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Overconfidence in Political Behavior (Ortoleva & Snowberg 2015)

. Make political behavior and institutions talk to each other

. Narrowly: the implications of overconfidence for political behavior

. Focus on ideological extremeness, party ID, voter turnout

. Overconfidence is correlated with ideological extremism

. In survey data, as important for explaining extremism as
education, income, etc

. Overconfidence is also correlated with turnout, conditional on
ideology

. One standard deviation change in overconfidence correlated
with a 15–19% change in turnout probability



. Focus on beliefs and overconfidence (Alpert and Raiffa, 1969)

. Over-precision: one believes her information is better than it is

. Robust form of overconfidence (Healy and Moore, 2008)

. Micro-found in correlational neglect

. Citizens have experiences → signals of state of the world

. Usually correlated (for example: geographically, socially,..)

. However: citizens underestimate the correlation

. Correlational Neglect (Eyster and Weizsäcker 2010)

. And so: end up thinking that they know more than they do →
overprecision (overconfidence)



Model

. Infinite number of citizens

. One dimensional policy space / state variable x ∈ R

. Ideology = Beliefs + Preferences

. Utility: U(a) = −(a− x − p)2

. Prior beliefs the same for all individuals: x ∼ N [0, τ]



. Experiences eit = x + ε it , t ∈ {1, . . . , ni}, are signals about the
state with
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but citizen i believes
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. Assume ρi < ρ: Correlational neglect. Use Bayes’ Rule to update



. After ni signals (experiences) citizen i has a posterior with
precision κi

. However, if i were properly calibrated about correlation he would
have posterior precision κ

The confidence of citizen i is given by κi .

We say that a citizen i is overconfident if κi > κ.

Given two citizens i and j , we say that i is more overconfident
than j if κi > κj .



. Given experience, each person will have a mean posterior belief
Ei [x ]: call this ideology

. Ei [x ] < 0 → liberal, Ei [x ] > 0 → conservative

. 0 ≤ Ei [x ] < Ej [x ] or Ej [x ] < Ei [x ] ≤ 0, j is more
ideologically extreme than i

Proposition Overconfidence increases with the number of
experiences (signals) n

E[Ii |n] increases in n iff x > 0, and decreases in n iff x < 0

If ρ is large enough, Var[Ii |n] increases in n

. Note that last part is not possible under ”fully Bayesian” models



Proposition Overconfidence and ideological extremeness are
positively correlated. This is true conditional on n, and
independent of n if ρ is large enough

. Experience e = x + ε with ε ∼ N [0, 1]

. Individual i believes error is distributed ε ∼ N [0, κi ]

. κi : confidence, κi > 1: overconfidence

. Interpretation: over-generalizing from one’s own experience

Proposition If x > 0 overconfidence and ideology are positively
correlated, both independent of, and conditional on, n



Proposition If x > 0 then

Cov[E , κi |Ii ≤ 0] < Cov[E , κi |Ii ≥ 0]

both independent of, and conditional on, n

Proposition If x > 0 and ρ is large enough then

Cov[E , ni |Ii ≤ 0] < Cov[E , ni |Ii ≥ 0].



Correlation Neglect and Voting (Levy and Razin 2015)

. How do voters process information?

. How do (small) voters filter (big) data?

. When faced with many informative signals, people might fail to
take into account that these might be correlated

. Metro, City am, Evening standard

. Talking with friends or colleagues failing to appreciate that they
read same articles



Normative Results

. Correlation neglect can improve welfare

. The probability that the correct policy is chosen, is higher in an
electorate of voters with correlation neglect compared with an
electorate of rational voters

. Rational voters vote more ideologically

. Behavioural voters more informatively

Policy polarisation

. Beliefs? More polarised/greater variance

. Polarisation? platform polarization may actually be smaller

. “Voter Sophistication:” M-shaped



Model

. Two platforms x and −x , |x | ≤ 1.

. State of the world ω ∈ {−1, 1}, equal prior

. Voters vi distributed according to f (vi ),
symmetrically around the median 0 on [−1, 1]

. Each i receives a signal s0i ∈ {−1, 1} with accuracy
qi ≥ 1

2 ,Pr
(
s0i = ω|ω

)
= qi = q

. Each receives an additional signal si

. With probability ρ (vi ), si = s0i .

. With probability 1− ρ (vi ) , si = s1i ∈ {−1, 1} with accuracy
qi = q



. Symmetry: ρ (vi ) = ρ (−vi )

. A rational voter recognizes a repeated signal

. A behavioural voter thinks that si = s1i : higher variance of beliefs

. Probabilistic voting:

. Let Vx denote the vote share for platform x

. x wins if Vx > V−x + ζ, where ζ is a shock to the vote share,
distributed uniformly on [−1, 1]

. Conditional on Vx , platform x wins with

G (Vx ) = Pr (ζ < 2Vx − 1) = Vx



. Let y be the outcome of the election

. Let yi be the policy that the voter votes for

. Let U (vi ,ω, z) = − (ω + vi − z)2

. Voters Utility: αU (vi ,ω, y) + U (vi ,ω, yi )

Proposition The vote share for the correct policy is higher in a
society composed of voters with correlation neglect, compared with
a society composed of rational voters



Proposition There exists α′ such that for all α ≥ α′ an electorate
of voters with correlation neglect has a higher ex ante average
utility

Proposition If the level of correlation in society increases (i.e.,
ρ (v) increases for all v), then α′ is smaller

Proposition There exists a large enough α′, such that for all
α ≥ α′, the optimal level of polarization x is larger for an
electorate of voters with correlation neglect compared with an
electorate of rational voters



Endogenous platform choice

. Ideological candidates, r and l

. Single peaked utilities (do not depend on ω)

. Ideal points at 1 and -1

. Choose platforms xr > 0 and xl < 0

. Voters are distributed uniformly on [−1, 1]



Proposition If ρ (v1) > ρ (v2), then for any equilibrium in the
model with rational voters, there is an equilibrium with more
polarization in the model with behavioural voters

Proposition If ρ (v1) < ρ (v2), then for any equilibrium in the
model with behavioural voters, there is an equilibrium with more
polarization in the model with rational voters



Misspecified Politics and the Recurrence of Populism
(Levy, Razin and Young 2022)

. Consider political competition between groups that share the
same interests and preferences over common outcomes, observe
the same information

. But differ in their world view

. Specifically: Complex versus simple world view

. Will political competition diminish such simplistic world views?

. More generally, will the correct world view manage to diminish
the incorrect ones?



Model

. Two (equal-sized) groups, continuum of voters in each group

. Both groups have U (yt) = yt

. yt = β∗xt + εt

. x is a vector of policies, ε i.i.d standard normally distributed noise

. Groups differ in the number of policies they believe to be relevant

. Group that has higher intensity to win, wins the election at time t

. It then chooses (myopically) the policies xt (s.t. resource
constraint)

. Following the observation of yt , all learn via the prism of their
model (OLS) and so on...



. C has the correctly specified model

y = β1x1 + β2x2 + · · ·+ βkxk + βk+1xk+1 + . . . βnxn + ε

. S group has a misspecified model

y = β1x1 + β2x2 + · · ·+ βkxk + ε

. In the paper: more general, each group can place weight on
additional irrelevant policies.

. They all learn about the βs



U(yt) = yt ,
n

∑
i=1

x2i ,t ≤ R

. At any period t, given mean beliefs β, maximize

y + λ

(
R −

n

∑
i=1

x2i

)

. With the solution

x =
β

2λ
,λ =

1

2

√
β′β

R
=⇒ x (β) =

β
√
R√

β′β
,

E (y) =
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√
R√

β′β
=
√

β′β
√
R



. Assume: the group with the higher intensity to win, wins

I S = yS
(
x
(

βS
)
, βS

)
− yS

(
x
(

βC
)
, βS

)
IC = yC

(
x
(

βC
)
, βC

)
− yC

(
x
(

βS
)
, βC

)
. y (x , β)− y (x + δ, β) = −δ′β

. As both x and x + d satisfy the resource constraint, we get

y (x , β)− y (x + δ, β) =

√
β′β

R

δ′δ

2

. Group that has higher β′β has higher intensity of preferences



. At any period t, the winning candidate implements her (myopic)
ideal policy, x

(
βS
t−1

)
or x

(
βC
t−1

)
. Following observed yt , C and S learn using OLS

. If βs ′
t βs

t > βc ′
t βc

t , S is the winning candidate at period t + 1,
otherwise C is the winning candidate.

. Social learning by individuals, each with a different (potentially
misspecified) model

. Who takes an action, and which action she takes, is determined
endogenously given current beliefs

. The environment of models matters

. A non i.i.d. process



A Simple Model

. Suppose that S only considers one policy variable:

y = β1x1 + ε

. Suppose that C knows the true parameters, β∗. Assume for
simplicity:

y = β∗
1x1 + β∗

2x2 + ε

. Fix R = 1



. Suppose by contradiction that S is always in power

. S has the true model in this case!

. Then S must learn β∗
1

. But (β∗
1)

2 < (β∗
1)

2 + (β∗
2)

2 which is the intensity of C

. And so the intensity of C must be higher: a contradiction



. Suppose by contradiction that C is always in power

. The belief of S must satisfy

βS
1 − β∗

1 + β∗
2

xC2
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1 + β∗
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2

β∗
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. But then the intensity of S is higher: a contradiction√(
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1

)2
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1x
S
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C
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2x
C
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√
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The General Model: Cycles of Populism

. If one group is in power in equilibrium, mean beliefs of both
groups have to be correct

. Suppose group j ∈ {S ,C} is in power permanently. Then

x ′j βj = x ′j β
∗ = x ′j βi√

β′
jβj

√
R = x ′j βj = x ′j βi < x ′i βi =

√
β′
i βi

√
R =⇒

E (yj ) =
√

β′
jβj <

√
β′
i βi = E (yi )



Steady States

. S converges to a unique belief βS
1 ad a probability of being in

power γ, so that

. Equal intensity (
βS
1

)2
= (β∗

1)
2 + (β∗

2)
2

. OLS Beliefs
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x ′1x2
x ′1x1

β∗
2 = β∗

1 +
(1− γ) β∗

1β∗
2

(β∗
1)

2 + γ (β∗
2)

2
β∗
2

Implying that
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The General Model

. C ′s belief are such that they understand the average output of
each regime

. Cycles: Equal intensity

. Simplicity implies extremism: S’s beliefs and policies are colinear
with C’s on the dimensions they agree on



The General Model: Colinearity

In the limit

. Equal intensity

βS ′βS = βC ′βC

. Co-linear beliefs
(a > 1) :

βS
1 = aβi

for all i in{1, . . . , k}

. These extreme beliefs arise as a wrong interpretation of the
policies implemented by C

. OLS beliefs as a function of the power sharing probability γ



. OLS implies that beliefs minimize the weighted average of
mistakes S makes across the two regimes.

. If there is no collinearity, there is sufficient variation, and so S ’s
belief can correctly guess the average output that C produces:

βSxC = β∗xC

. But as C has the correct model:

βCxC = β∗xC

implying that S ’s intensity is higher:√
βS ′βS

√
R = βSxS > βSxC = βCxC =

√
βC ′βC

√
R

. On the other hand, if beliefs/policies are collinear, then the OLS
beliefs of S will “average” the observations under the two regimes.



. Mis-identification implies multiplicity of steady states: βx = β∗x

. But even with unique steady state, it is difficult to ensure stability
in a multidimensional policy space with continuous actions.

. Solution: Add noise in policies.

yt = β∗ (xt + nt) + εt

. The components of n are i.i.d. with zero mean and a diagonal
covariance matrix, and are independent of both x and ε.



Let

a∗ =

√
β∗′β∗

β∗′
s β∗

s

> 1

Theorem: For small enough σ2
n , the polity converges a.s. to a

unique equilibrium in which:

• Political cycles: γt
a.s.−→ γ = 1−aσ2

n
1+a∗ , 0 < γ < 1

• βct
a.s.−→ β∗

• Collinear and extreme beliefs for S : βst
a.s.−→ a∗β∗

s



Summary

. We have seen an overview of behavioral political economy.

. Overconfidence: one thinks her signal is more precise than it is.

. Overconfidence is correlated with ideological extermism
(Ortoleva & Snowberg, 2015).

. Correlation neglect can improve welfare (Levy & Razin, 2015).

. More polarized beliefs / Greater Variance.

. Misspecified beliefs yield cycles with populism (Levy, Razin &
Young, 2022).



Next lecture

. We will review models of cheap talk and political advice.

. Congress may benefit from committing not to amend a
committee’s bill proposal, and put it to vote against the status quo.

. Unless the status quo is in line with the committee’s bias, it
disciplines the committee’s proposal. (Gilligan and Krehbiel 1987).

. If an expert’s loyalty is uncertain, repeated information
transmission yields reputational concerns.

. Reputational concerns may lead to more disclosure but also to
“political correctness” and conformism (Morris 2001).

. When information is verifiable, beliefs divergent from the DM act
as incentives for information acquisition (Che and Kartik 2009).

. This incentive is reinforced by preference divergences, and
dominates information withholding unless beliefs diverge too much.


