but also have far-reaching effects on societal trust,
identity politics, and cultural polarization. By amplifying divisions and reshaping political
discourse, misinformation reinforces social disparities and deepens distrust in democratic
institutions. These dynamics are closely linked to broader cultural and moral shifts,
where debates over national identity, traditional values, and social cohesion increasingly
influence political preferences and drive backlash against globalization and progressive
social policies. The study of these factors shows that when people lose confidence in their
institutions, they also start to define themselves in opposition to the established order.
Algan et al. (2017) find that economic shocks and social disruptions in Europe lead to a
sharp decline in trust in government, causing citizens to feel betrayed by those in power.
This loss of trust creates a space where new political ideas can flourish, especially those
that promise to put ordinary people first. Building on this, |[Foster & Frieden (2017)
explain that when economic insecurity grows, people’s confidence in public institutions
weakens. They show that as job security and social safety nets deteriorate, citizens become
more willing to support candidates who promise to break with the traditional elite.

Dustmann et al.| (2017) add that when citizens see the institutions designed to help them
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failing, their discontent turns into support for movements that offer clear, simple solutions,
even if those solutions may ignore the complexities of modern governance.

Trust is closely connected to how people see themselves. |Citrin| (1974) was one of the first
to show that a person’s trust in government is linked to their sense of identity and belong-
ing. More recently, [Bonomi et al.| (2021)) have demonstrated that political conflicts today
are less about economic interests and more about identity. Voters increasingly choose
candidates who seem to reflect their cultural and social values rather than simply their
financial concerns. This focus on identity is deepened by (Gennaioli & Tabellini (2023)
take this idea further by arguing that strong identity-based politics can deepen divisions
between groups. They find that when people see politics as a battle between “us” and
“them,” it becomes much harder to find common ground or compromise. At the same
time, [Zaslove & Meijers| (2024)) show that while many populist voters claim to support
democratic values, they often end up backing policies that weaken the very institutions
that protect democracy. Their findings suggest that when voters view democracy through
the lens of group identity, they may tolerate measures that undermine checks and balances
if they believe it will benefit their own community. Finally, [Besley & Persson| (2019) offer
a broader view by linking declining institutional performance with shifts in democratic
values. They argue that when governments consistently fail to deliver, citizens not only

lose trust but also begin to see themselves as outsiders in their own democracy.

The cultural and social dimensions of populism are closely tied to economic transfor-
mations that have disrupted traditional communities and heightened concerns about na-
tional sovereignty. While distrust and identity politics have fueled populist sentiment,
structural changes in the global economy, particularly those driven by trade liberalization,
automation, and financial crises, have created conditions that allow populist movements to
thrive. The backlash against globalization, the decline of stable employment, and the dis-
placement of workers due to technological advances have reinforced economic grievances,
shaping voter preferences and increasing demand for protectionist and nationalist policies.
Globalization, trade, and technological change are not only economic forces, they also

shape political behavior and the rise of populism. As economies become more integrated
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and technology advances rapidly, many workers face job losses and wage pressures, leav-
ing them feeling insecure about their future. [Acemoglu & Restrepo (2020) show that
automation is replacing many traditional jobs, which in turn creates uncertainty and
anxiety among workers who feel left behind. This sense of vulnerability is further inten-
sified by trade shocks. |Autor et al.| (2020) document that increased exposure to global
trade, particularly competition from fast-growing economies like China, disrupts local
labor markets by lowering wages and reducing job opportunities. When these economic
pressures combine, they create an environment of instability that can alter political pref-
erences. |Colantone & Stanig| (2018]) provide evidence from Western Europe that citizens
facing intense competition from cheaper imports are more inclined to support nationalist
and protectionist policies. These policies promise to defend local industries and offer a
sense of security in uncertain times. At the same time, Rodrik (2017)) argues that global-
ization forces countries to adopt policies that favor international market integration over
national control, leaving many citizens feeling that their governments no longer prioritize
local well-being.

These interconnected forces such as automation, trade shocks, and the loss of economic
sovereignty, lead to a profound political impact. Workers who experience economic inse-
curity are more likely to support candidates who promise clear, protectionist measures,
positioning themselves as defenders of national interests. In other words, the disruptions
caused by technological change and global trade not only affect jobs and wages, but also
drive political discontent. This discontent is often channeled into support for populist
leaders who claim they will restore national control and protect the interests of those who

have been hurt by the forces of globalization.
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3 Basic Model

In this section, I will present the baseline theoretical principal-agent framework in a dy-
namic setting.

We have a principal A (a voter) who delegates an agent B (a politician) to choose between
a policy in the set {s, r}. The politician can be corrupted by the elite (a lobbying group)
to do their preferred policy and potentially go against the interests of the electorate. The
two possible policies can be described as implementing a "reform" choosing policy r or
maintaining the "status quo" with policy s. The principal attaches probability v > 1/2
that the best policy for him ex post is the reform r. The status quo is expected to be
optimal with probability (1 — «). The misaligned interests of the elite are captured by
the probability A > 1 — ~ that the elite prefers s over r (conservative preferences for the
status quo).

The voter can offer two types of contract to the politician. The first is the commitment
contract, which states that the politician must implement a predetermined policy and will
be reelected conditional on having respected this command. The second is the delegation
contract, which gives the politician the flexibility to choose which policy they consider to
be the best and will be reelected only if the policy implemented, observed by the voter, is
indeed the right one. The voter observes for certain which policy is implemented by the
politician and with probability ¢, which depends on his effort level e to acquire informa-
tion, if the policy implemented matches the true state of the world. So, we have that the
probability of observing the true realized state is p(e) € {0,1}, depending on the cost of
effort c(e)ﬂ We see that if the voter pays the cost, he observes for sure and if not, he does
not observe.

The possible agents are heterogeneous in type and their difference is in the ability and
integrity dimension. Ability refers to the probability to observe the realized state of the
world and therefore to implement the right policy. Integrity refers to the probability of
being captured by an elite that has misaligned interests from the principal. Ability can
be in the set {h, [}, where h > [ is the quality of the signal observed about the correct

state of the world. Either type has a small benefit € when he’s able to perform the policy

2With standard assumptions ¢(0) = 0, c(e)’ > 0, c(e)” > 0.
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which is coherent with the state of the world.

Integrity can be in the set {m,g} where a m (motivated) politician has a moral cost C' > 0
of being captured, while a g (greedy) politician does not have any moral cost. The utility
that agents get from being reelected is equal to R, which is the rent for office when they
are elected.

The principal believes that a politician has high ability (type h) with probability ¢ and
with complementary probability (1 — o) he believes the politician to be low ability (type
[). Furthermore, he believes a greedy type to have probability § and therefore a motivated
type to have probability (1 — 6).

The elite is not an active player in the game; it only acts as an external influence on the
politician and intervenes to bribe him in order to do their preferred policy. The elite has
two possible bribes in the set {L, S} that can be offered to the politician. L (large) comes
with probability p and S (small) with probability (1 — p). We assume that a greedy type
always accepts both offers, while the motivated type only accepts L. Therefore, we have
R+C >8> R. (We also assume S > < so that a greedy type always accepts the

(1-p)’

bribe even if by accepting it he will not be reelected).

3.1 Timing of the model

Since this is a dynamic model, players will make different choices in different time periods.
The timing goes as follows:

At t = 1, the voter chooses between offering the commitment contract or the delegation
contract to the politician; and chooses the level of effort to exert.

At t = 2, the elite, given its endowment, offers the bribe to the politician. The politician
observes the amount of bribe and his signal; given the contract offered and the amount
of bribe decides which policy to implement.

At time ¢t = 3, the voter observes with certainty the policy implemented and with prob-
ability ¢(e) observes the true state of the world. Given the information gathered, he
decides whether to choose a new politician or reelect the previous one (since in the last

stage there are no reelection incentives, only the delegation contract is offered in this
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stage).

At t = 4, the elite, given its endowment, offers the bribe to the politician. The politician
observes the amount of bribe and his signal and decides whether to accept the bribe or
implement the policy suggested by the signal (since in the last stage there are no reelection

incentives, only the delegation contract is offered).

3.2 Expected utility of contracts

The utility of the voter will be considered as follows: if the politician implements the
voter’s optimal policy given the state, the voter receives a utility equal to 0. If the
implemented policy is not optimal, the voter receives a utility equal to —1. Given our
assumptions, we have that a greedy politician always accepts the bribe. A motivated
politician accepts the bribe when it is large (therefore with probability p). In the case of
a motivated non corrupt politician, we have that in the delegation contract he will follow
his signal and in the commitment contract he will follow the prescribed policy.

The expected utility of the voter at ¢ = 4 is defined as follows

EUZ, = —{ [0+ (1= 0)p] [YA+ (1 =) (1 = A)]

F (1= 6)(1—p)[o(1—h)+ (1 - o)1 —m}.

We see that in the first term the principal loses utility when the politician is greedy or
when is motivated but has accepted the bribe, this in the case where r is optimal for the
voter and the elite bribes for s and the other case where s is optimal for voter and elite
bribes for r. In the second term we have that the voter loses utility when the politician
is motivated and not corrupt but he fails to observe the true state of the world and im-

plements the wrong policy.

Now let’s focus on the commitment contract. At t = 3 the voter has to decide, given
the information he gathers, if to reelect or change the politician. Since the principal at-
taches probability 7 > 1/2 on r being the ex-post optimal policy, the commitment policy

will be the reform. Since the contract states to implement the reform, in the case (1 —\)
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when also the elite prefers policy 7, no bribe is offered and all the agents follow the com-
mitment.

We will look on how the voter updates his beliefs about the type of politicians conditional
on his observation about the policy implemented.

Starting with the case of policy r observed by the voter. The unconditional probability of
seeing ris P(r) = A[(1—6)(1—p)]+(1—A). Meaning that if the bribe for s is offered, only
the motivated non corrupt will follow the commitment; if no bribe is offered, everyone
follows the contract. The voter updates his beliefs about the probability of types given
the policy he observes.

The posterior probabilities are defined as followsﬂ

_ (1— )
P(Q‘T)_(1—A)+A(1—p)(1—9)’
1—X)+XM1— 1-6
P(m“):[( )+ A1 -p)|(1-0)

(1=XN)+X1=p)(1-0)

Remark 1. From bayesian updating we find P(g|r) < P(g) and P(m |r) > P(m).

We conclude that the screening mechanism of the commitment contract tends to “filter

out” the greedy types and give an higher chance of survival for the motivated ones.

Since when r is implemented the politician is reelected, now we are going to calculate
the expected utility of reelecting a politician that has respected the committed contract.
The probability of error of a greedy politician is £y, = YA+ (1—y)(1—A). The probability
of error for a motivated politician is

En=p 7A+<1—7)(1—A)] +(1—p)[a(1—h)—|—(1—a)(l—l)].

Thus, the expected utility when reelecting the politician is as follows

Coa=Ne (=N Faa-p)a-0)
EUkeep\r _{P(T’) Eg + P(T) Em}

3For greedy type we have P(r | g) = (1 —=A) -1+ X-0=1— A,
and for motivated type we have P(r [m)=(1—-X)-14+X-(1—p)=(1 =)+ A1 —p).
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Looking at the case where the voter observes s, we have that only corrupt types when the
bribe is offered breach the commitment contract. Since when s is implemented the voter

changes the politician, we have EUcpange|s = E'UtD:47 that we will simply call EUgpange-

Now we will analyze the delegation contract, which states that the politician will be
reelected only conditional on implementing the optimal policy.

We focus on the updating of the voter’s beliefs given the policy implemented and the
probability ¢ of observing the true state of the world. In this scenario the elite always
offers the bribe in order to corrupt the politician into doing their believed preferred pol-
icy. We first consider the case in which the voter has paid the effort cost c(e) of getting
information and therefore he is able to know with probability ¢(e) = 1 if the policy im-
plemented is correct or not.

The first case we will analyze is the one in which the politician implements policy r and
the voter observes that it is correct (r, correct).

We have that P(r,correct | (m,h)) = ~v[(1 —A)p+ (1 —p)h], a motivated high ability im-
plements r when he is wrongly offered the large bribe in order to do » and when he refuses
any small bribe and correctly observes the optimal policy. With same reasoning we have
P(r,correct | (m,l)) =~[(1—X)p+ (1 —p)l]. Lastly we have P(r,correct | g) = v(1—\),
a greedy politician implements r only when he’s bribed by the elite to do so. Therefore

we have that the unconditional probability of observing (r, correct) is
P(r,correct) = 7{6(1 —A)
+(1-6) [a((l - Ap+(1 —p)h)

L —0)((1 (1 —p)l)] }
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So we get that the posterior beliefs of the principal in this scenario ard]

6(1 — )
P(r,correct)’

(1—0) a[(1 p+ (1 —p)h]

P(r,correct)

(1—0)(1—0) [(1 _p+ (1 —p)l}

P(r,correct)

P(g | (r,correct)) =

P(m,h | (r,correct)) =

)

P(m,l| (r,correct)) =

Remark 2. If 1 — X\ < P(r,correct) the posterior of being greedy is smaller than the
prior; if (1 — XN)p+ h(1 —p) > P(r,correct) and (1 — N)p+ (1 — p) > P(r,correct) the
posterior probabilities motivated high and low ability types are higher with respect to the

PTIOTS.

Having calculated the posterior probability of types, we can find the expected utility of
reelecting a candidate that have chosen the optimal policy. Therefore, the expected utility

at t =4 will be

(1 — \)

P(r,correct) 7

EUkeepKr,correct) = _{

(1=0)o((@=Np+ (1-p)h)
+ B,
P(r, correct)
(1=0)(1-o)((1-Np+(1 p)l)} }
+ ;
P(r, correct)

So, again we have the posterior probability of each type multiplied by the expected loss
in utility that the type is expected to give to the voter.

Now we will consider the second case in which the politician is reelected in the delega-
tion contract, which is the case when s is observed and it turns out to be correct (s,

correct). We have that P(s,correct | (m,h)) = (1 — y)[Ap + (1 — p) h], a motivated

4In the posterior probabilities the v in the numerator and denominator simplifies, so it is not added
in the final computations,the same applies for the next case (s,correct).
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high ability implements s when he is bribed to do so and when he refuses any small
bribe and successfully implements the optimal policy. With similar reasoning, we have
P(s,correct | (m,l)) = (1—=v)[Ap+ (1 —p)!]. Lastly we have P(s, correct | g) = (1 —~)A,
a greedy politician implements policy s correctly only when the elite wrongly bribes him
to do so.

Therefore, we have that the unconditional probability of observing (s, correct) is as follows

P(s, correct) = (1 — w{m L(1-0) [a(Ap L —p)h) +(1-0) ()\p+ (1 —p)l)} }

Given those results, we are able to calculate the posterior probabilities of each type, we
have

P(g ] (s,correct)) = P b

s, correct)’

(1-6) U()\p—l— (1 —p)h)

P(s, correct)

(1=0)1 o) (w+ (1-p))

P(s, correct)

P(m, h | (s, Correct))

9

P(m,l | (s,correct)) =

Remark 3. If A < P(s,correct) the posterior of the greedy is smaller than the prior; if
Ap+ h(1 —p) > P(s,correct) and A\p+ (1 —p) > P(s,correct) the posterior probabilities

of motivated high and low ability types are higher with respect to the priors.

Now we can calculate the expected utility in ¢ = 4 of reelecting a politician who performed

(s, correct), which is defined as follows
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0\

EUee s,correct) — — F
heepl(s, ) {P(s,correct) g

(1—0) a()\p (1 —p)h)

P(s, correct)

+ En,

_|_

P(s, correct)

(1=0)(1=a)(dp+(1 p>z)] }

For the remaining cases (r, incorrect) and (s, incorrect), since the delegation contract
obliges the voter to change the politician who implements the wrong policy, the expected
utility will be EUgpange- The delegation contract serves as a performance-based screening
mechanism. If the politician implements the correct policy, then Bayesian updating shows
that his posterior probability of being greedy (i.e. corrupt) is reduced relative to the prior,
while the posterior probability of being motivated (and especially high-ability) increases.
In other words, the delegation contract “filters out” those politicians who are likely to be
corrupt or less able, because only those with sufficient integrity and ability are likely to
deliver the correct policy outcome. This screening allows the voter to reelect with higher
probability politicians who are aligned with his preferences.

If we now consider the case where the principal does not exert any effort in order to
see the true state of the world (c(e) = 0), we will get that he never knows if the policy
implemented is correct or not; therefore, following the delegation contract, he will always

be forced to change the politician and get EUcpange-

Now we will study the decision of the voter in ¢ = 1. He has to decide which con-
tract to offer and if to pay the effort cost c(e) in order to observe the true state of the
world at ¢t = 3.

First, let’s calculate the expected utility that offering a commitment contract gives to the

voter at t = 3. We have the following
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EUL, = —{’y){ﬁ%—(l —H)p}

H1=[a-N+ra-o0 —p>}}.

The first term means that the voter loses utility when his optimal policy is r (probability
) and politicians are offered the bribe to do s (probability ) and the greedy with the
motivated with large bribe get corrupted. In the second term, we have that the voter
loses utility when his optimal policy is s (probability 1 — ) and the politicians are not
corrupt, so they follow the contract but the policy r prescribed is wrong.

By the nature of the contract, we have that exerting the effort cost in order to observe
the true state of the world is useless for the voter in this scenario. Given that he reelects
conditional on observing the committed policy r, he does not need to know the true state
of the world in order to make his decision. Therefore it is rational for the voter not to

exert any effort in order to know the true state of the world.

Proposition 1. If the commitment contract is offered, the optimal level of effort exerted

by the voter is e = 0. Therefore we have c(e) = 0.

Given those results, the expected utility of choosing a commitment contract at time one

is defined as follows

EUY = EUZ; + P(r) EUgeeplr + P() EUchange-

So we have that the expected utility of choosing a commitment contract is given by the
sum of the expected utility of a commitment contract at t = 3 plus the expected utility
of keeping a politician given that he respected the commitment and the expected utility

of changing him given that he breached the contract.

Now we find the expected utility of offering a delegation contract at ¢ = 1. We get

the expected utility of the contract in ¢ = 3 is defined as follows
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EU2, = —{ [0+ (1= 0)pl YA + (1 —7)(1 = A)]

+(1-=0)(1=p)lo(1—=h)+(1—-0)(1 —l)]}.

The voter loses utility when the politician is corrupt and the elite correctly bribes for
their optimal policy and when the politician is motivated and not corrupt but he fails to
implement the optimal policy.

Given the nature of the contract, the only way to make a decision about confirming or
changing the politician is by know what is the state of the world. Therefore in this sce-
nario is rational for the voter to exert the effort in order to check if the policy implemented

is optimal.

Proposition 2. If the delegation contract is offered, is optimal for the voter to exert the

level of effort e and pay the cost c(e).

Now we can find the expected utility of the delegation contract, which is defined as followsﬂ

EUP = EUP, + P(r,correct) EU, keep|(rcorrect)y + P(8, correct) EUgeep|(s,correct)

+ P(r,incorrect) EUchange + P(s,incorrect) EUcpange — c(€),

So we have that the expected utility of a delegation contract at t = 1 is given by the utility
received by the contract at time 3, plus the expected utility of reelecting a politician that
implemented the optimal policy, plus the expected utility of kicking out the politician
that implemented the wrong policy, minus the effort cost of knowing the correct state of

the world.

5 P(s,incorrect) = 7{9)\ +(1-9) {a()\p—k (1-p)(1-— h)) +(1-0) (/\p +(1-p)(1- l))} },

P(r, incorrect) = (1_7){9 (1= A)+(1—0) [a((1_x)p+(1—p)(1—h)) +(1_a)((1_A)p+(1—p)(1—z))} }
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3.3 Contract comparison

The question to answer now is which contract is better to offer to the politician in order
to obtain higher utility in expectation. Since the contracts depend upon many variables,
we are not going to have a strictly preferred contract. The optimal decision on which one

to offer depends on the magnitude of the variables that the voter is facing.

1. When the parameter 6 (the prior probability that a politician is greedy) increases,
the commitment contract becomes more attractive. This is because under a com-
mitment contract, greedy politicians are more likely to deviate from the prescribed
policy 7 (since they always accept the bribe), so an increase in 6 results in a stronger
screening effect that filters out these deviant types. Consequently, the pool of re-
electable politicians under the commitment contract is enriched in motivated types,

which the voter prefers.

2. As o (the probability that a motivated politician is high ability) increases, the del-
egation contract becomes relatively more appealing. With a higher o, the pool
of motivated politicians is more likely to consist of high-ability individuals who
correctly implement the optimal policy. Since the delegation contract relies on per-
formance, this improved ability enhances the expected outcomes under delegation,

making it the preferred option.

3. If v (the probability that r is the optimal policy for the voter) increases, the com-
mitment contract is favored. A higher v implies that r is more likely to be correct.
Because the commitment contract mandates r, this alignment with the voter’s op-
timal policy increases the utility of the commitment contract while reducing the

incidence of deviations.

4. An increase in A (the probability that the elite offers a bribe for s) tends to favor the
commitment contract. If we suppose A = 1, we have that the commitment contract
is able to do perfect screening on greedy types since they always are corrupt and
implement s. Therefore the higher A the more the commitment contract becomes

attractive for the voter.
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5. Finally, as p (the probability that a motivated politician accepts a large bribe and
becomes corrupt) increases, the commitment contract is preferred. To make this
conclusion simpler, let’s assume A = 1, so that all the corrupt do policy s. If p is
high, we have that in the commitment contract all the greedy and many motivated
do s and the voter kicks them out of office. The politicians that do r are for sure
motivated either high or low ability. In the delegation contract, we will have that if
(r, correct) is observed, the politician is kept and is certainly motivated and more
likely high ability. If (s, correct) is observed, you are very likely to reelect a greedy
lucky politician which is corrupt but got lucky and implemented the right policy for
the voter, and with a small probability a motivated high skill type. So in this case
the delegation contract has an higher variance of high ability and corrupt, and in
some sense is more risky. Therefore the commitment contract likely preferred since
is more reliable in changing corrupt politicians while keeping a fair amount of high

ability.

In summary, when people have little trust in politicians and see them as corrupt, they
prefer clear and strict policies that are easy to monitor. This is especially true when voters
strongly support a specific policy and when lobby groups have a lot of power to influence
politicians in ways that are favorable to them but not for the collectivity. In these cases,
"populist" alternatives, such as fixed policies, help voters feel more secure because they
don’t have to spend time and effort checking whether politicians are acting in their best
interest. On the other hand, when politicians are seen as capable and honest, people are
more willing to give them the freedom to make decisions based on what is best at the
time. In this situation, flexible policies are preferred over strict ones, even though they
require voters to stay informed and make sure politicians are doing their jobs properly.
When trust in politicians is high, people feel more comfortable allowing them to adjust

policies as needed.
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3.4 Politician endogenous entry

In this section we will make the decision of the politicians to enter the pool of candidates
endogenous. We have that the propensity to enter the political market depends on the
expected utility of the politicians given the contract offered. If a politician decides not to
enter the pool, he will have an outside option that gives him utility equal to W. Given
that high ability politicians are more competent than low ability, we have that W’ > W<,
The first step is to analyze the expected utility of the two contracts for each type and see
which one is preferred.

Starting with a greedy type, given that B = pL + (1 — p)S, we have that the expected

utilities of receiving a commitment and delegation contract are the following

EUC = (1 —A){}H <pL+(1 —p)sﬂ +)\[pL+ (1 —p)s]

EUP = (1- ) {7@3 Y R) (1 W)B} + )\[(1 —)(2B + R) +7B].

In order to analyze which one is preferred, for simplicity we assume A = 1, which means
that the elite has very strong preferences for the status quo and always bribes the politi-
cian to make him do policy s. This implies that the commitment contract does a perfect

screening for greedy types. So given this assumptions we have that
C _
EU; =B
D _ _
EUS =(1-7) 2B+ R)+vB=DB(2-7)+R(1-1),
D c _
EU; —EU; = |B2-v)+R(1-7) —-B

=B(1—-7)+R(1—7)

=(1—-9)(B+R).

Remark 4. Given v > 1/2 and B+ R > 0, we have that EUgD > EUgC. A greedy type

always prefers the delegation contract.
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Now we calculate the expected utilities of the two contracts for a motivated high skill

type, we have that

EU(%,h) =(1-X) {R%—’ys} —|—)\[(1 —p)(R+~ve)+p(L— C)}

+ {(1 “ )+ A1 —p)} {(1 —p)hs—l—p(L—C’)].

EUL = (1 —p)h<R+€+X>
+p{(1—)\)[fy(R+L—C+X>+(1—7)(L—C>}

+ A[(1—7)<R+L—C+X>+7(L—C>}}.

Where X = (1 — p)he + p(L — C), the utility of being reelected in ¢t = 4.

Again, we assume A = 1 and confront the two expected utilities. We have the following

EUG, =0 =p)(R+7e)+p(L—C)+(1—p) {(1 —p)he+p(L - O)},
EUL = (1 —p)h<R+6+X) +p[(1 —VR+L—-C+X)+~(L— C)],
Define the difference

— D C

Then, after some algebra,
A=(1-p) h(R+e+X>_(R+ye)} +p[(1—7)(R+X)—(1—p)(L—C) .

Remark 5. If h > v and R+ X > }_;z(L — C), we have A > 0. Which implies

D C

Thus, a motivated high ability politician prefers the delegation contract when his ability
is high relative to the exogenous probability that r is optimal (i.e., h > 7) and when the
re-election and continuation benefits (captured in R+ X) are sufficiently large relative to

the net bribe outcome L — C.
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For low ability motivated politician we apply the same reasoning. For Y = (1 — p)le +

p(L — C) we have the following

C
EU(m,l)

(1=p)(R+72) +p(L = )+ (1—p)|(L=p)le+p(L—C)].

EUL. = (1—p)l(R+€+Y) +p[(1—7)(R+L—C+Y)+7(L—C)},

As before we define

— D C
A = EUL,, - EUG, ).

m,l)

Then, after some algebra,
A=(1-p) Z(R+5—|—Y)—(R+fye)] +p[(1—’¥)(R+Y)—(1—P)(L—C) .

Remark 6. if | <~ and R+Y < }_;s(L — (), we have A < 0. Which implies EU(%J) <
EU,

m,l)*

Thus, by opposite argument as before, we have that for low ability politicians, given that
their signal [ is smaller with respect to the high ability counter part, the conditions [ <
is more likely to be satisfied. And with the same reasoning we have that the expected
utility in the last stage for motivated low ability (V') is smaller with respect to the one
of the high ability (X). Therefore, we have that motivated low ability types are more
attracted towards the commitment contract given their lower chance of receiving utility
by just observing their signal.

In conclusion, when politicians decide whether to enter the political market, they com-
pare the expected utility from running (which depends on the contract offered) to their
outside option W. Since high-ability politicians have a higher reservation utility (i.e.,
Wh > W), they require a higher expected utility from entry to be induced to run. Our
analysis shows that under a delegation contract, both greedy and motivated high-ability
politicians obtain higher expected utility than under a commitment contract, while moti-
vated low-ability politicians do better under commitment. Consequently, if the delegation

contract is offered, only those candidates who are either greedy or motivated high-ability,
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because their expected utility exceeds their higher W", will choose to enter the race. In
contrast, if a commitment contract is offered, its relative appeal to low-ability (but mo-
tivated) politicians means that since their reservation utility W' is lower, they are more
likely to enter because the contract delivers them higher net utility relative to the alter-

native.

Proposition 3. If the delegation contract is offered, then high—ability motivated politicians
and greedy politicians obtain higher expected utilities than their outside option, so they are

more likely to self-select into the political market.

Proposition 4. If the commitment contract is offered, then motivated low—ability politi-
ctans obtain higher net utility relative to their outside option, so they are more likely to

self-select into the political market.

3.4.1 Political campaign

In the previous sections, we have a obtained a result of rational ignorance: if the commit-
ment contract is offered, is optimal for the voter to not get informed about the state of
the world (e = 0). Alternatively, if the delegation contract is offered, is optimal for the
voter to exert the effort and observe the true state of the world (p(e) = 1) in order to
make the decision if to reelect or not the politician. Now we assume that it is possible
for politicians to do political campaign in order to influence the information cost of the
voter.

When politicians can influence the cost of information for voters, for example, by engaging
in political campaigns that generate fake news or otherwise complicate the information en-
vironment, they effectively raise the cost that voters must incur to become well informed.
In our model, this cost is captured by c(e), and a higher ¢(e) means that voters are less
likely to acquire accurate information about the state of the world. Low-ability politi-
cians have a particular incentive to do this. Because they are less competent at obtaining
a clear signal, their performance under a delegation contract is relatively poor. Under
delegation, voters condition reelection on observing the correct policy outcome. Thus, if

voters are well informed, low—ability candidates would be penalized for their lower per-
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formance. However, if a low—ability politician increases the cost of information for the
voter, the voter is less likely to acquire reliable information and, consequently, more likely
to resort to a commitment contractﬁ. In contrast, high—ability candidates have an incen-
tive to perform well and benefit from a delegation contract, since their superior signal
accuracy allows them to secure re-election when performance is observed. Therefore, our
model predicts that when politicians can actively increase the information cost (through,
say, strategic campaign efforts or fake news), low—ability politicians are more likely to
favor, and indeed to self-select into, the political market under a commitment contract.
Meanwhile, high—ability (and greedy) candidates are more attracted to the delegation
contract, where their performance can be rewarded.

This mechanism formalizes the intuition that modern communication strategies, which
often increase the complexity and cost of acquiring accurate information, can serve as a
strategic tool. In environments where such tactics are employed, voters are pushed toward
simpler, binding contracts. As a result, the electoral pool becomes sorted: commitment
contracts tend to attract lower—ability (but motivated) politicians, while delegation con-

tracts attract higher—ability and corrupt candidates.

Corollary 1. If it’s possible for politician to exert an effort in order to increase the cost
of information for the voter, we have that it is optimal for low skilled politician to do so
in order to make the commitment contract more attractive to the voter and therefore get

an higher utility in expectation.

6The intuition is formalized in the proof provided in appendix.
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4 Concluding Remarks

The question of who chooses to enter politics and how political systems shape this deci-
sion is central to understanding the stability and effectiveness of democracy. Moreover,
the level of information acquired by citizens is fundamental for a correct functioning of
democratic societies. Political institutions are not just passive arenas where politicians
compete; they actively influence the type of candidates who run for office, the incentives
they face, and the way voters engage with the political process. Some systems encourage
broad participation and attract competent leaders, while others create barriers that fa-
vor a narrow political elite or allow less capable individuals to gain power. These issues
become even more important when considering the rise of populist movements, which
often emerge in response to public dissatisfaction with traditional political elites. Pop-
ulism can bring new voices into the political arena, but it can also undermine democratic
institutions by reducing accountability and encouraging simplistic solutions to complex
problems. When voters lose trust in politicians, they may demand rigid policies that limit
political discretion, potentially leading to governance structures that prioritize short-term
certainty over long-term effectiveness.

By studying how different types of political contracts shape candidate selection, voter
behavior, and policy outcomes, this thesis contributes to a deeper understanding of the
trade-offs involved in designing democratic institutions. The findings suggest that the way
voters structure political accountability—through either strict policy commitments or flex-
ible delegation—affects not only how politicians behave in office but also who chooses to
enter politics in the first place and how much information should a citizen seek out about
events shaping the world. These insights are particularly relevant in periods of political
turmoil when concerns about corruption, elite influence, and misinformation shape elec-

toral competition and the quality of political leadership.

In this thesis, I extended a dynamic principal-agent framework to examine how differ-
ent contractual arrangements affect both political behavior and candidate selection. By
incorporating an integrity and ability dimension into the model and allowing for endoge-

nous entry of candidates, I was able to analyze how commitment and delegation contracts
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influence the quality of politicians and voter behavior.

The analysis revealed that commitment contracts, which bind politicians to a predeter-
mined policy, serve as an effective screening mechanism that discourages corrupt candi-
dates from entering the political arena. This contract structure leads to rational ignorance
among voters, as they have little incentive to gather information about what is the opti-
mal policy when policies are predetermined. In environments with low trust in politicians
or strong elite influence, commitment contracts provide voters with a sense of security,
reducing the risk of elite’s influence.

On the other hand, delegation contracts, which allow politicians to exercise discretion
in policy-making, encourage informed voter decision-making and attract higher-ability
candidates. Under this system, reelection depends on observed performance, leading to
better outcomes when politicians are competent and trustworthy. Delegation contracts
also create opportunities for self-interested politicians to exploit their greediness and get
corrupt by the elite, as there is no fixed policy they need to implement.

A key result of this study is that the type of contract offered shapes the composition of
political candidates. Low-ability but motivated politicians are more likely to enter politics
under a commitment contract, as it shields them from performance-based accountability.
Conversely, high-ability politicians, as well as those driven by personal gain, are more
attracted to delegation contracts, where their skills or strategic behavior can yield greater
rewards.

Moreover, the findings highlight the role of political campaigns in shaping voter infor-
mation costs. I demonstrated that low-ability politicians have an incentive to increase
misinformation and raise the cost of acquiring political knowledge, making commitment
contracts more appealing to voters. This, in turn, helps them secure office despite their
lower competence.

These results also reaffirm existing findings from static models, confirming that commit-
ment contracts are preferable in societies with low political trust or where elite influence is
strong. In contrast, when voters perceive politicians as competent and honest, delegation
contracts lead to better governance by promoting flexible and informed decision-making.

Further extensions of this model could provide valuable insights for future research. One
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possible development would be to relax the strong assumptions regarding the rigidity of
contracts. Instead of assuming that contracts are fixed and binding, one could explore
a scenario where voters can offer a type of contract but retain the flexibility to decide
whether to enforce it based on changing circumstances. A similar approach could be
applied to the strategic interactions between elites and politicians. By enabling more
flexible decision-making, future research could analyze the optimal behavior of different
types of politicians and the strategic bribing actions of elites.

From an empirical perspective, this model suggests several hypotheses that could be
tested. One key prediction is that the quality of political candidates declines as populist
movements gain momentum in a country. This could be examined by studying whether
increased populist sentiment correlates with a decrease in the educational level of politi-
cians. Another testable hypothesis is that members of populist parties tend to spread
misinformation more frequently than their non-populist counterparts. Investigating these
relationships empirically could provide deeper insights into the real-world impact of po-

litical structures on governance and democratic accountability.
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A Appendix

Proof of remark 1. Let D= (1—)\)+ X1 —p)(1—90).
(a) Show that P(g | r) < 0:

We have

Since

it follows that

D=(1-MN+A1-p)(1—0) >(1-\).

Thus,
01—X)  0(1—-X)
D 1o
Therefore,
P(g|r) <@.

(b) Show that P(m |r) >1—6:

We have
—A) + A1 - 1-0
O (G Ok <11) n))-6

observe that
(1= + A1 =p)|(1-0)
D

>1-46.
Dividing both sides by the positive number 1 — @ yields the equivalent inequality

(1A +A{1-p)

> 1.
D

Since D =(1—-A)+ A1 —-p)(1—0) and 1 — 0 < 1, it follows that

A1 =p)(1—=0) <A1 —p),
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so that
(1=X)+AX1=p)(1—=0) < (1—=X)+A1-Dp).
Thus,

1-N+r1-p)
D

> 1,

which implies

Pim|r)>1-8¢.

Proof of Proposition 1. If no level of effort is exerted we have
EUY = EUZ; + P(r) EUgeeplr + P(8) EUcange

Since observing the correct state of the world does not increase the expected utility of the
voter under the commitment contract, if the voter exerts the effort he gets in expectation
EU®Y —c(e), which is trivially smaller than EU. Therefore, the optimal choice is to have

e=0. O

Proof of Proposition 2. Under the delegation contract, the voter’s expected utility

when exerting effort e is

EUP = EUP; + P(r, correct) EUeep|(r.correct)
+ P<57 COI'I'GCt) EUkeep|(s,correct)

+ | P(r,incorrect) + P(s,incorrect)| EUchange — c(€).

If no effort is exerted (i.e. e = 0), the voter never learns the true state and is forced to
change the politician:

EUP(e = 0) = EUZ; + EUeange-

To prove that effort is optimal, we must show that

EUP > EUP(e = 0).
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Subtracting EUZ, from both sides, it suffices to prove

P(ﬂ COI‘I‘GCt) EUkeep|(r,correct) + P(S, COI‘I'eCt) EUkeep\(s,correct)

+ [ P(r,incorrect) + P(s,incorrect)| EUchange — c(€)

> F Uchange .

Since the total probability sums to 1, define x = P(r, correct) + P(s, correct) and conse-
quently, 1 —z = P(r,incorrect) + P(s, incorrect). Then the left-hand side of the inequality

can be regrouped as

P(T7 COI‘I‘GCt) EUkeep\(r,correct) + P(S; correct) EUkeep\(s,correct)

+ (1 = 2) EUchange — c(e).

We want this expression to exceed EUgpange. Equivalently, subtracting (1 — z) EUcpange

from both sides, the condition becomes

P(r, correct) EUxeep|(rcorrect) + P(5, correct) EUeep|(scorrect)y — €(€) > & EUchange-

Under the model’s assumptions, when the voter exerts effort the politician’s performance
is observed. In particular, if the politician implements the correct policy, then the utility

from reelecting him is higher than the utility from changing him; that is,
EUkeep|(r,correct) > EUChange and EUkeep\(s,correct) > EUChange-

Define

d= min{EUkeepKr,correct)a EUkeep|(s,correct)} - EUchangev

so that d > 0. Then we have

P(’I“, COI'I'eCt) EUkeep\(r,correct) + P(S7 COI‘I'eCt) EUkeep|(s,correct) > (EUchange + d) .
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Thus, a sufficient condition for the inequality to hold is
x<EUChange + d> - C(e) > EUchangea

which simplifies to

xd > c(e).

Since x > 0 (there is a positive probability of observing the correct policy when effort is
exerted) and d > 0 (the benefit of reelecting a correctly performing politician exceeds that
of changing him), there exists a level of effort e* for which the cost c(e*) is sufficiently
small to satisfy

cle”) < zd.

Therefore, under the model’s assumptions, the expected utility when exerting effort is

strictly higher than the utility when not exerting effort:
EUp > EUD<€ = O)

This proves Proposition 2, showing that it is optimal for the voter to incur the cost c(e)

and acquire information under the delegation contract. O

Proof of Proposition 3. The proposition holds given Remark 4 and EU, ;) > W9 for
greedy types. It holds given Remark 5 and EU(), ;) > W" for motivated high ability
types.

So we conclude that when the delegation contract is offered greedy and motivated high

ability types will self-select into the pool of candidates. m

Proof of Proposition 4. The proposition holds given Remark 6 and EU((;VH, > wt.
So we can conclude that if the commitment contract is offered, motivated low ability

politicians will self-select into the pool of candidates. O
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Proof of Corollary 1. Suppose that a politician can take actions (e.g., spreading mis-
information) that increase the voter’s cost of acquiring information. Formally, let the cost
be denoted by

cle,m),
where m is a measure of the politician’s effort to raise information costs, and assume that

dc

— > 0.
om

Then, by choosing a sufficiently high level m*, the politician can ensure that

cle,m*) > xd,

where

x = P(r,correct) 4+ P(s, correct)

is the total probability of correctly observing the policy, and

d= min{EUkeep\(r,correct)a EUkeep\(s,correct)} - EUchange

represents the minimum additional benefit from reelecting a correctly performing politi-
cian over replacing him.

When this inequality holds, the cost of acquiring information becomes so high that the
voter finds it optimal to choose e = 0 (i.e., not to acquire any information). As a result,
the performance-based benefits of the delegation contract vanish and the commitment

contract becomes more attractive for the voter. Il

45



	Introduction
	Literature Review
	Basic Model
	Timing of the model
	Expected utility of contracts
	Contract comparison
	Politician endogenous entry
	Political campaign


	Concluding Remarks
	Appendix

