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Political Pandering and Bureaucratic Influence!
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Abstract

This paper examines the impact of bureaucracy on policy implementation in
environments where electoral incentives generate pandering. A two-period model
is developed to analyze the interactions between politicians and bureaucrats, who
are categorized as either aligned—sharing the voters’ preferences over policies—or
intent on enacting policies that favor elite groups. The findings reveal equilibria in
which aligned politicians resort to pandering, whereas aligned bureaucrats either

support or oppose such behavior. The analysis further indicates that, depending on

parameters, any level of bureaucratic influence can maximize the voters’ welfare,

ranging from scenarios with an all-powerful to a toothless bureaucracy.
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Something I've learnt not only during my time as Attorney, but also during my
time as a Brexit minister, is that some of the biggest battles that you face as
a minister are, in the nicest possible way, with Whitehall and internally with
civil servants, as opposed to your political battles in the chamber. [...] Don’t
take this as an opportunity to bash the civil service. But what I have seen
time and time again, both in policymaking and in broader decision making, [is]
that there is a Remain bias. I'll say it. I have seen resistance to some of the

measures that ministers have wanted to bring forward.

Suella Braverman, then Attorney General of the UK.
Interview with The Sunday Telegraph, July 3, 2022.

1 Introduction

National bureaucracies are an essential part of modern states, with bureaucrats—mnon-
elected public employees or civil servants—playing a significant role in designing and
implementing policies alongside elected politicians. The interaction, and sometimes
conflict, between bureaucrats and politicians is interesting from both economic and social
perspectives, as it may decrease the accountability of elected politicians, potentially
harming voters. Additionally, it can alter the intended policies of politicians, resulting in
more or less beneficial outcomes for society. While politicians may not always possess
extensive policymaking experience when they assume office, bureaucrats tend to be highly
educated with specialist knowledge, especially those operating at the highest levels of
a state’s bureaucracy. They can tap into the bureaucracy’s institutional memory and
know-how, all of which are crucial assets for policymaking. However, these assets can also

lead to bureaucracies becoming overly powerful to the extent that they can extract rents.

Political agency models, examining how elections discipline politicians, offer a frame-
work for exploring the role of bureaucrats in policymaking. These models reveal elections
as imperfect instruments: sometimes, bad politicians imitate good politicians to get
re-elected. Furthermore, even good politicians may propose sub-optimal policies for re-
election purposes. The existence of bureaucrats introduces complexity in the policymaking

process, potentially diminishing the effectiveness of elections as disciplining instruments.

In this article, we explore a two-period model of political agency with “good” or “bad”
politicians and “good” or “bad” bureaucrats. One of two states of the world realizes,
which politicians and bureaucrats—but not voters—observe. Politicians then propose a
policy, and bureaucrats can attempt to change it. Given the state of the world, good
politicians and good bureaucrats prefer the socially optimal policy. Their preferences over

policies are aligned with those of voters. By contrast, bad politicians and bad bureaucrats



are corrupt and captured by some elites: they consistently prefer a particular policy that
yields extra—albeit uncertain—rent. Voters, unable to observe the state of the world

directly, can re-elect or replace incumbent politicians based on implemented policies.

Our analysis focuses on pandering equilibria, where good politicians sometimes propose
policies they know are not socially optimal given the state of the world but can aid their
re-election. That is, they pander. Voters view the implementation of such policies as
a signal that politicians are good. We identify an equilibrium where good bureaucrats
consistently attempt to correct current policymaking to align the policy with the state of
the world. These corrections may lead to the re-election of bad politicians, who would
otherwise be replaced, and could result in the removal of good politicians, who would
otherwise be re-elected. Good bureaucrats assess the social costs of implementing a
policy-state mismatch. If the mismatch under the state of the world in which good
politicians aim to pander is relatively more socially costly than under the other state, then
the good bureaucrat would seek to correct pandering behavior. This class of equilibria
reflects the surviving conflict of interest between a good elected politician and a good

appointed bureaucrat.

Our analysis examines pandering equilibria, where good politicians sometimes propose
socially sub-optimal policies to increase their re-election chances despite understanding
that such policies are not the most beneficial for society. In this scenario, voters interpret
the adoption of such policies as evidence that incumbent politicians are good. We identify
an equilibrium in which good bureaucrats strive to correct the politician’s actions to
reflect actual societal needs. This adjustment process, however, may favor the re-election
of bad politicians and the ousting of good ones. Before adjusting policymaking, good
bureaucrats evaluate the societal costs associated with policy misalignment. When the
cost of pandering by good politicians in certain situations is significantly high, these
bureaucrats work to counteract such behavior. This equilibrium highlights the ongoing

conflict between good politicians’ and good bureaucrats’ interests.

The good bureaucrats’ equilibrium behavior changes when the relative cost of policy
mismatch substantially differs across states. In these cases, the good bureaucrat accom-
modates pandering behavior, hoping that, by doing so, a good politician will be re-elected.
By contrast, bad bureaucrats do not always accommodate pandering, potentially leading
to the replacement of both good and bad politicians. Both bad politicians and bad
bureaucrats compare their realized rents of the first period to the expected rents of the

next period before making their choices.

The general idea behind equilibrium behavior is as follows. Voters understand that
politicians may be influenced or captured by certain elites. They associate policies such

as reduced taxes for high-income brackets, lower corporate taxes, or salary increases



for unionized workers with these elites, as such measures often align with elite interests
yet are generally unpopular with the broader public. To sidestep the negative image of
corruption or elite capture, a forward-looking politician may strategically choose to avoid
these policies, even if they are socially optimal, opting instead to engage in pandering to
secure re-election. Upon securing another term, good politicians can aim to implement
policies that are truly beneficial for society. However, this strategy can be disrupted by

the bureaucrats.

Several studies have investigated pandering, a phenomenon where politicians, who
have more information than the electorate, choose policies that may not best suit the
current circumstances but are selected to improve their re-election chances. These policy
choices serve as signals to voters, indicating either the politician’s alignment with societal
interests (Maskin & Tirole, 2004, 2019; Merzoni & Trombetta, 2022; Trombetta, 2020) or
their competence (Bils, 2023; Canes-Wrone, Herron, & Shotts, 2001; Stephenson & Fox,
2011). In our framework, pandering is primarily about demonstrating shared preferences
with voters.

In recent years, the topic of bureaucrats’ ability to influence policy has garnered

! Bureaucrats can impact policy not only by voting in elections

increasing attention.
(Forand, 2022) but also through the effort they exert (Blumenthal, 2023; Li, Sasso, & Turner,
2020, 2023; Slough, 2022; Yazaki, 2018), or by directly altering politicians’ policies (Martin
& Raffler, 2021). This line of work connects to the concepts of judicial review—where the
judiciary has the power to overturn executive decisions (see Stephenson & Fox, 2011)—and
hierarchical accountability, where elected intermediaries can remove policymakers on behalf
of voters (Vlaicu & Whalley, 2016). Related research on bureaucracy primarily focuses
on how bureaucratic actions influence political accountability. Elections allow voters to
hold politicians accountable for their policies; however, this mechanism does not apply to
bureaucrats. Moreover, the difficulty voters face in distinguishing between the influences
of bureaucrats and politicians on policy hinders effective political oversight. This absence

of efficient monitoring undermines the accountability of elected officials.

Conversely, bureaucrats serve as vital components in the policy-making process. Their
expertise is essential for policy implementation and can act as a bulwark against the
whims of populist leaders (Sasso & Morelli, 2021). Additionally, bureaucratic efficiency
can bolster voter confidence in the effective use of tax revenues, despite concerns over
bureaucratic size (Forand, 2019). However, it is also common for politicians to blame
bureaucrats for policy failures or their own inadequacies (Awad, Karekurve-Ramachandra,
& Rothenberg, 2023; Miller & Reeves, 2022).

The closest work to ours is Martin and Raffler (2021). In both studies, policies are

Readers can turn to Gailmard and Patty (2012) for a review of formal models of bureaucracy.



jointly determined by a politician and a bureaucrat, with the possibility of either being
“good” or “bad.” Similar to our work, a “bad” bureaucrat is not an incompetent official
but one whose choices dispense with any consideration of voter welfare. Martin and
Raffler (2021) focus on the politicians’ re-election probabilities when bureaucrats gain
more influence at their expense. Unlike their approach, where bureaucrats and politicians
always select their preferred policies, our model treats these decisions as endogenous. This
distinction is crucial, broadening the scope for applications and outcomes of our model,

including the study of pandering and collusion.

The rest of this article is structured as follows: Section 2 introduces the model.
Section 3 outlines and examines two types of pandering equilibria and discusses their
existence and implications. Section 4 explores two benchmarks: an all-powerful and a
toothless bureaucracy. In Section 5, we analyze the comparative statics of bureaucratic

influence on the voters’ welfare. Finally, Section 6 concludes. Proofs are in the Appendix.

2 The Model

We analyse a two-period political agency model. There are three players: a politician in
charge, P, a bureaucrat, B, and a representative voter, V. Politicians and bureaucrats are
policy-makers: in each period t € {1,2}, the incumbent politician and the bureaucrat put
forward a policy proposal ¢/ € {z,y}, j € {P, B}. Between periods, there is an election

where the voter decides whether to replace the incumbent politician with a challenger.?

Policymaking.— The period-t implemented policy, p;, depends on the policy-makers
proposals in the following way: when the politician and the bureaucrat propose the
same policy, then p; will coincide with their proposals, i.e., p; = ¢’ = ¢Z. Otherwise,
the implemented policy will coincide with the bureaucrat’s proposal with probability
A € (0, 1), and with the politician’s proposal with probability 1 — . The score A represents
the bureaucrat’s ability to override the politician’s proposals. This score may denote
institutional structures granting bureaucrats autonomy from elected officials or reflect

bureaucrats’ superior policy enactment abilities.

FElections.— The representative voter’s electoral decision after observing the period-1’s
implemented policy is v(p;) € [0, 1], where v represents the probability that the voter

re-elects the incumbent politician.

Information.— A policy-relevant state of the world, s; € {z,y}, is drawn at the

beginning of each period. With probability p € (0,1), the state of the world in period ¢ is

2The challenger is not considered a formal player as it takes no action. Should the incumbent be voted
out, the challenger assumes office, becoming the incumbent for the second period. Therefore, we denote
the acting politician in both periods as P.



equal to . The policy-makers perfectly observe s; before choosing a policy proposal in
period t. The voter does not observe s; or any state-dependent payoffs before the election
takes place. Moreover, the voter does not observe the policy-makers proposals, ¢7. This
lack of access may result from the confidential nature of government operations or the
untimely release of information to the public. Lastly, the bureaucrat observes ¢ before

setting forth their proposal.

Types.— Policy-makers can be either good (g) or bad (b). The bureaucrat’s type,
6P € {g,b}, is good with probability 3 € (0,1). The first-period politician’s type,
6F € {g,b}, is good with probability 7 € (0,1). The second-period politician’s type,
0F € {g,b}, depends on the voter’s decision. If the voter re-elects the first-period
incumbent, then the politician’s type remains constant across periods, i.e., 88 = 0F.
Otherwise, 0 is drawn at the beginning of the second period according to the same
distribution as 7. Policy-makers P and B privately know only their own type. The
voter does not know the policymakers’ types. A good policymaker is distinguished not
by her competence but by her alignment with the voters’ interests. Conversely, a bad
policymaker seeks to extract rents regardless of the state of the world, indicating capture

by special interests. Finally, the bureaucrat’s type remains constant across both periods

Payoffs.— The payofts players obtain from the policy implemented in period ¢ depend
on their own type and the period-t state of the world. The voter’s payoff is

v(p, s) = vi(p1, 1) + dv2(pa, s2),

where p = (p1,p2), s = ($1,52), and ¢ € (0,1] is a common time-discount factor. With
some abuse of notation, we define p; = s; as a policy that matches the realized state, and
p: # s¢ as one that does not. The voter prefers the implemented policy to match the

same-period state, i.e.,
ve(pe = St, 8t) > ve(pe # s, 8¢) for every s, € {x,y} and t € {1,2}.

Good policy-makers (§] = g and 7 = g) share the same preferences over policies as
the voter. This remains true for good politicians who are not in office, as they become
voters themselves. By contrast, bad policy-makers (#7 = b and #% = b) favour policy y
independently of the state: they extract rents r7 > 0 if implemented policy is p, = y, with
j€{P,B}andt e {1,2}. If p, = x, their period-t rents are zero. Rents 7’{ are distributed
according to a cumulative distribution FY, with mean g and full support in {0, R! }, and
are private information of policy-maker 7 only. Bad policy-makers are more interested

in extracting rents than in the effect of the policy itself. To simplify our analysis, we



3 Policy-makers,

maintain the assumption that their payoff is zero when out of office.
similarly to voters, discount future payoffs by §. Furthermore, both types of politicians

get office rents E' > 0 in every period they are in charge.

Timeline.— To sum up, the timing of the game is as follows. In period 1,

1. s1, 0F, 08, rF and rP are realized. The state s; is observed only by the policy-
makers, P and B, but not by the voter, V. 67 and r!" are private information of
the politician, P. Likewise, 0% and rP are private information of the bureaucrat, B;

2. P and B sequentially choose policy proposals q{ , j € {P,B}. B observes the choice
of P before making their choice. Policy proposals are not observed by the voter, V.
Given proposals (qf qP ), the implemented policy p; is publicly realized;

3. V observes p; and decides whether to re-elect or replace P with a challenger whose
type is drawn from the same distribution as the incumbent’s;

4. Period-1 payoffs are paid.
In period 2,

1. sy, 7l and rP are realized. As before, the state s, is observed by the policy-makers,
P and B, but not by the voter, V. If P has been replaced with a challenger, then
0L is realized and is private information of the politician in office. Rents r¥ and
type 0F are private information of the bureaucrat, B;

2. P and B sequentially choose policy proposals ¢}, j € {P, B}. B observes the choice
of P before making their choice. Given proposals (qéD L¢P ), the implemented policy
po is publicly realized;

3. Period-2 payoffs are paid, and the game ends.

Strategies.— We focus on pure strategies. A politician’s proposal in period-t is a
function ¢’ : {g,b} x {z,y} x {O,Rf] — {x,y} such that ¢ (Qtp,st,rf) is P’s policy
proposal in period-t when her type is 6F, the state is s;, and realized rents are r’. A
bureaucrat’s proposal in period-t is a function ¢” : {g, b} x{z, y}x {O, Rﬂ x{z,y} — {z,y}
such that ¢ (93 s, 8 qf ) is B’s policy proposal in period-t when her type is 87, the
state is s, the realized rents are r2, and the politician’s proposal is ¢I’. When policymakers
are good (7 = g and 9P = g), their proposals do not depend on the realized rents. We will
often use ¢/ as a shortcut to denote the above strategies, with j € {P,B} and t € {1, 2}.
The voter’s electoral decision is a function v : {x,y} — {0, 1} such that v(p;) denotes V’s

electoral choice* after observing policy p;. A posterior belief function for the voter is a

3See Besley (2006) and Merzoni and Trombetta (2022) for a similar treatment of out-of-office payoffs.

4Specifically, v denotes the probability of re-election. Since we restrict attention to equilibria where
the realized policy is informative about the politician’s type (see Definition 1), restricting v to be either 0
or 1 is without loss of generality.



mapping IIy : {z,y} — [0, 1] such that Iy (p;) denotes the V’s posterior belief that the
politician type is good after observing the realized policy p;. Similarly, Il : {z,y} — [0, 1]

denotes B’s posterior belief that the politician’s type is good after having observed ¢f.

Solution concept.— The equilibrium concept is pure-strategy perfect Bayesian equi-
librium (PBE).? The analysis focuses on pandering equilibria, which are defined in the

following section.

3 Equilibrium Analysis

In pandering equilibria, a good politician may propose a policy they know to be sub-
optimal for the voter to signal their type and increase their chances of re-election. In
our setup, a pandering equilibrium is characterized by the fact that, in the first period,
the good politician consistently proposes policy x regardless of the state of the world. In
the second period, as there is no longer an impending election, the need for pandering
disappears. Considering the incentives of all policymakers in the second period, we find
that, in any perfect Bayesian equilibrium (PBE), their strategies for the second period

are as follows:

sy if0) =g
y if6,=0b
for j € {P, B}. We can now define our pandering equilibria.

Definition 1. A pandering equilibrium (PE) is a pure-strateqgy PBE where, in period-1,

i) good politicians propose policy x in state y, that is, &’ (g,y, rf) =z
it) the implemented policy is informative, that is, 1ly(p1) # © for p1 € {z,y}; in
particular, Iy (x) > w;

iii) voters re-elect the incumbent if and only if py = x. That is, v(z) =1 and v(y) = 0.

The voter prefers a policy aligned with the state of the world. In period 2, only a good
politician is assured of selecting a policy that matches the state consistently. Consequently,
the voter benefits from ensuring a good politician’s tenure. To make this choice, voters
seek an informative signal that the incumbent’s type is good. Observing p; = x in period

1 serves as such a signal, compelling the voter to favor re-electing the incumbent.

At the same time, a good politician would only engage in pandering if such behavior
informatively signals their type, given that voters cannot directly observe such a char-

acteristic. Instead, voters only witness the policy enacted in the first period. For the

SFor a textbook definition of perfect Bayesian equilibrium, see Fudenberg and Tirole (1991).



implemented policy to be informative, it must convey specific information about the
politician’s type. Because of bureaucratic interference, the implemented policy, p;, does
not necessarily coincide with the politician’s proposal, ¢f’. Characterizing the bureaucrats’

behavior is an essential next step.

Definition 1 describes pandering equilibria through the behaviours of politicians and
voters. Such a definition aligns with the approach taken by most related papers which
focus on the interaction between voters and politicians. To this literature, we add the
role of bureaucrats. Consequently, we must characterize pandering equilibria based on
the behaviour of bureaucrats as well. The next definition completes the equilibrium

description by including the behavior of bureaucrats and bad politicians.

Definition 2. A pandering equilibrium with correcting bureaucracy (PECB) is a PE

where,

e good bureaucrats always propose a policy that matches with the state of the world

regardless of the politician’s proposal. That s,

g (0% = g,51,77,¢f) = 51

fOT every s1 € {Ji,y}, rlB € [07R13]7 and Q1P € {xay};

o bad bureaucrats always propose policy y after politicians propose policy x. That is,
Q1B (HB = b7317r1B7qf = ZL’) =Y

for every sy € {x,y} and rP € [O,Rﬂ ;
o the bad bureaucrats’ proposal after politicians propose y is state-independent and

depends on realized rents r2. That is,
g (0% =b,s1 = 2,r0,qf =y) =af (6" =b,s1 =y vl qf =)

for every rB € [0, Rﬂ. From the voter’s and politician’s viewpoint, and in every
state s; € {x,y}, the probability that a bad bureaucrat proposes x after the politician

has proposed y is represented by &, where
5::PT<Q1B:‘/E‘HB:b7Q{D:y>Sl);

o the bad politicians’ proposal is state-independent and depends on realized rents r¥.
That is,

qf(@f:b,slzx,rf> :qip@fzb,sl:y,rf)

for every rf’ € [0, E’ﬂ From the voter’s and bureaucrat’s viewpoint, and in every



state sy, the probability that a bad politician proposes x is represented by vy, where
fy::Pr(qf:fo:b,sl).

In PECB, good bureaucrats aim to align policy with the state of the world, employing
a “correcting” strategy that may diverge from incumbent politicians’ goals. A scenario of
particular interest arises when a good bureaucrat and a good politician simultaneously
hold office. In such instances, both policymakers and voters agree that the optimal
policy corresponds with the state of the world. However, the concurrence of two good
policymakers is insufficient to guarantee the adoption of the socially optimal policy. The
potential influence of bad politicians and the electoral concerns of good ones may result
in the selection of an incorrect policy. In PECB, this situation can occur when the state

of the world is the captured one, i.e., y.

The behavior of bad policymakers in PECB is driven by their indifference to aligning
policy with the state of the world. Their primary concern is accruing rents. Upon
observing a politician’s proposal of ¢I’ = z, the bureaucrat infers that this politician
is more likely to be good than bad.® By attempting to shift the policy to y, the bad
bureaucrat maximizes the chances of obtaining rents in period 1 while simultaneously
pushing the voter to oust a good politician. Conversely, a politician’s proposal of ¢I’ =y
fully reveals that the politician is bad. In this case, the bad bureaucrat faces the following
trade-off: either to confirm policy y, secure immediate rents and facilitate the replacement
of the surely bad politician; or to challenge the politician’s proposal, aiming to keep the
bad politician in power for future rent opportunities, thereby sacrificing immediate gains

for assured future benefits. This decision hinges on the value of period 1’s rents, rP.

Lastly, the bad politicians’ decision in PECB also depends on their realized rents, r .
If period 1 rents from proposing ¢’ = y are sufficiently high (resp. low) compared to the

expected rents they can garner in period 2, then bad politicians opt to propose ¢ =y

(resp. ¢ = ).

3.1 Belief updating in a PECB

The voter expects a proposal ¢’ = x (¢’ = y) to materialize in the same policy p; = x

(p1 = y) with some probability Xy (Yy), and to convert to py = y (p1 = z) with the
remaining probability. Similarly, the politician expects a proposal ¢f’ = z (¢f = y) to
materialize in the same policy p; = x (p1 = y) with some probability Xp(s;) (Yp(s1)), and
to convert to p; = y (p1 = z) with the remaining probability. The probabilities X p(s1)

6This assessment follows from the observation that, in pandering equilibria, good politicians always
propose z, whereas bad ones do not.

10



and Yp(s;) depend on the realized state, whereas Xy and Yy do not.”

As an example, consider the probability Xp(z). When politicians propose a state-
matching policy, say z, (i.e., ¢ = s; = x), they expect that the implemented policy, pi,
will surely remain equal to x if the bureaucrat is good, which happens with probability 3.
This expectation aligns with the behavior prescribed by PECB, whereby good bureaucrats
seek to align policies with states. By contrast, bad bureaucrats always attempt to change
a proposal ¢f’ = x into an implemented policy of p; = . In doing so, they succeed with
probability A and fail with the remaining probability. As a result, the politician’s proposal
remains equal to x if a bad bureaucrat fails to overturn it, which happens with probability
(1—B)(1 = A). It follows that Xp(z) =8+ (1 — 8)(1 = \).

9

The probabilities Xp(-) and Yp(-) will be instrumental in calculating the politicians
equilibrium strategy. They incorporate the politician’s knowledge of the state. Differently,

voters cannot condition their assessments on the state. From the voter’s viewpoint,®

Yo = B(L—pA)+(L—B)(1—EN).
Given these probabilities, and upon observing an implemented policy p; = x, voters

use Bayes’ rule to update their posterior belief that the politician’s type is good:

7TXV
Xv+(1—m) Xy +(1—7) 1-Yy)]

Hv(l‘) =

The voter’s posterior is consistent with the PECB outlined by Definition 2 provided that
Iy (x) > m > Iy (y). Indeed, the voter re-elects the incumbent after observing p; = x, and
ousts the incumbent otherwise. Moreover, the implemented policy must be informative

about the politician’s type, which is a requirement for our definition of PE (Definition 1).

The inequalities Iy (z) > © > IIy(y) hold true when Xy > 1 — Yy. Using the

expressions for Xy and Yy, we can see that this last condition is satisfied provided that
1—A

E< ——.

A1 =)

Observation 1. Ezistence of a PECB requires £ < /\(11;:\)

The above observation indicates that, in expectation, the bad bureaucrat should not

"In PECB, the probabilities from the politician’s viewpoint are the following: Xp(z) = B+(1—8)(1-\),
Xp(y) =1=AYp(x) = (1 -N+ (1 =-P)E1-N)+(1=¢)], and Yp(y) = B+ (1= B)E(1 -1 + (1 -E)].

8In their expanded form, we have Xy = B[p+ (1 — p)(1 — X\)] + (1 — 8)(1 = A) and Yy = B[p(1 — \) +
(I=pl+ A =p) A -1+ 1=¢]

11



try to convert proposals ¢f’ = y into a policy p; = x too often. If the probability & were
to be excessively high, then the implemented policy p; = x would no longer constitute an
informative signal that the politician is good. In that case, sequential rationality would
imply that voters replace politicians when the implemented policy turns out to be x. If
the condition in Observation 1 is satisfied with equality, then p; = z would not change

the voter’s prior, making the equilibrium non-informative.

We now turn our attention to the bureaucrat’s posterior beliefs about the politician’s

type. After observing ¢f’ = x, B’s posterior belief that P’s type is good is,

™

IT =
5(7) T+ (1 —m)y

We obtain that [Iz(x) > 7 as long as the probability that the bad politician proposes

x in the first period is 7 < 1. Since in our pandering equilibria only the bad politician

proposes qI’ = y with positive probability, we also have that

3.2 Existence of the PECB

The previous section shows that, for PECB to exist, we need a condition on the endogenous
probability £ (see Observation 1). The current section is dedicated to finding conditions
that are necessary and sufficient for the existence of PECB. Before we proceed, it is
instrumental to first define the ratio of policy-state mismatch costs (hereafter, referred

simply as to relative mismatch costs) as

A PWy) — (e y)

v(z,z) — vy, ) > 0.

We shall refer to v(y, y) — v(z,y) as the mismatch costs in state y, and to v(z, x) — v(y, x)
as the mismatch costs in state . When A > 1 (resp. A < 1), the mismatch costs are
larger in state y (resp. z) than in state z (resp. y). The next result outlines necessary

and sufficient conditions under which PECB exist.

Proposition 1. A PECB ezists if and only if
i) the politicians’ office rents are sufficiently high,

0E > v(y,y) —v(w,y) = p(l = m)(1 = A) [u(z,2) — vy, 2)];

12



it) the relative mismatch costs are relatively high,
A>0p(1 =N (lp(z) —7);

i11) the mazimum of the support of the bad politician’s rent distribution function in

period 1 has to be relatively large,

_ IBpA(1 — ) -1
Ry >6(puh+E)— P& (FP ;
i) the bad bureaucrat’s rent distribution function in period 1 is not excessively skewed

and it has a sufficiently large support,

1—A

RB > 6mp(1 — N b and ————

> FP (omp(1 = M) 2 ¢

The proof is in the Appendix. The first condition indicates that pandering requires
office rents to be high enough to incentivize good politicians to propose a sub-optimal
policy for re-election purposes. The second condition influences the behavior of a good
bureaucrat and is inherently met when mismatch costs in state y exceed those in state x
or when relative mismatch costs are approximately symmetric. For example, the second

condition is always satisfied when:
v(y,y) — v, y) 2oz, z) — oy, z).

The final two conditions, iii) and iv), ensure that bad policymakers are motivated by
short-term gains. If the rents for the first period are not high enough, the equilibrium
policy fails to convey useful information about the politician’s type. In such scenarios, a
bad politician would always aim for re-election by proposing ¢’ = y to secure higher rents
in the subsequent period. Likewise, bad bureaucrats would persistently strive to influence
policies to ensure the re-election of bad politicians. Consequently, the implementation of

policy p1 = y would cease to serve as a reliable signal that the politician is good.

3.3 Discussion of the PECB

The previous section outlines necessary and sufficient conditions for the existence of a the
pandering equilibrium with correcting bureaucracy (PECB) as described by Definition 2.

This section discusses the players’ equilibrium behavior in relation with those conditions.

The good politician’s choice when the state is x is simple: they propose z. Doing so
simultaneously ensures a policy-state match and re-election. However, in state y, the

situation is more complicated because the good politician weighs the immediate policy
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impact, the desire for re-election, and the benefits of office rents. Proposing y aligns with
the state, but it implies losing the election, missing out on future office rents, and risking
a policy-state mismatch in the following period. The significance of office rents becomes
evident here. If high enough, the politician might prioritize re-election over selecting the

accurate policy, as outlined in condition i) of Proposition 1.

Interestingly, condition i) may be satisfied even without office rents (i.e., when E < 0),
provided the mismatch cost in state x significantly outweighs that in state y. The
occurrence of pandering reduces with a lower probability of state x (p), a higher chance
of electing a good politician (7), and greater bureaucratic capability (A). Even if ousted,
good politicians can be confident of avoiding a policy-state mismatch in period-2 when

state x is relatively unlikely, and the chance of having a good successor is relatively high.

On the other hand, the bad politician’s proposal is determined by a comparison
between realized and expected rents, with no regard for the state of the world. If the
period-1 realized rents, r¥, are relatively lower than period-2 expected rents, then the bad
politician prefers to propose ¢f” = x in the hope of getting re-elected and seizing possibly
larger rents in period-2. Higher office and expected rents (E and ul’) increase the chance
that bad politicians propose policy z in every state. Similarly, an increase in bureaucratic
power (M), a higher likelihood of the state being = (p), and a greater inclination of bad
bureaucrats to reject a proposal ¢’ = y (¢) diminish the likelihood of bad politicians

proposing policy x.

Good bureaucrats genuinely care about policy and at the same time are unmotivated
by re-election considerations. They employ a “correcting” strategy when the state of the
world is z: should the politician propose ¢’ = y, they try to challenge such a proposal. A
successful challenge ensures the immediate implementation of the appropriate policy (i.e.,
p1 = x) and secures the re-election of an undoubtedly bad politician. Nonetheless, the good
bureaucrat is aware that, should the need arise, they can oppose policy mismatches again
in the future. Conversely, if policy x—the apt choice for the current state—is observed,
the good bureaucrat endorses it. The decision-making process is equally clear-cut when
the state of the world is y and the observed policy matches this state. Endorsing policy y
not only aligns with the correct course of action for the given state but also facilitates the

dismissal of a bad politician.

The decision for the good bureaucrat is more involved in scenarios where the state
of the world is y, but the politician’s proposal is ¢’ = x. Contesting proposal = can
ensure the implementation of an accurate policy for the current period, yet it risks
displacing a potentially good politician. The good bureaucrat opts to challenge the
incorrect proposal provided that the negative impacts of a policy-state mismatch in state

x do not significantly exceed those in state y (see the second condition in Proposition 1).
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This decision is underpinned by the rationale that the immediate cost of endorsing an
inappropriate policy (x in a y state) is justified by the potential to correct such mismatches
in the future. Moreover, there is the possibility of electing a good politician for the next

term, coupled with the bureaucrat’s opportunity to amend any future policy mismatches.

An increase in the probability that an incoming politician will be good, or a decrease
in the likelihood that a bad politician will opt for policy x (manifested as a reduction in
7v), enhances the informativeness of observing policy x: specifically, Iz (z) rises. This
development diminishes the disposition of the good bureaucrat to contest policy = when
the realized state is y, due to a heightened presumption that the politician’s type is good.
Furthermore, a lower probability of state x (p) increases the bureaucrat’s motivation to
oppose an incorrect policy in the first period. This is firstly because the scenario likely
to present challenges tomorrow becomes less probable. Secondly, a reduced p implies an
increased 7, which subsequently lowers the bureaucrat’s posterior belief that the politician
is good, IIg(x). The influence of the bureaucrat’s ability to affect policy (\) on their
willingness to challenge an erroneous policy is ambiguous. On the one hand, a higher
A enhances their capability to amend a policy mismatch in the future, encouraging a
proactive stance in challenging inaccuracies immediately. On the other hand, a higher A
implies a reduced v and, consequently, an increased Il (z). As a result, observing ¢7 =
is stronger evidence that the politician is good, decreasing the appeal of contesting their

proposal.

Bad bureaucrats are indifferent to the state of the world; their actions are solely
motivated by the pursuit of immediate rents (r¥) and the anticipation of future rents
(u2). Upon observing a proposal ¢’ = x, they try to turn it into y, thereby securing
today’s rents and ensuring the removal of a politician who is likely to be good. However,
the situation becomes more complex when politicians propose g7’ = y. Despite recognizing
that the incumbent politician is surely bad, and that their re-election would ensure future
rents for the bureaucrat, they do not necessarily confirm policy y. The rationale behind
this is that confirming policy y might lead to the displacement of the bad politician, paving
the way for a potentially good successor in the next term. Consequently, if period-1’s
rents are significantly higher compared to the anticipated future rents, the bad bureaucrat
opts to endorse policy y, prioritizing the immediate financial gain while remaining open

to the uncertainties of the future political landscape.

As the influence of bad bureaucrats increases (i.e., A increases), they become more
inclined to endorse proposals ¢ =y (i.e., £ decreases), which leads to the removal of the
incumbent politician. Despite the possibility of a good politician assuming office in the
subsequent term, these bad bureaucrats are confident in their ability to influence policy
changes as necessary. Additionally, the likelihood of a bad bureaucrat confirming policy

y decreases with an increase in the probability of electing a good politician in the next
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term or an increase in the probability that the forthcoming state will be x. The rationale
behind this behavior is twofold: firstly, the prospect of securing future rents diminishes
with the higher likelihood of a good politician’s election, following the removal of the
current bad one; secondly, the chance of extracting rents in the second period decreases
with the likelihood of state x occurring, which poses challenges from the perspective of

the bad bureaucrat, further discourages the confirmation of policy .

In PECB, it is crucial that the upper bound in the support of the bad bureaucrat’s
rent distribution function is sufficiently large, as stipulated by the first part of the fourth
condition in Proposition 1. Absence of this requirement would result in a scenario where
the bad bureaucrat deems it non-beneficial to contest a policy proposal ¢f’ = z when
the state of the world is y, culminating in a situation where £ = 1. Such an outcome is
incompatible with the established framework of our PECB. Furthermore, the essential
condition that ¢ < =2

A(1-B)
bad bureaucrat’s rents (F2), as delineated in the latter portion of the fourth condition in

imposes a specific limitation on the distribution function of the

Proposition 1.

3.4 Pandering equilibrium with pandering bureaucracy

The discussion of PECB highlights how the bureaucrats’ behavior is sustained by sufficiently
high relative mismatch costs, A. This observation is relevant for the “good” type of
bureaucrat, who has preferences over policies aligned with the voters” and, in addition, is
not motivated by re-election concerns. If the mismatch costs in state x are relatively high
compared to those in state y, the equilibrium behaviour of the good bureaucrat changes
with respect to that prescribed by PECB. Specifically, in the first period and given a
sufficiently low A, they are willing to support policy proposals ¢f’ = x even when the state
of the world is y. In this case, good bureaucrats are concerned about a bad politician
holding office in the second period, especially if the state of the world will be z. A policy
proposal ¢f’ = x signals that the incumbent politician is more likely to be a good than
bad. Consequently, the bureaucrat would rather confirm such a proposal regardless of the

state of the world, in the hope of minimizing mismatch costs in period-2.

Building on the previous observation, this section analyzes a scenario where, in the
first period, the good bureaucrat supports the politician’s policy proposal ¢f’ = x even if

the initial state of the world is s; = y.

Definition 3. A pandering equilibrium with pandering bureaucracy (PEPB) is a PE where

o« when politicians propose qF = vy, good bureaucrats propose qF = s, for every

s1 € {x,y}. When politicians propose q' = wx, good bureaucrats always propose
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qP = x regardless of the state of the world. That is,

¢ (0% =g.si,rf 0l =) = for s € {x,y}.

e the bad policy-makers’ strategies are the same as in Definition 2.

We can recalculate the probabilities from the voters’ viewpoint as follows.”
Xy =pA+(1=N),

Yy =B(1—pA) + (1-B) (1 - &N,

In PEPB, Xy equals Xp(s1) for every s; € {x,y} because the good bureaucrat’s best

reply to ¢I’ = x is the same regardless of the state.!”

The voters’ beliefs are consistent with the strategies outlined in PEPB if and only if
Iy (z) > m > Iy (y), which holds true when Xy > 1 —Yj,. Compared to PECB, PEPB
applies a less stringent condition on the ex-ante likelihood that bad bureaucrats attempt
converting a proposal ¢gf’ = y into policy p; = x. This softening occurs because, in PEPB,
a good bureaucrat supports policy proposals ¢’ = z under any circumstance, making
policy = a stronger indicator of the politicians’ type, as such proposals are more often

made by good politicians. The condition for consistent beliefs is given by Observation 2.

Observation 2. FExistence of a PEPB requires & < /\(111’\5) + ﬂ((ll:ﬁp)).

The previous observation establishes a necessary but not sufficient condition. Incor-
porating the good politician’s equilibrium behavior in the analysis refines this condition,
making it as stringent as the one applicable in PECB. Moreover, like PECB, the existence
of PEPB depends on additional requirements on rents. The following proposition details

all the necessary and sufficient conditions for PEPB to exist, refining Observation 2.

Proposition 2. A PEPB exists if and only if

i) the politicians’ office rents are sufficiently high,

0F = v(y,y) —v(z,y) — op(1 —m)(1 = A) [v(z, 2) — v(y, )];
i) the relative mismatch costs are relatively low,

A < op(1 = A) (lp(z) —m));

9In their extended form, Xy = B+ (1 — B)(1 = A) and Yy = Blp(1 =) + (1 —p)] + (1 —
B)[€(L—N) +(1— )]

10Tn a PEPB, the probabilities from the politician’s viewpoint the same as in PECB, with the exception
of Xp(y), which in PEPB takes a larger value because the good bureaucrat accommodates pandering.
That is, Xp(y) =8+ (1 —B)(1 = N).
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i11) the mazimum of the support of the bad politician’s rent distribution function in

period 1 has to be relatively large,
OBpAus
1+ =p)

p OBPAL =Ny & ppe1, .y,
5(#2+E)_1_)\[1+5(1_ﬁ)]}—F1 (7);

Rf>max{5(u§+E)— X

i) the bad bureaucrat’s rent distribution function in period 1 is not excessively skewed

and it has a sufficiently large support,

A

REB > 6mp(1 — N b and _

> FP (omp(1 = M) 2 ¢

The proof of Proposition 2 is in the Appendix, and it follows analogous steps to
the proof of Proposition 1. The key condition for the existence of PEPB is the second
one in Proposition 2, which requires the relative mismatch costs to be sufficiently low.!!
As mentioned before, such a condition is not satisfied under approximately symmetric
mismatch costs, that is, when A ~ 1. More generally, it is not satisfied when the mismatch
costs in state y are sufficiently larger than those in state x. In equilibrium, the good
bureaucrat can accommodate political pandering only if avoiding future mismatches when

the state is z is sufficiently profitable.

The third condition in Proposition 2 establishes that the support of the bad politician’s
period-1 rent distribution should be relatively large. In particular, it should be greater
than the maximum between two expressions that contain the expected future rents, ut .
Which of the two expression is greater depends only on whether £ is greater than %
If € is larger, then the first expression is greater than the second; otherwise, the second
expression is greater. Importantly, the second expression is identical to the one outlined
in the third condition of Proposition 1. As a result, the lowest R supporting PEPB is
at least as large as the one supporting PECB.!? This stronger requirement on the rents’
support is a consequence of the good bureaucrats’ different equilibrium behavior. In
PEPB, they endorse g7 = 2 even when the state of the world is s; = y. This equilibrium
strategy provides relatively stronger incentives for the bad politician to propose ¢ = x in
the first period. As a result, the bad politician must obtain higher rents in PEPB than in
PECB to propose ¢ = y.

"This condition is the natural complement of condition i) in Proposition 1.
12A sufficiently high RI ensures that bad politicians do not always propose ¢/ = x, thus rendering the
equilibrium uninformative.
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4 Bureaucracy benchmarks

In the equilibria we analyze, the bureaucracy has the power to contest the politicians’
proposals, though its authority is not unlimited. If the bureaucracy were entirely powerless,
or toothless, we would have A = 0, effectively mirroring a traditional pandering model
without any bureaucratic influence. In such a scenario, bureaucrats’ decisions are irrelevant,
and voters are aware that politicians’ choices directly dictate the implemented policy,

leading to Xy = Yy = 1. Consequently, the voters’ posterior beliefs are

™

v (z) = T+ (1—m)y

The implemented policy, p;, constitutes an informative signal that politicians are good
(i.e., Iy (x) > m) as long as the bad politician has sufficiently strong incentives to choose
q = y in the first period (i.e., ¥ < 1). The good politician’s incentive to choose x when
the state of the world is x does not change in this equilibrium benchmark. By contrast,

when the state of the world is y, the good politician chooses z as long as:

5E > v(y,y) — vla,y) — p(L — ) [v(z,2) — v(y, ).

This condition is the same as the first one in Proposition 1 and 2 for A = 0. Ceteris
paribus, the condition is less stringent when A = 0. A good politician knows that, if they
are re-elected, a good state-policy match is guaranteed in the next term. They are not

concerned that a potentially bad bureaucrat might disrupt their future actions.

Within this benchmark, the necessary condition on the bad politician’s rents is
RY > 6(uf + E).

The above is a more demanding condition compared to the analogous requirement for
the existence of PECB and PEPB. When bureaucracy is toothless, bad politicians do not
have to worry about the next period’s state being x and bureaucrat being good. They
know that, in the next period, they will be able to enforce whatever policy they want.
Hence, they only need to assess how period-1 rents compare with period-2’s expected ones.
Since future rents are comparatively more valuable, bad politicians require higher rents in

period-1 to give up re-election prospects.

While we can recover a pandering equilibrium when bureaucracy is toothless, the same
is not true if bureaucracy is all-powerful, i.e. when A = 1. In such a dictatorship of the
bureaucracy, the decisions of politicians become irrelevant and, consequently, so do those
of the voters. In this benchmark, the good bureaucrat matches the policy with the state

of the world, whereas the bad one always chooses y.
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We proceed by calculating and comparing the voter’s ex-ante utility in each of the
two benchmarks, that is, dictatorship of the bureaucracy and toothless bureaucracy. We
obtain that

EUY [s=0=[v(y,y) — v(z,y)] [(p — 1) (7 + (1 — 7)7)]
+ [v(z,z) —v(y, )] [p(r(1+0) + (1 —7) + 76 (1 — 7)(1 — )]
+o(y,y)(1+6)(1 — p) +v(y,z)p(1 +9),

EUY |xo1=[v(z, z) — v(y, 2)] Bp(1 + )
+u(y,y)(1+8)(1 = p) +v(y, z)p(1 +9),

and

AEUY := EUY |\2o—EU" |21

Using the expressions above, we can show that, unsurprisingly, when bureaucrats are
surely good (i.e., § — 1) it is better for the voter to be under the dictatorship of the
bureaucracy, while when bureaucrats are surely bad (i.e., 5 — 0), it is better for the
voter to have a toothless bureaucracy. Importantly, the difference in utility between the
two benchmarks, AEUY | is strictly decreasing in (. Therefore, there exists a unique
threshold on the probability of having a good bureaucrat, above which the voter would
prefer dictatorship of the bureaucracy and below which they would prefer to have toothless

bureaucracy. We show explicitly this threshold in the next section.

Furthermore, as the event in which the realized state is x becomes impossible (i.e.,
p — 0), the voter prefers a dictatorial bureaucracy to a toothless one: toothless bureaucracy
can lead to political pandering, which is harmful to the voter as the pandering state almost
never realizes. As the occurrence of state x becomes certain (i.e., p — 1), the outcome
is not as clear-cut. Under toothless bureaucracy, a bad politician may propose ¢@’ =y
in state x, and under dictatorship a bad bureaucrat that may generate a policy-state
mismatch. In this case, a sufficient condition for the voter to prefer a toothless than a
dictatorial bureaucracy is that good politicians are more likely than good bureaucrats

(i.e., m > (). The same condition ensures that AEUY strictly increases in p.

Finally, in the absence of good politicians (i.e., 7 — 0), the voter would naturally

prefer a dictatorship of the bureaucracy, as only in this case they could enjoy—ceteris
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paribus—a policy-sate match. By contrast, when all politicians are good (i.e., 7 — 1),
the outcome is again ambiguous. Pandering behavior and the potential presence of bad
bureaucrats imply that a policy-state mismatch remains possible also in this case. Voters
prefer a toothless than a dictatorial bureaucracy when the mismatch costs under state x

are relatively large compared to those under state y.

5 Bureaucratic influence and voter’s welfare

Due to the many parameters in our model, performing comparative statics is not a trivial
task, and the calculations are often intractable. In this section, we analyse how the
voter’s ex-ante equilibrium welfare varies with bureaucratic influence, represented by the
parameter A. Since the expression for the voter’s welfare is rather convoluted, we employ
numerical and graphical analyses. To do so, we first introduce some assumptions about
the model’s parameters. In the Appendix, we demonstrate that this choice of parameters
allows us to analyse the voter’s ex-ante welfare for all values of \. We perform this analysis

for multiple values of 3, mw, and p.
Assumptions. To perform comparative statics, we assume

« the rents obtained by bad policymakers for implementing y follow a uniform distri-
bution. That is,

F} ~U[0,2] for every t ={1,2} and j = {P, B};

e E=0=v(y,y) =1, and v(z,y) = v(y,z) = 0;
 to analyze PECB, we set v(z,x) = 1; to analyze PEPB, v(x, z) = 500.

Section 4 shows two important benchmarks, consisting in the cases where the bureau-
cracy is toothless (A = 0) and where it is dictatorial (A = 1). Under our assumptions, we
obtain that EUY|y—o= 1+ 7p and EUY|x_1= 2[1 — p(1 — B)]. Therefore, voters prefer

toothless to dictatorial bureaucracy provided that

57— (1 ;j’)) .5 @)

However, reality typically stands in between those two extremes, i.e., bureaucrats have
positive but limited influence over policymaking. It therefore becomes relevant to under-
stand what are the possible effects of increased bureaucratic interference. The following
analysis concerns the intermediate cases where A € (0,1). The Appendix contains multiple
figures showing how the voters’ ex-ante welfare is affected by bureaucratic interference for

(relatively) low, medium, and high levels of 3, 7w, and p.
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Figure 1: Effect of bureaucratic influence on voter welfare in a PECB. Bureaucratic
influence, represented by A, can have a non-monotonic effect on the voter’s welfare.
Depending on parameters, intermediate values of A can maximize or minimize welfare.

We begin by analysing PECB. The left-hand side panel of Figure 1 depicts the
case where 3 takes values around 5. When § = 3, voters are indifferent between full
bureaucratic and full political control over policymaking. The figure shows that, in these
cases, voter welfare is maximized for an intermediate level of bureaucratic interference.
This result highlights an inherent trade-off: higher bureaucratic influence mitigates the
detrimental effects of pandering, but at the same time it weakens accountability. The
right-hand side panel of Figure 1 shows that the effects of such a trade-off on the voters’
welfare can be non-trivial. In some cases, intermediate levels of bureaucratic interference

can yield local maxima and global minima in the voters’ welfare.

p=0.5,m1=09, v(ix,x)=1 B=0.5nm=0.1,v(x,x)=1
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Figure 2: Effect of bureaucratic influence on voter welfare in a PECB. Bureaucratic
influence can have a monotonic effect on the voter’s welfare. Intermediate values of A\ may
never maximize or minimize welfare, which can be always convex in .

Figure 2 tells different stories. The left-hand side panel displays situations where
increased bureaucratic influence has a monotonic effect — positive or negative — on the
voters’ welfare. The right-hand side panel shows situations where the welfare function is
always convex in A. Moreover, the right-hand side panel of Figure 1 and the left-hand side

panel of Figure 2 (in green) depict situations whereby the voters’ welfare is maximized
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under a dictatorial bureaucracy, even though bureaucrats are more or equally likely to
be corrupted than politicians. On the other hand, the right-hand side panel of Figure 2
shows a case where the voters” welfare is maximized under a toothless bureaucracy, even

though bureaucrats are less likely to be corrupted than politicians.

To analyse the PEPB, we need to change the relative mismatch costs, A. We do so by
setting v(x, ) = 500. The condition on A, ensuring we are analysing a PEPB, requires
A taking intermediate values. Figure 3 shows two qualitatively different cases. In the
left-hand side panel, increased bureaucratic influence always damages voters. The voter’s
welfare is maximized under full political control, where the equilibrium is a PECB. In the
right-hand side panel, the voters” welfare is convex in A and reaches a global minimum for

an intermediate value of bureaucratic influence, under which the equilibrium is a PEPB.
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Figure 3: Effect of bureaucratic influence on voter welfare in PECB and PEPB. The voter’s
equilibrium welfare is depicted in blue for those values of A under which the equilibrium
is a PEPB, and in red when the equilibrium is a PECB.

6 Conclusions

The influence of modern bureaucracies on policymaking is indisputable. However, the
nature of this impact—whether consistently positive or not—remains uncertain. Bureau-
crats, akin to politicians, may range from being corrupt or ineffectual to being upright
and effective. The complex interplay of incentives between politicians and bureaucrats can
diminish the effectiveness of elections as a means to hold politicians accountable. Yet, this
same interplay has the potential to yield policies that are optimally beneficial for society.
The inability to regulate bureaucrats through electoral means serves as a double-edged

sword, offering both challenges and advantages.

In our model, good politicians share the same preferences over policy as the voters.

13From equation (2), we can see that § > 7 provided that 7 < %, which is possible only if p > 3.
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However, electoral pressures compel them to engage in pandering—intentionally selecting
an inappropriate policy to secure re-election. Conversely, bad policymakers prioritize
obtaining benefits from enacting specific policies without regard to their suitability. Good
bureaucrats face the following dilemma: whether to tolerate an undesirable policy today
to increase the likelihood of a beneficial policy tomorrow or to advocate for a beneficial
one today at the risk of enabling an undesirable one tomorrow. Because of the politician’s
electoral motivations, the presence of two good policymakers who support the socially
optimal policy does not guarantee its consistent implementation across all periods and

states.

Our model categorizes policymakers as “bad” because they are influenced by external
entities: certain elites or interest groups offer incentives for selecting a specific policy under
all situations. This assumption reflects real-world dynamics. Nonetheless, the model’s
validity extends to scenarios where bad policymakers might benefit from uncertain gains
by implementing a specific policy, possibly through mechanisms like insider trading or
manipulation of state contract awards. The findings would still apply even if we dispensed
with rents for bad policymakers and instead portrayed them as purely ideological, adhering
to a one-size-fits-all approach to policy. Provided that these policymakers are assumed to
gain uncertain utility from enacting their preferred policy, voters would continue to favor

the flexible good politician over the inflexible bad one.

This paper contributes to the body of research on the influence of bureaucracy in
shaping policy and, indirectly, electoral results. Bureaucrats can either be perceived as,
for example, unelected interlopers or as protectors against populist tendencies. While
a competent and aligned bureaucracy is undoubtedly more desirable than a corrupt
or ineffective one, especially in opposing ineffectual politicians, our analysis indicates
that even such bureaucracies face the difficult choice of whether to oppose well-meaning

politicians.
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Appendix

Proofs

Proof of Proposition 1. We prove the proposition using a series of steps. We examine, in
order, the behaviours of the good bureaucrat, the bad bureaucrat, the good politician,

and the bad politician.

First, we calculate the good bureaucrat’s expected payoff in different scenarios. If a

good politician is re-elected, a good bureaucrat expects to get

8 [po(z, ) + (1= p)oly, y)] = Vi .

If a bad politician is re-elected, a good bureaucrat expects to get

0 [p (M(z, ) + (1= No(y, 2)) + (1 = p)o(y,y)] = 6V

However, recall that the bureaucrat does not know the politician’s type. If the politician
is removed in favour of the challenger (which, in a PECB, happens when p; = y), a good

bureaucrat expects to get

) {ﬂ/gg; +(1— W)I/'gb]ﬂ = V.

Step 1. Consider the case where g = g, s; = ¢f’ = x. Upon observing ¢’ = z in s; = =,
proposing ¢P = x (thereby confirming the politician proposal and inducing p; = x) grants

the bureaucrat an expected payoff of
v(z,z)+0 {HB(x)Vggg +(1— HB(:E))V;’Q .

Alternatively, the bureaucrat can contest the politician’s proposal by setting forth ¢Z = v,

obtaining
Moy, 2) + 0 (7VE + (1= m)VED) [+(1=) [o(,2) + 0 (Tp(@) Ve + (1 — () VE)]

Since v(x,x) > v(y,x), Hp(x) > 7, and vggé’ > VI, we obtain that in a PECB, a good

bureaucrat’s best reply to ¢f’ = s; = z is ¢ (g, z, 18, x) = .

Step 2. Consider the case where 0z = g, ¢ =y, and s; = z. Proposing ¢® = y yields
the bureaucrat a bad outcome today, but guarantees that the surely bad politician is

removed from office and replaced with a random challenger. The bureaucrat’s expected
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payoff from proposing ¢” = y in this case is
v(y,x) + 0 [ﬂ/g + (1 - W)Y/Q%D} =v(y,z) + V5.

Differently, proposing ¢” = x may yield to the bureaucrat a better outcome in period 1, at
the cost of potentially inducing the re-election of a surely bad politician. The bureaucrat’s

expected payoff from proposing qlB = x in this case is
A {v(x,x) + 5‘/;’5} +(1-2N) [v(y,x) +9 (W\/ggéa + (1 - w)‘@l’é’)] :

The bureaucrat’s expected payoff from proposing ¢ = x is higher than that from proposing

g =y if
v(x,z) = v(y,x) > or (VI = V) = om[p(1 = X) (v(z,z) — v(y, 2))],
which is always true as §, 7, p, A € (0,1). Therefore, in a PECB, a good bureaucrat’s best

reply to gf =y # s1 = is ¢F (g,2,0f,y) = 2.

Step 3. Consider the case where 0p = ¢, ¢’ = x, and s; = y. The good bureaucrat
prefers a realized policy p; = y in state y. Confirming ¢° = x yields the bureaucrat a bad
policy outcome in the first period. However, it also yields the re-election of a politician
that is more likely to be good than the challenger, as IIg(z) > 7. The bureaucrat’s

expected payoff from proposing ¢f = z is
v(@,y) + 0 [Mp(x) Vi + (1 - Tp(2)VE] -

Differently, proposing ¢ = y may give the bureaucrat a better policy outcome in the first
period at the cost of potentially replacing a good politician. The bureaucrat’s expected

payoff from proposing ¢ = y is
Moy, y) + 0 (xV + 1= o) VEE)|+1=N) [u(z,y) + 6 (Tp(2) Vi + (1 - Tp()ViE)] .
As a result, proposing ¢ = y is optimal for the bureaucrat if and only if:

v(y,y) + 0 (aVEE + (1= m)VEE) > v(z,y) + 6 (Mp(2) Vi + (1 — Hp(z)V2E) |
Rearranging, we obtain

v(y,y) — vlz,y) > 6(Ip(x) — ) [V — ViE] = 6([Tp(x) — m)p(1 = N[z, 2) — v(y, 2)).
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Since [Ig(x) > 7, and §, p, A\, lIg(z), 7 € (0,1), we have that §(Ilg(z) — m)p(l — \) €
(0,1). If the condition is not satisfied, then it is optimal for the bureaucrat to propose
qP (g, y,rB, a:) = x. Therefore, in a PECB, a good bureaucrat’s best reply to ¢f’ = z #
sp =1y is ¢P (g,y, rf,x) = y if and only if:

v(y,y) —v(z,y) 2 6(lp(z) — m)p(l — A)[v(z, z) — v(y, z)],
This condition can be re-written as:
A > Sp(1 — N)(Ip() — 7).

When A = 6p(1—A)(I1g(z) —7), then the good bureaucrat is basically indifferent between
proposing x and y. Here we assume that in this knife-edge case, the good bureaucrat

challenges x, proposing .

Step 4. Consider the case where g = g and ¢ = s; = y. Recall that, in a PECB,
II5(y) = 0. In this case, that the good bureaucrat chooses to confirm policy y follows
from the observation that, by proposing ¢° = z, the bureaucrat generates with positive
probability both a policy-state mismatch and the re-election of a surely bad politician.
By contrast, proposing ¢ = y surely leads to a good policy outcome and the replacement

of a bad politician. Thus, in a PECB, a good bureaucrat’s best reply to ¢F’ = s; = y is
af (g.y,78,y) = .

Step 4 completes the description of the good bureaucrat’s behaviour. Steps 5 and 6
describe the behaviour of the bad bureaucrat, but first, we calculate the bad bureaucrat’s
expected payoffs in different scenarios within our conjectured equilibrium. If a good

politician is re-elected, the bad bureaucrat expects to obtain:
5 |pAug + (1= p)ud| = ops [1 = p(1 = N)] = 6V,
If a bad politician is re-elected, the bad bureaucrat expects to obtain:
Spy =t 6Vyg

If the politician is removed and replaced with an unknown challenger, the bad bureaucrat

expects to get:

6 [mVily + (L= mVy| = 051 = mp(1 = N)] = V.
We can now proceed with checking the bad bureaucrats’ best replies.
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Step 5. Consider the case where fz = b and ¢’ = 2. The bureaucrat’s posterior about
the politician’s type being good is I1g(xz) > m. The bad bureaucrat’s expected utility

when proposing ¢ = x is:
5 {p(x) [pAud + (1= p)pf | + (1 = Tp(x)) pf } = o8 [1 = T () p(1 = N)].
On the other hand, their expected utility when proposing ¢f = y is:
A(rf +0ViR) + (1= Ndus’ [1 = Tp(a)p(1 = V)]

After some simplification, we see that when ¢ = x, the bad bureaucrat is better off when

proposing y rather than x when
i 2 0py' p(1 = A) (m — p(2)).

The right-hand side of this inequality is negative (since Ilg(x) > 7). As a result, the
above condition is always satisfied, implying that in a PECB the bad bureaucrat’s best

response to ¢f’ = w is always ¢ =y (for every s, € {z,y}).

Step 6. Consider the case where 0 = b and ¢’ = y. The bureaucrat’s posterior about
the politician’s type being good is IIz(y) = 0. The bad bureaucrat’s expected utility when
proposing ¢? = z is:

NVEE + (1= 2) (rf +0Vi3) -

The bad bureaucrat’s expected utility when proposing ¢ = y is:
7+ 0V

Therefore, in a PECB, and for every s; € {z,y}, the bad bureaucrat’s best response to

qf =y is ¢° = z if and only if:

rP < Smp(1— \)ud.

Since the left-hand side of the above inequality is stochastic, and its right-hand side is

not, the following observation is in order.

Observation 3. In our conjectured equilibrium, & = 1 unless the bad bureaucrats’ rents

upper bound satisfies
RP > 6np(1 — A\l

If the above condition is satisfied, then & < 1. However, we have an equilibrium restriction
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on this last parameter, which has to satisfy & < )\(1_ In our conjectured equilibrium, the

A
1-8)"
probability & is defined by:
&= FP (omp(1 = Npf).

This means that for our conjectured equilibrium to exist, the following two conditions
must hold:

R > 6np(1 = N b and

_ 1—A
Fo (A(l—ﬁ)) > omp(1 — Nz

where FlB’_l is the inverse of the distribution function FP.

The next steps deal with the politicians’ behaviour. Steps 7 and 8 describe the good
politician’ behaviour, and steps 9 and 10 the bad one’s. The good politician’s expected

payoff from re-election with a good bureaucrat is:
8 [po(x, ) + (1= p)o(y,y) + E] = 6V
The good P’s expected payoff from re-election with a bad bureaucrat is:
5 {p Doy, @) + (1= No(a, )] + (1= po(y, y) + E} = 6V2E.

Notice that V}F = Vgg]f — pA(v(z,x) —v(y,x)).

The good politician’s expected payoff from being replaced with an unknown challenger

and with a good bureaucrat is:

o{m [pv(z, ) + (1 = p)ov(y, y)]
+(1L=m) [p(\o(z,z) + (1= No(y, ) + (1 = p)o(y, y)]} = U

The above expression can be written as:
Ugp = plm + (1 = m)Au(z, ) + (1 = p)o(y,y) + (1 = m)(1 = A)pv(y, z).

The good politician’s expected payoff from being replaced with an unknown challenger

and with a bad bureaucrat is:

o{m[p(M(y, ) + (1 = Mo(z,2)) + (1 = p)o(y,y)]
+ (1 —m) [pv(y, 2) + (1 = p)o(y,y)]} = SULE.
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The above equation can be written as:

Ugp = mp(1 = N(z,x) + (1 = p)u(y, y) + p[(1 — ) + 7\]v(y, 2).

We can further notice that UE = Ugff — pAv(z,z) — v(y,x)]. Together with the

previous equivalence on V’s, we obtain the following:
B B
‘/ggP o ‘/gbg = Ug}gP - U;;IE = pA[U(SL’,%) o U(z/vx)]
This result will prove useful later in the proof. Further, notice that V;]glf > 1@”5, U, gg}f > U ;’E )

and V%5 > UZF.

Step 7. Suppose that 0 = g and s; = x. By selecting ¢’ = z, the good politician

obtains in expectation:
6] {v(m,x) + 5‘/9%?} +(1-0) [)\ (v(y,x) + 6U§f§) +(1=X) (v(x, T)+ 5‘/'9%)} .

By selecting ¢f’ = y, the good politician obtains:

BN v, 2) + 6V + (1= ) [v(y, 2) + oUZE] }
+ (1= B)E [N (v, 2) +6VIE) + (1= N (v(y, x) + 0ULE) |
+ (1= )1 =€) [o(y,2) + V7] .

Recall that v(z,x) > v(y,x), Vggf > Ugg}?, and V/F > Ugﬁ. After re-arranging and
simplifying, the first utility (¢’ = z) is always greater than the second (¢f’ = y) when:

(1=X) = (1= B)EN (v, ) — v(y, 7))
> (1= B)[er— (1= N6 (VIF = UIE) = B(1 = N6 (VIF - USF) .

Finally, by isolating &, we get the following inequality

o 1A () —oly.o) +8 [ (V- UE) + (1 - p) (Vg - UR)]
N )‘(1_6) [’U(ZL‘,JI) —U(y,l‘)]—f—(;(‘/jqbg—U;g) '

The second fraction of the right-hand side is equal to 1 if:
B B
Vie = Ujp =V — Ugp.

which, as we have already shown, it holds true. Therefore, the inequality simply boils

30



down to & < ﬁ, which we know is satisfied in our equilibrium by the conditions we

are imposing. Therefore, in a PECB, when the state is = the good politician prefers to

propose x.

Step 8. Suppose that 0¥ = g and s; = y. By selecting ¢’ = xz, the good politician

obtains in expectation,
B{N oy, y) + SUZE] + (1 = \) [o(,y) + V| }
+ (1= B){A vy, y) + 0ULE| + (1= ) [v(=,) +6V}F] }.

By selecting ¢’ = y, the good politician obtains in expectation:

Bu(y,y) +oUSp)
+ (1= B) [6A(wl,y) + 6VoE) + (1= N)(vly, y) + SUR)) + (1 = E)(v(y,y) + 6Usp)]

We have that the good politician prefers proposing x to y when:
64 {/\ {v(y,y) + 6Ugg]§} +(1-2N) [U(I,y) + 5‘/99]5”
+ (1= B {\oly,y) + 0ULE] + (1= X) [v(z,y) + 6V2F]} >

Bluly.y) +oUgp)
+ (1= B) [6A(wl,y) + 6VoE) + (1= N)(wly, y) + SULE)) + (1 = E)(v(y,y) + U]

Under the assumption that £ < ﬁ, this condition simplifies to:

0E > v(y,y) —v(w,y) = op(l = m)(1 = A) [u(z,2) —v(y,=)].

Therefore, in a PECB, the good politician’s optimal proposal in state s; = y is ¢f’ = x if
and only if office rents satisfy the above inequality. The right-hand side of the inequality

is of course non-negative if:
U(y7y) - U([E, y) - 6p(1 - W)(l - )‘) [U(J},ZE) - U(y,.l’)] >0
Rearranging, and using the definition of A the condition becomes:

A>5p(1—m)(1—N)

Recall that in our conjectured equilibrium, the following condition holds: A >
d (ITg(x) — m) p(1 — X). Notice that the former implies the latter, and that, under payoff
symmetry (A = 1), both are trivially satisfied.
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Lastly, we can rearrange the condition on office rents and express it in terms of A. We
obtain that, to have our conjectured pandering equilibrium, we need:
oF

A s o= w1,

Then for the conjectured equilibrium to exist we need that:

0F
v(z,z) —v(y, )

+op(1—m)(1 = A) > A>§(Ilg(x) —7) p(1 = N).
which trivially holds for £ > 0, and may even hold for some negative values of F.

We finally turn our attention to bad politicians. The re-election utility a bad politician

gets when there is a good bureaucrat is:
o[-0+ Q=N + (1= p)ud + B} =6 [(1— pA)pf + E] = oV,
The re-election utility a bad P gets when there is a bad bureaucrat is:
5 [1uf + B| = oV}E.

We further assume that the expected utility a bad politician gets when replaced is

normalized to zero (since a bad politician does not care about policy):

Uy = Upp = 0.

Step 9. Suppose 8 = b and s; = x. By proposing ¢I’ = x, the bad politician’s expected
payoff is
BV + (1= B) [rf + (1= N)oVF].

By proposing ¢’ = y, their expected payoff is:
BINVE + (1 =Nl + (1= B) {¢[MVEF + (1= M| + (1 —g)rf}

Therefore, the bad politician prefers to propose x in state x when the former payoff is at

1-X

Ni=6) this is the case

least as high as the latter. By isolating rents r{’, and invoking & <

when:
68pA(L — A) P
AL+ -p

rfS(S(ug—i—E)—

Rearranging, we find that the right-hand side of the inequality is strictly positive
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provided that
§<

11—\ +< B )(1—A)pu§
N1=6) \1=8) p+E °

>0

Since £ < ﬁ, the above inequality is automatically satisfied.

Therefore, in a PECB, the bad politician’s optimal proposal in state s; = z is ¢’ =z

if and only if
58pA(L — A) P
T- AL +e -

Moreover, the right-hand side of the above inequality is strictly positive.

'r’f §5(u§+E) —

Step 10. Suppose 0 = b and s; = y. Proposing z gives the bad politician (in

expectation):
BT+ (1= NV + (1= 8) [Mf + (1= NaVF]
Proposing y in state y gives the bad politician in expectation
Bri + (1= B){¢[MVEF + (1 =N + (1 = rf'} .

We obtain that in state y the bad politician prefers to propose x when, by isolating the

rents 71,
BL= NV + (1= B)[1 = AA+ VP = {1 = A1+ &(1 = B)]}ry

The above is exactly the same condition we have found in state x. Therefore, in a PECB,

the bad politician’s optimal proposal in state s; = y is ¢’ = x if and only if

6BpA(L — A) P

Similarly to the case of a bad bureaucrat, the following observation is in order.

Observation 4. For the conjectured equilibrium to exist, we need that

08pA(L — A) P
I+ -pt

Rf>5(u§—|—E>

If the condition did not hold, then the bad politician would always choose z, resulting
in v = 1 rendering the equilibrium uninformative because, in this case, we would have
Iy (x) =lp(z) = .
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Proof of Proposition 2. The proof of the existence of PEPB follows analogous steps to
that of PECB. As a matter of fact, Steps 1, 2, 4, 5, 6, 7 and 9 are the same. The Steps in
PEPB that differ from PECB are,

Step 3. (Instead of Step 3.) In PEPB, the pandering good bureaucrat confirms x, when

s =y and 0F = z if and only if,
A < dp(1 — N)(Tp(x) — ).

Therefore, it reverses the sign wrt. the condition in PECB. When A = §p(1—\)(Ilg(z)—7),

we assume the good bureaucrat proposes v.

Step 8. (Instead of Step 8.) Suppose that 6F = g and s; = y. By selecting ¢f’ = z, the

good politician obtains in expectation,

B oz, y) + 6V |+ (1= B) {A oy, y) + SULE] + (1= \) [v(z,y) + 0VEF ]}

The reason is that now the good bureaucrat panders, i.e., she confirms x. By selecting

q’ =y, the good politician obtains in expectation:

Bu(y,y) + UL)
+ (1= B) [ENw(x,y) + OVEE) + (1= N (0(y,y) + SULE)) + (1 = &) (v(y, ) + SULE)]

We have that the good politician prefers proposing = to y when:

B lote.y) + 0V |+ (1= B) { M oy v) + SUGE] + (1= V) [oy) + 6VE] | >
Bv(y,y) + 6UE)
+ (1= B) [E\w(x,y) + OVEE) + (1= N (v(y,y) + SULE)) + (1= &) (v(y, ) + SULE)]

Under the assumption that £ < /\(11;_%), this condition simplifies to:

0E > v(y,y) —v(z,y) = p(1 —m)(1 = A) [v(z, z) —v(y, z)].

which is the same for PEPB and PECB.

Step 10°. (Instead of step 10.) Suppose 87 = b and s; = y. Proposing z gives the bad

politician (in expectation):
BOVE + (1= 8) [Mrf + (1 = NVF]
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Proposing y in state y gives the bad politician in expectation
pri’ + (1= /) {€ Vi + (1= N+ (-}

We obtain that in state y the bad politician prefers to propose x when, by isolating the

rents 71,
BO[(1 = pM )z + El+ (1= B)[L = ML+ o[y + E] > {1 = X[(1 = B)(L+ )]} i

Therefore, in a PEPB, the bad politician’s optimal proposal in state s; = y is ¢f’ = z if

and only if
_ 0fpA P
I A1+91-p"

Similarly to the case of a bad bureaucrat, the observation below follows.

r < 0(uy + E)

Observation 5. In the PEPB, there are two different conditions over RY in the form of
lower bounds. Therefore, the greater will be binding. As a result, for the bad politician to

choose x with probability v < 1, it must be that

58pA
L= A1+8(1-p)

Rf:>nmx{5(ﬂg4.g)_. 5 (uf + 5) - PP P}

R

]

Further on comparative statics

This section elaborates on the choice of parameters and conditions underpinning the

analysis conducted in Section 5. We begin by selecting the policymakers’ rents distribution.
Assumption. F} ~ U[0,2] for every t = {1,2} and j = {P, B}.

From the above assumption, it follows that ] = 1 for every t = {1,2} and j = {P, B}.
Recall that, in both PECB and PEPB, the score ¢ is defined by & := F}P ((577,0(1 — )\),uf).

Under our assumptions on the rents’ distribution, we obtain'4

_ dmp(l — )

: 2

€ [0,1/2].

In equilibrium, we need to satisfy £ < ﬁ By substituting for £ and rearranging, the

condition becomes dTpA(1 — 5) < 2, which is always satisfied for every parameter choice.

14Qur distributional assumptions accommodate for the possibility that more influential bureaucrats
(i.e., with higher A) can receive higher rents. For example, the probability £ remains the same even if

FP ~U[0,2(1 4 kN)] for t € {1,2} and some k > 0. In this case, uf =1+ k), and £ = w.
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In PECB, the score v is defined as v := F¥ (5(#5 +FE)— %uf). By substi-

tuting for £ and implementing our distributional assumptions, we obtain'®
. 8 BpA(l — A)
v = min 1, max 0,5 1+ FE— . (3)

dmp(1-N)(1-5)
1—A [1 + pf}
To ensure that v < 1, we need a condition on office rents E. Such a condition is*

6

BpA(L = )
E<(5_1>+1—A[1p+w1;><16>}' (4)

In PEPB, the score 7 is defined differently than in PECB. However, condition i)
in Proposition 2 shows that the two definitions coincide, provided that & < % By
contrast, the score ¢ remains the same in both equilibria types. As a result, we have that
&= w < % is always satisfied. Given our distributional assumptions, the condition
on office rents (4) must hold in PEPB as well.

At the same time, condition 7) in Propositions 1 and 2 tells us that office rents must

be sufficiently high. Specifically,

E><u(y,y) —v(r,y) = op(l = m)(1 = A) (v(z,2) = v(y, 2))], (5)

SIS

To proceed with the analysis, we first need to set our parameters and check that all

conditions are satisfied.
Assumption. We set 6 = v(y,y) =1, v(z,y) = v(y,z) =0, and v(z,x) =k > 1.

Given our parameters of choice, the two conditions over the office rents are
E>1—p(1—=m)(1—=MNk=:g(N),

BpA(L = A)
1— M1+ W)

The functions g(\) and f()\) are strictly increasing in A and such that g(1) = f(0) = 1.17

By selecting E = 1, we can perform our numerical comparative statics exercise for every

E<1+ = f(\).

A € [0,1) because g(A) < E =1 < f(\). In addition, the voter’s welfare is continuous in

15The score v is not defined for A = 1. In this extreme case, the politician’s choice is irrelevant. However,

we obtain 5 28
li =—|1+F— ———|.
P T il R o e

6When « = 1, both types of politician always propose ¢/ = x. As a result, policy p; = z cannot
convey information about the politician’s type, violating the condition Iy (z) # 7.

17Specifically, d?j(/\)‘) =p(1 —m)k >0 and df;;‘) = (2_(1f€3’;ﬂp)\)2 > 0.
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A for all X € [0, 1], with no discontinuities at A = 0 or A = 1. Therefore, we can perform

comparative statics for the full range of A € [0, 1].
Assumption. We set £ = 1.

To study a PECB, we set v(z,z) = 1 to ensure that condition ) in Proposition 1 is
always satisfied for every value of A. By contrast, more care is needed when studying a

PEPB. Proposition 2 tells us that a necessary condition for the existence of a PEPB is

A <dp(1-N) [”fjg(?f;)j )] (6)

Since the right-hand side of the inequality is less than one, we need to set v(z,z) such
that A is also less than one. We choose v(z, z) = 500.

Assumption. We set v(z,z) = 1 to analyse PECB, and v(z,z) = 500 to analyse PEPB.

Condition (6) is violated for certain values of A. As A — 1, the right-hand side of
the inequality shrinks to zero, violating the necessary condition to be in a PEPB. The
same happens as 7 — 1. From (3), we can see that, under our choice of parameters,
limy_,0y = 1. As a result, condition (6) does not hold for relatively high and relatively
low values of X. Differently, it holds for all intermediate values of A\.'® Our comparative

statics exercise takes into account that, for extreme values of A\, the equilibrium we are
analysing is a PECB and not a PEPB.

The following graphs plot the voter’s ex-ante welfare in a PECB as a function of A

and for relatively low, intermediate, and high values of 7, £, and p.

18The function §p(1 — \) [%] — A is concave in A. Therefore, it may give us two thresholds

for X in [0,1]. An equilibrium is a PEPB only for values of A between those two thresholds, if any.
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Figure 4: The voter’s expected welfare in a PECB as a function of bureaucratic influence

and for different parameters’ combination.
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