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Abstract

Political decisions usually involve risks regarding potential outcomes. In an ideal
representative system, voters should therefore evaluate politicians not only accord-
ing to the policies they support, but also according to their inclination to take risks.
In this study, we examine whether risk preferences affect voting decisions in an
incentivized online experiment. Subjects assigned the role of politicians decide for
the voters how much to invest in a risky policy, whereas subjects assigned the role of
voters learn about the risk profiles of the politicians and decide whether to re-elect
the incumbent or to elect the challenger. The treatments vary the risk and poten-
tial reward of the policy politicians can implement as well as the information voters
receive about the consequences of a politician’s decision. We find that voters are
significantly more likely to elect politicians who propose policies that are in line
with the voters’ risk preferences and that politicians adapt to the assumed risk pref-
erences of the voters. If a voter learns that the politician’s decision led to a negative
outcome, despite a low probability of such an outcome, she is less likely to re-elect
this politician. Furthermore, the results suggest an incumbency advantage independ-
ent of institutional advantages.
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Introduction

As has been powerfully demonstrated during the recent crises, from the COVID-
19 pandemic to the war in Ukraine or the climate catastrophe, policy outcomes
are subject to a variety of factors that lie beyond the scope of influence and cogni-
tion of decision-makers. Policy outcomes are thus — at least from the viewpoint of
a politician — subject to chance. Therefore, at the decision-making stage, imple-
menting policies involve risks (Giddens, 1999; Mathijssen et al., 2008). Naturally,
some politicians are willing to take greater risks on behalf of their constituents to
obtain potentially higher returns while others try to avoid any potential negative
consequences as much as possible (Linde & Vis, 2017). The question is whether
voters take risk preferences into account when deciding whether to re-elect politi-
cians. If they do, do they prefer politicians who are risk-neutral, averse or affine
or do they want politicians to match their own risk preferences?

So far, evidence suggesting that risk preferences affect preferences over rep-
resentatives or policies is rare (Kratz, 2021). In fact, voters may be subject to
an “outcome bias” (Baron & Hershey, 1988), rewarding politicians for positive
outcomes and punishing them for negative outcomes, even if these consequences
were completely out of the incumbent’s control (e.g., Bagues & Esteve-Volart,
2016; Liberini et al., 2017). Albeit a useful heuristic at times, inferring the qual-
ity of a decision from the outcome can be utterly misleading if chance is involved.
Hence, the outcome bias can have adverse consequences to the delegation pro-
cess, potentially rendering voters’ risk preferences obsolete and incentivizing
inefficient policies in the short and long run.

In this study, we aim to provide causal evidence on the links between repre-
sentatives’ risk taking, voters’ risk preferences, political outcomes, and voting
behavior. With observational data, this would be a challenging task. Take, for
example, the risk NATO member states face to provoke a nuclear conflict with
Russia following military aid for Ukraine. More risk-averse voters may support
representatives who are against military aid, while more risk-affine voters may
support representatives who are in favor of more military aid. It is impossible
to determine the actual likelihood of a nuclear conflict conditional on different
levels of military aid. The perceived risks may be strongly influenced by ideo-
logical beliefs, individual risk preferences, and political framing (Giddens, 1999).
The expected gains from supporting Ukraine with military aid may vary as well
between individuals. This implies that the same policy is expected to be risk-neu-
tral for one voter and risk-affine or averse for another, since risk preferences are
measured as deviation from maximizing the expected utility. Hence, in the field,
it is difficult to develop a clean test of the causal influence of risk preferences on
the support for representatives.

We employ a novel incentivized online experiment to study this question. The
experimental design allows us to elicit risk preferences of subjects in the role of
voters and to assess the exact level of risk that subjects in the roles of incumbents
or challengers propose to implement over two terms. We examine whether (I) vot-
ers are more likely to vote for representatives who take the same level of risk as
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they would, (IT) voters’ electoral decisions are affected by the outcome of a previ-
ous decision even when they are clearly informed that this outcome is subject to
pure chance, and (III) whether incumbents have an advantage over the challenger
all other things being equal. Furthermore, we study the behavior of subjects in
the role of politicians. Since politicians are incentivized to get elected and must
anticipate the decisions of voters to maximize their chance of getting elected, we
can derive how politicians expect voters to decide in the different treatments.

Our main findings are threefold. First, we find a strong influence of voters’ risk
preferences on the election probability of politicians. In the experiment, voters are
significantly more likely to vote for the politician that proposes a policy that matches
their risk preferences and politicians implement a level of risk that they expect the
voters to prefer. Second, we find only qualified evidence for an outcome bias. While
bad outcomes do affect the re-election probability of incumbents negatively if they
have been unlikely, they do not if a negative outcome is more likely than a posi-
tive outcome. Positive outcomes never affect the re-election probability significantly,
neither when they have been likely or unlikely. Similarly, politicians do not adapt
their decisions, irrespective of whether voters learn the outcome before the election
or not. Third, everything else being equal, we find subjects are significantly more
likely to vote for incumbents than challengers despite any concrete institutional
advantages and challengers seem to anticipate their disadvantage.

The Influence of Risk Preferences on Political Preferences and Voting

How risk preferences affect voting behavior is not entirely clear. Based on more gen-
eral findings from the literature on political representation, we could assume that
voters do not only prefer representatives to match their policy preferences, but also
prefer politicians to match their risk preferences (Bowler, 2017; Carman, 2007).
However, this has not yet been tested directly. Previous research, which is summa-
rized below, has found that risk preferences correlate with political preferences and
may also affect voting behavior.

Risk Preferences and Political Preferences

One strand of research examines voting on referenda and assumes that retaining
the status quo is perceived as the safer option (Hobolt, 2009). These studies report
that risk-averse subjects were less likely to vote for Brexit in 2016 (Henderson
et al., 2017; Morisi, 2018), Scotland’s independence in 2014 (Lifieira & Henderson,
2021), Quebec’s sovereignty in 1995 (Nadeau et al., 1999), and are less likely to
support Catalan independence (Verge et al., 2015). Other studies try to assess the
risks associated with a specific issue and investigate whether risk preferences mod-
erate policy preferences. They find that risk preferences affect support for free trade
(Ehrlich & Maestas, 2010), increased welfare spending (Milita et al., 2020), military
interventions (Eckles & Schaffner, 2011), inclusive EU politics, and communization
of corporations (Kratz, 2021).
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Another line of research tries to connect the incumbency advantage (de la Cuesta
& Imai, 2016) to risk preferences. Studies have demonstrated that incumbent poli-
ticians have an advantage over challengers due to greater name recognition, extra
campaign resources, pork-barrel spending, or the deterrence of strong challengers
(e.g., Eggers, 2017). In addition, studies have shown that risk-averse individuals are
more likely to vote for incumbents than challengers (Eckles et al., 2014; Kam &
Simas, 2012; Morgenstern & Zechmeister, 2001) and incumbent parties than chal-
lenger parties (Martin, 2022; Steenbergen & Siczek, 2017). The assumed psycho-
logical mechanism behind this relationship is that voters perceive challengers as
the riskier option. Other psychological explanations encompass anchoring effects,
regret avoidance, and inertia (Polites & Karahanna, 2012; Samuelson & Zeckhauser,
1988). Hence, incumbents might have an advantage because they represents the
status quo (Morisi et al., 2022), but evidence does not substantiate this view when
other institutional advantages are controlled for (Brown, 2014).

The status quo bias and incumbency advantage have been found to be stronger
among conservative voters than among liberals (Morisi et al., 2021, 2022). Con-
servatism also correlates with a lower tolerance for uncertainty, ambiguity, threat,
and loss (Jost et al., 2003, 2017). However, risk perceptions of left and right-wing
voters depend critically on the political domain (Brandt et al., 2021; Choma et al.,
2013), which makes a generalization difficult. While conservatives perceive street
crime and terrorism as more dangerous, liberals consider risks associated with the
stock market, corporate misconduct, white collar crime or pollution as more severe
(Eadeh & Chang, 2020; Fiagbenu & Kessler, 2022; Kroska et al., 2019). The ambiv-
alence is also shown by supporters of right-wing populist parties who are willing
to take risks associated with voting for a (radical) challenger party, but less willing
to take risks associated with cultural and economic transformations in the wake of
globalization (Griindl & Aichholzer, 2020; Steenbergen & Siczek, 2017). In sum,
the literature illustrates that risk perceptions vary among voters and are linked to
ideological views, which makes it difficult to isolate the influence of risk preferences
on political preferences.

Past Outcomes and Voting

Another difficulty arises when risk and performance perceptions change over time.
The so-called outcome bias (Baron & Hershey, 1988), closely related to the better-
known hindsight bias (Roese & Vohs, 2012), suggests that voters tend to deduce
‘good’ decisions from ‘good’ outcomes and ‘bad’ decisions from ‘bad’ outcomes.
However, if the outcome of political decisions is subject to chance, it is possible
that a good (or bad) decision under a given set of information leads coincidentally,
that is, for reasons beyond the control of politicians, to a bad (or good) outcome.
In line with the assumed outcome bias, events supposedly irrelevant to the perfor-
mance of politicians, such as shark attacks, floods, droughts or the victory of the
favorite sports team, have been found to affect the performance evaluation of politi-
cians (Achen & Bartels, 2017; Busby et al., 2017; Healy & Malhotra, 2010). While
the robustness of these results are called into question (Fowler & Hall, 2018; Fowler
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& Montagnes, 2015; Miiller & Kneafsey, 2021), evidence does suggest that events
that strongly affect economic living conditions but can hardly be influenced by poli-
ticians have an effect on individual voting decisions (Bagues & Esteve-Volart, 2016;
Liberini et al., 2017).

Under fully controlled experimental conditions, Huber et al. (2012) find that sub-
jects are more likely to re-elect politicians immediately after a lottery win, even if
the outcome of the lottery is completely independent from the politician’s perfor-
mance. Woon (2012) shows that when the decision of a politician leads to a subopti-
mal outcome by chance, subjects mostly concentrate on the outcome, disregard other
cues about the politicians’ qualification, and often vote against their own interests.
Subjects also financially reward representatives more when the outcome of a lottery
is positive, even when the decision of the representative to invest in this lottery is
not in line with their initial risk preferences (Aimone & Pan, 2020; Konig-Kersting
et al., 2021). In sum, this indicates that voters’ risk preferences and representatives’
risk profiles are less relevant once the outcomes become evident to voters.

Evidence regarding representatives’ responses to a potential outcome bias is
inconclusive. The literature reports both risky and cautious shifts when people are
supposed to take risks on behalf of others (Batteux et al., 2019; Polman & Wau,
2020). Daruvala (2007) finds that representatives use a combination of their own
risk preferences and their expectations about the risk preferences of the target group.
Accountability mechanisms have also been found to affect risk behavior of subjects
in the role of representatives (Pollmann et al., 2014; Sheffer & Loewen, 2019), but
whether they try to account for a potential outcome bias among voters has not yet
been studied.

Hypotheses

Based on the previous literature, we expect that voters are generally more likely to
elect politicians with a risk profile close to their own risk preferences. Everything
else being equal, voters should be more likely to re-elect incumbents if they believe
that the incumbents’ decisions will be more in line with their own risk preferences
than the challengers’ decisions. Since accountability mechanisms like an election
amplify the weight put on the preferences of the voters compared to the own pref-
erences, politicians should align their decisions with the expected preferences of
voters.

H1-V The closer the voter’s risk preferences to the incumbent’s suggested policy
decisions as compared to the challenger’s, the higher the incumbent’s re-election
probability is.

H1-P The more risk-averse a politician expects voters to be, the more risk-averse
her suggested policy decisions are.

However, if the outcome of a previously implemented policy becomes apparent
before the next election, it may influence voters’ electoral decisions — even if the
outcome is subject to chance. In turn, politicians who expect that their re-election
chances may crucially depend on policy outcomes, maximize their chance to get
elected by implementing policies that are unlikely to produce negative outcomes
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independent of the magnitude of potential societal gains. Therefore, they should
be less likely to consider the risk preferences of voters.

H2-V The better the (apparent) outcomes from previous political decisions are
for the voters, the higher the re-election probability of the incumbent is.

H2-P If voters will learn the outcome of a policy before the next election, then
politicians are more likely to deviate from the expected risk preferences of voters.

Finally, the incumbency advantage suggests that voters are generally more
likely to vote for incumbents. This is attributed to institutional advantages, such
as greater name recognition, extra campaign resources, pork-barrel spending, or
psychological advantages, such as the risk and uncertainty associated with chal-
lengers. If we can control for institutional advantages and the riskiness of chal-
lengers, then any remaining incumbency advantage would speak for other psy-
chological reasons associated with the status-quo bias. Assuming that challengers
anticipate an incumbency advantage and their own disadvantage, they should then
be more likely to deviate from their expectations about voters’ risk preferences
than incumbents. In this case, challengers could try to get an edge over an incum-
bent by offering riskier policies if they perceive the median voter to prefer moder-
ate policies (and consequentially incumbents to offer them) and more moderate
policies if they perceive the median voter to be either risk-averse or risk-affine.

H3-V Voters are more likely to vote for the incumbent than for the challenger.

H3-P Challengers are more likely to deviate from the expected risk prefer-
ences of voters than incumbents.

In sum, this leaves us with three sets of hypotheses about the role of risk pref-
erences, the outcome bias, and the incumbency advantage. To test these hypoth-
eses, we have to assess the risk preferences of a voter, the level of risk associated
with an incumbent’s previously implemented and potential future policies, and
the level of risk associated with the political alternative, i.e. the policies sup-
ported by challengers. In the next section, we present an experimental design that
provides this information.

Experimental Design

To test our hypotheses, we developed an incentivized online experiment. Figure 1
gives an overview of the sequence of the experiment’s four parts. In the first two
parts, we elicit risk preferences of the participants. In the third part, subjects play
a principal-agent game in which the participants take on the role of politicians
— incumbent or challenger — and voters. The politicians suggest a ‘policy’ and
the voters must decide whether to re-elect the incumbent, whose suggested pol-
icy is implemented in the first term, for a second term or to elect the challenger
instead. In a 2 X 2-factorial between-subjects design, we systematically vary the
information available to the voters about the outcome of the first term as well as
the risk and reward probability of the policies. In the fourth part, we conduct a
short survey.
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Part 1 Part 2 Part 3 Part 4
(Individual) (Individual) (Groups of three: Incumbent, Challenger, Voter) (Individual)
One decision Decision Incumbent i__(;l;t_c(_)l;l_e_i Voter elects Outcome Short
for 2 terms each term decides ' term1 1| politician term 2 survey
I 1 — >
. ' { . 1 1 —
Challenger
suggests

Fig.1 Experimental setup of the online experiment with the dotted line indicating an exogenous treat-
ment vatiation and the grey background indicating that the outcome can vary which is endogenously
influenced by the politican’s decision

Elicitation of Individual Risk Preferences

In the first and second part of the experiment, we employ a risk allocation task
adapted from Gneezy and Potters (1997). In this task, subjects must decide how
strongly they want to pursue a ‘safe’ or a ‘risky’ policy. They must allocate 10 points
between a safe option that returns the allocated points with certainty and a risky
lottery that returns, with a predefined probability, a multiple of the allocated points
in case of an ‘upswing’ or loses the allocated points in case of a ‘downswing’. The
more points a participant earns during the tasks, the higher the payoff of the partici-
pant in the experiment is. Hence, subjects face a trade-off between a safe payoff and
a potentially higher payoff that involves the risk of ending up with a lower payoff.
We call subjects more risk-averse the more they allocate to the safe policy.

The potential return and the probability of the two outcomes vary between two
treatments. In the high risk-reward treatment, the probability of an upswing is 1/3
and the probability of a downswing is 2/3. The potential return of the risky policy
is 3.5, which means that all points allocated to the risky policy are multiplied by 3.5
in case of an upswing. In the low risk-reward treatment, the probabilities of upswing
and downswing are 2/3 and 1/3 and the return in case of an upswing is 1.75. Hence,
the chance of a downswing is lower, but the potential payoff is also lower in the
low risk-reward treatment in comparison to the high risk-reward treatment, so that
the expected return of the safe and risky policy is exactly equal between the two
treatments. Subjects either participate in the high or the low risk-reward treatment
and do not switch between the two treatments throughout the different parts of the
experiment.

In both parts, subjects make decisions for two consecutive rounds, which are
called terms. However, Part 1 and Part 2 differ with respect to the feasible action
set between the two terms. In Part 1, subjects take one allocation decision that takes
effect for two consecutive terms. In each term, an upswing or a downswing occurs
independently from the other outcome with the same probabilities. In Part 2, sub-
jects take three (potentially different) allocation decisions. First, they decide on an
allocation for the first term. For the second term, we employ the strategy method.
This means subjects decide on how much to allocate to the safe and risky policy
for two potential scenarios: They have to make an allocation decision in case an
upswing and in case a downswing occurs during the first term. Hence, Part 2 gives
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participants the option to react to the outcome of the first term and enables us to
measure whether subjects take different allocation decisions depending on a prior
outcome. The strategy method in Part 2 ensures that the outcome cannot influence
decisions in the following parts since we inform participants about the actual out-
comes of the lotteries of the first two parts only at the end of the entire experiment.

The expected return of the high and low risk-reward treatment is always 1 point
for each point allocated to the safe policy and 1.16 points for each point allocated to
the risky policy. Hence, a risk-neutral subject would allocate all 10 available points
to the risky policy. Therefore, the first two parts allow us to elicit how risk-averse
and consistent subjects decide in these situations.

Principal-Agent Risk Game

In the third and main part of the experiment, we randomly assign participants to the
roles of politicians - incumbent or challenger - and voter. Subjects are assigned to
groups of three: one voter, one incumbent, and one challenger. Both politicians must
decide how to allocate 10 points between the two policies on behalf of the voter for
two consecutive terms. Based on the allocation decisions, the voter decides whether
to re-elect the incumbent or to elect the challenger for the second term. Since there
is only one voter, the voter is always pivotal, which rules out any potential strategic
voting considerations.

Participants in the role of incumbent take an allocation decision on behalf of the
voter. The incumbent’s decision is implemented in the first term and, if re-elected,
the same decision is implemented in the second term. Participants in the role of the
challenger suggest an allocation decision for the second term. The politicians’ pay-
offs do not depend on the outcome of the lottery but on the decisions of the voters.
Depending on whether the incumbent is re-elected or the challenger is elected for the
second term, the respective elected politician earns 45 points and the other politician
earns none. Hence, politicians have a clear financial incentive to get (re-)elected.
Since there is no hidden information in this game, politicians possibly increase their
chance to get elected by implementing the voter’s preferred decision. Therefore, we
ask politicians which allocation they think the voter would want them to implement.
If their expectation is correct, they earn 5 additional points. This provides us with
incentivized information about their beliefs about the voter’s preferences.

The voter’s payoff depends on the decisive politician’s allocation decision and
the outcome of the lottery in each term. In the first term, the allocation decision
of the incumbent is implemented. For the second term, the voter has a choice.
After the first term, the voter is informed about the politicians’ decisions and can
decide whether to re-elect the incumbent or to elect the challenger for the second
term. Additionally, we ask the voters how much they want the politician to allocate
between the safe and risky policy before the voter learns about both politicians’ allo-
cation decisions. The election decision allows us to test our first set of hypotheses,
H1-V and H1-P. The closer the riskiness of the policy suggested by the incumbent
relative to the riskiness of the policy suggested by the challenger is, the higher we
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expect the probability that the incumbent is re-elected to be. We also expect that pol-
iticians adapt to the expected risk preferences of voters in this situation and decide
accordingly.

In our 2 X2 treatment design, we vary the immediacy of the outcome and the risk
and reward of the risky policy. In the LT (long-term) treatment, the allocation deci-
sion takes effect in the long run, and voters are informed about the outcome of the
first term’s lottery only after their voting decision. In the ST (short-term) treatment,
the allocation decision takes effect in the short run and voters are informed about
the outcome of the first term’s lottery before their voting decision. This implies that
in the LT treatment, the voting decision can be affected by the politicians’ alloca-
tion decisions but not by the outcome of the first term’s lottery, because it is still
unknown. In the ST treatment, the voting decision can be affected by the politicians’
allocation decisions and the outcome of the first term’s lottery. This enables us to
test hypotheses H2-V and H2-P. If voters are indeed subject to an outcome bias, the
outcome in the ST treatment should then affect the re-election rate of the incum-
bents accordingly. If politicians anticipate an outcome bias, then they should be less
likely to consider the expected risk preferences of voters.

The high and low risk-reward treatments, on the other hand, enable us to infer
whether knowing the probability of a positive outcome influences the outcome bias
and whether the upswing probability affects the allocation decisions of politicians
due to the anticipated outcome bias. The higher downswing probability in the high
risk-reward treatment might cause politicians to allocate more to the safe policy and
the higher upswing probability in the low risk-reward treatment might cause politi-
cians to allocate more to the risky policy despite the respective higher and lower
potential payoffs.

Finally, we can test the third set of hypotheses, H3-V and H3-P, by observing
the likelihood of re-electing the incumbent, especially when the two politicians sug-
gest the same policy in the LT treatment. Note that incumbents have no institutional
advantage and it is completely clear to the voters which politician supports the risk-
ier policy and, therefore, represents the riskier alternative.

Survey

In the final part, participants answer a short questionnaire on socio-economic char-
acteristics (age, gender, income, education, state of residence, immigration back-
ground, religion, and experience with experiments), political preferences (left-right
scale, interest in politics, trust in politicians, party preferences, preferences over rep-
resentation), and individual attitudes (risk preferences, positive and negative mind-
set, responsibility, reciprocity, general trust). Subjects earned 40 points for complet-
ing the survey as a participation fee.

Procedures

We conducted the online experiment using the software olree (Chen et al., 2016).
The data was collected via the platform Prolific. We invited subjects from Great
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Britain who were fluent in English and used a desktop computer or a tablet and
excluded subjects using mobile phone devices. Moreover, to exclude potential bots
and ensure that all participants properly read and understood the instructions, we
included four sets of control questions. Subjects had three tries to answer each set of
multiple-choice questions correctly and could re-read the instructions in case they
made a mistake. Screenshots of the experiment including the instructions and con-
trol questions are attached in the Supplementary Materials.

In sum, our dataset consists of 1059 participants: 507 subjects completed the
study between May and June 2021 and 552 completed it in December 2021. They
were between 18 and 78 years old, on average 37 years old, and 50.5% were female.
Participants took on average 20.5 min for the study and earned £5.30 on average
(£2.00-£10.23, 20 points equals 1 Pound). We obtained 116 groups in the ST/high
treatment, 115 groups in the ST/low treatment, 61 groups in the LT/high treatment,
and 61 groups in the LT/low treatment.

Results
Voters’ Behavior

The 353 individuals assigned the role of voters decide whether to re-elect incum-
bents for a second term or elect challengers instead. According to H1-V, voters
should be more likely to re-elect incumbents the closer their risk preferences match
the incumbents’ allocation decisions in comparison to the challengers’ allocation
decisions. To test this hypothesis, we calculated the relative distance between the
incumbents’ allocation decisions compared to the challengers’ proposal and the vot-
ers’ preferences.' The variable can take values between — 10 and 10, with 10 indicat-
ing that the incumbent’s decision was 10 points closer to the voter’s preference than
the challenger’s suggestion and — 10 indicating that the incumbent was 10 points
farther away.

Figure 2 displays the average re-election rate of incumbents depending on the
relative proximity to the voters. Voters re-elect incumbents in 84.8% of the cases
when the incumbents are closer but only in 24.1% of the cases when the challenger
is closer. Supporting H1-V, non-parametric tests clearly reject that these proportions
are equal to 50% (Proportion test, both p<.01). Apparently, voters elect the politi-
cian who wants to implement a policy that is close to their own risk preferences.

When the distance to the preference of the voter is equal for incumbent and chal-
lenger, the re-election rate of incumbents is 70.7%. This is also significantly higher
than 50% (Proportion test, p<.01). Hence, supporting H3-V, the non-parametric

! We use the voter’s preferences as specified by the voter in part 3 of the experiment. The results remain
robust if we take the risk preferences as elicited in part 1 or part 2 after an up- or downswing, respec-
tively. The decisions in part 1 and 2 are not significantly different from the preferences in part 3 (paired
Mann-Whitney tests, each p>.10). For more information, see Tables A6-A9 in the Supplementary Mate-
rials.
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Fig.2 Re-election probability of incumbents according to the relative proximity of the allocation deci-
sion to voters’ risk preferences. The dots indicate average re-election probabilities of incumbents, while
the line and the grey area indicate predicted probabilities and the 90% confidence interval based on the
logistic regression model I in Table 1

tests suggest that the status of the incumbent provides an advantage in the election.
Since incumbents have no institutional advantages and cannot be seen as the safer
option in this experiment, we infer that other drivers for the status-quo bias explain
this result such as framing, anchoring or inertia.

The second hypothesis, H2-V, stipulates that voters display an outcome bias. This
means that, all other things being equal, voters’ propensity to re-elect incumbents
should be affected by the payoff they receive in the first term if they are informed
about this payoff — although the payoff depends solely on chance. Voters’ payoffs
depend on incumbents’ allocation decisions and on whether an upswing or down-
swing occurs. After an upswing, payoffs are higher the more points incumbents allo-
cated to the risky policy and after a downswing, payoffs are higher the more points
incumbents allocated to the safe policy. Hence, according to the hypothesized out-
come bias, a larger investment in the risky policy relative to the challenger’s sug-
gested allocation should increase the incumbent’s chances for re-election when an
upswing occurs and the voter is informed about the outcome, while in the case of a
downswing, the effect should be in the opposite direction and voters should punish
incumbents for their risky decisions. However, comparing the payoffs of the first
term to the hypothetical payoffs of the challengers’ allocations indicate that the pay-
offs have no effect on the re-election probability of incumbents (Mann—Whitney test,
p>.10).

Alternatively, voters might use less demanding heuristics and only take the abso-
lute payoff of the first term into account, which depends on the event. Figure 3
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Fig.3 Re-election probability of incumbents across the treatments. Error bars show 90% confidence
intervals

provides an overview of the re-election rate of incumbents across the treatments. If
the outcome of the event biases voters, they should be more likely to re-elect incum-
bents in the short-term treatment after an upswing and be less likely to re-elect
incumbents after a downswing in comparison to the long-term treatment in which
the outcome of the first term is unknown. We find support for this relationship when
the outcome is negative and has been less likely than a positive outcome (low-risk
treatment).2 In such a case, voters are less likely to re-elect incumbents than after
an upswing in the low (Proportion test, p=.03) and high-risk treatment (Proportion
test, p=.08), an unknown outcome in the low- (Proportion test, p<.01) and high-
risk treatment (proportion tests, p<.01), or a downswing in the high-risk treatment
(Proportion test, p=.04). The remaining cases are all insignificantly different from
each other, and thus do not support H2-V. A potential interpretation of this finding
is that the outcome bias works through an emotional trigger, which is sufficiently
strong after an unexpected negative event and is otherwise too weak to affect the
decisions in the experiment. An unexpected negative event might also be perceived
as a loss, which could imply that loss aversion plays a role in explaining the outcome
bias. Moreover, when the outcome is unknown, participants are as likely to re-elect
the incumbent as when the outcome is known and positive. This might imply that
subjects hold optimistic expectations when they do not know the outcome.

In the following, we discuss the results of logistic regression models. The vot-
er’s decision to re-elect the incumbent or to elect the challenger for the second term
is our dependent variable. As independent variables, we control for the treatment
variables, the relative proximity of the incumbent’s decision to the risk preferences
of the voter (model I), the relative risk associated with the policy suggested by the

2 Please note that these differences are statistically significant despite the overlapping confidence inter-
vals of the mean re-election rates in Fig. 3.
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incumbent and the challenger (model III) and both latter variables (model V). Then,
we add the individual-level variables including sociodemographic information,
self-reported behavioral attitudes, and political preferences (models II, IV, and VI).
Additionally, we perform several robustness checks in which we control for interac-
tion effects and the absolute or relative payoff among the short-term treatments. We
report the robustness checks in Table A2-A4 in the Supplementary Materials.

Our main results summarized in Table 1 replicate the results of the non-paramet-
ric tests. The relative proximity between the risk the incumbent takes and the prefer-
ence of the voter has a strong and robust effect on the probability that the incumbent
is re-elected across all four models. This supports H1-V. Furthermore, a negative
outcome decreases the chance that the incumbent is re-elected. Note, however, that
the negative outcome (downswing) has no significantly different effect from the pos-
itive outcome (upswing) across any model (each Wald-test, p>.10). Overall, sup-
port for H2-V thus remains mixed. Moreover, voters generally show no preference
towards politicians who take more or less risk. If the incumbent and the challenger
suggest the same level of risk, voters are more likely to vote for the incumbent,
which speaks for an incumbency advantage and supports H3-V.

In addition, the robustness checks (Table A2 in the Supplementary Materials)
show that the relationship between the relative proximity and the re-election prob-
ability of the incumbent is weaker for subjects who believe that the government
should stick to its planned policies regardless of what most people think. Also, par-
ticipants who report to trust politicians more tend to vote more frequently for the
incumbent. These results suggest that participants apply their representation prefer-
ences to the incentivized delegation game, which speaks to the external validity of
the results.

Politicians’ Behavior

We collected data from 353 subjects in the role of incumbents and 353 in the role of
challengers. Overall, politicians allocate 4.55 points to the risky policy when they
decide in Part 1 for themselves and 4.31 points when they decide in Part 3 for the
voters. The difference is statistically significant (paired Wilcoxon-test, p=.01). This
means that politicians, whose aim it is to get elected, take a little less risk for others
on average than they do for themselves. Incumbents especially take less risks and do
so universally across all four treatments (paired Mann—Whitney tests, each p <.05),
while challengers take the same level of risk on average (paired Mann—Whitney
tests, each p>.10).

In HI-P, we hypothesize that politicians align their decisions to their beliefs
about voters’ risk preferences. Indeed, the correlation between politicians’ expecta-
tions and their choices is strong and highly significant (corr.: 0.67, p<.01), which
supports H1-P. Figure 4 shows the average risk politicians take dependent of their
expectation about voters’ preferences. We observe that subjects deviate slightly to
the middle of the feasible action set, which can be strategically reasonable if poli-
ticians are uncertain about the exact distribution of risk preferences. Interestingly,
politicians expect voters to prefer them to take less risks than the politicians have
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Fig.4 Average risk taken by politicians and predicted risk taken based on maximum likelihood estima-
tion in Table 1, model I

taken for themselves (Wilcoxon-test, p<.01), which explains why incumbents
take less risks as delegates than they take for themselves. This is a mispercep-
tion, however, because voters do not take different levels of risk than politicians in
Part 1 (Mann—Whitney-test, p>.10), nor do voters prefer their representatives to
take a different level of risk as the voters or politicians have taken for themselves
(Mann—Whitney-test, both p>.10).

According to H2-P, politicians should be more likely to deviate from the expected
risk preferences of voters, if voters will learn the outcome of the first term. On aver-
age politicians deviate by 1.15 points from their expectations. In the ST treatment
in which the outcome is known, politicians deviate 0.20 points further from the
expected preferences than in the LT treatment in which the outcome of the first term
is unknown (Mann—Whitney-test, p=.08). The preferences politicians expect voters
to have, do not differ between the two treatments (Mann—Whitney-test, p>.10) nor
between incumbents and challengers (Mann—Whitney-test, p>.10). Hence, there is
weak evidence supporting H2-P.

The third hypothesis, H3-P, stipulates that challengers are more likely to devi-
ate from the expected preferences than incumbents if they anticipate an incumbency
advantage. In fact, challengers deviate significantly further from their expectations
than incumbents do (Mann—Whitney-test, p<.01) and also more frequently (Propor-
tion test, p<.01). This result is robust across all four treatments (Mann—Whitney-
tests, each p<.01). Furthermore, the result is not caused by differences in expecta-
tions, own risk preferences, or risk taking: On average, challengers have similar risk
preferences (Mann—Whitney-test, p>.10) and take a similar level of risk as incum-
bents (Mann—Whitney-test, p>.10). Since challengers are more likely to deviate
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from their expected preferences, they are more likely than incumbents to implement
the level of risk they have taken for themselves.

Overall, it appears the level of risk politicians take depends on their beliefs about
voters’ preferences, their own position, and, to a lesser extent, whether voters will
learn the outcome. It is noteworthy, however, that the decisions politicians take on
behalf of voters also correlate with the decisions they take for themselves (Pearson
corr.: 0.54, p<.01) and that their own risk preferences correlate with the expecta-
tions they have over the preferences of voters (Pearson corr.: 0.49, p<.01). Hence,
to disentangle the relationship between preferences, expectations, treatments, posi-
tions, and decisions further, we estimate maximum likelihood regression models.
Table 2 shows the maximum likelihood estimations which explain the choices of
politicians as a function of all these variables as well as the individual background
variables.

Our results suggest the decisions of the politicians are mainly driven by their
expectations regarding the voters’ preferences and their own preferences. The influ-
ence of expectations is significantly stronger than the influence of their own prefer-
ences (Wald test, each p<.01). Although the expectations do not offset the influ-
ence of the own preferences completely, the evidence clearly supports H1-P, stating
that the choices of politicians align with their expectations about voters’ preferences.
However, rejecting H2-P, the results do not indicate politicians deviate stronger from
their expectations when the outcome of the first term will be shown to the voters.
The regression models support H3-P, showing that challengers systematically devi-
ate from their expectations. Basically, challengers risk significantly more when they
expect the median voter to be risk-averse and react significantly less to the expected
risk preferences when they expect voters to be more risk-affine. Additionally, we
find that subjects who report to be more risk-seeking, who place themselves further
to the right on a political left-right scale and who claim to be more interested in
politics allocate more points to the risky policy (see Table AS in the Supplementary
Materials).

Conclusion

In this study, we examine the role of risk preferences, outcome bias, and incum-
bency advantage in the political delegation process. The online experiment breaks
the complex relationship between these factors down into a few observable vari-
ables and allows us to determine causal relationships. Overall, our results clearly
suggest that people prefer representatives who take decisions that align with their
own risk preferences. Furthermore, our study suggests that when subjects are fully
aware that the outcome of the decision is subject to chance, they exhibit an outcome
bias only in specific cases. Finally, we find that incumbents have an advantage over
challengers even when we control for institutional advantages. All three main results
are apparent when we analyze voting behavior as well as when we examine the deci-
sions of politicians who must anticipate voters’ behavior to get elected.

Taken together, our findings imply that if voters and representatives are aware
of the uncertainty inherent to political decisions, risk preferences and risk-taking
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matter in the political delegation process. Is it generally advisable for politicians to
support risky or safe policies? We find that representatives maximize their chance
to get elected by responding to voters’ individual risk preferences. This can be posi-
tive because representatives cannot ignore voter’s risk preferences but this can also
be negative if voter’s risk perceptions are biased. Previous literature suggests that
whether public problems are seen as risky or not is ideologically driven. From the
perspective of a representative, it is reasonable to decide how much risk to take
when implementing policies based on the electorate and subject at hand. Our results
demonstrate as well how different the risk preferences of voters are even when the
riskiness of the implemented policy is salient, objective, assessable, and clearly
communicated.

It is striking that voters strongly prefer politicians that are responsive to their risk
preferences, as voters could have also preferred trustees. Even if voters value politi-
cians who match a certain level of risk, it is not obvious whether the risks subjects
take for themselves match the risks they prefer politicians to take on behalf of them.
Furthermore, when people assess risks, the outcome potentially distorts the per-
ceived risk of the policies in hindsight. Previous evidence suggests, for example,
that outcomes can critically bias the quality attributed to politicians (Woon, 2012).
In this study, in which voters have complete information and we can exclude any rea-
son to differentiate based on the performance of representatives, previous outcomes
play a relatively minor role for the re-election of incumbents. This suggests that the
outcome bias is likely driven by the misattribution of responsibilities. The emotional
effect of a positive or negative outcome appears to have a comparably weaker effect
on voting decisions. Since the outcome bias is strongest after an unlikely negative
outcome, the results may indicate that loss aversion plays a role in explaining the
part of the outcome bias that is triggered by emotions.

Finally, our results offer further evidence for the frequently observed advantage
of incumbents in elections (de la Cuesta & Imai, 2016). Since we can control for
any institutional advantage of the incumbent, for any qualitative differences and for
uncertainty regarding the challenger, the only explanations left for the incumbency
advantage is the status-quo bias. At least with this restricted set of information about
the candidates (Brown, 2014), incumbents do seem to have an advantage even with-
out institutional advantages. We also find that challengers adapt their behavior to the
incumbency advantage by reacting less to their expectations about the voters’ prefer-
ences. Instead challengers are more influenced by their own preferences and strategi-
cally shift to the center of the policy space.

In sum, our study provides novel and internally valid evidence to improve our
understanding of the role of risk in the delegation process. Naturally, however,
any methodology comes with advantages and disadvantages. As such, an online
experiment usually comes with certain reservations about the external validity of
the results. Our participants are randomly drawn from a survey sample and we have
not been merely asking the subjects whether they care about the level of risk when
policies are implemented but they take decisions that have actual financial conse-
quences. Thus, we analyze real and not hypothetical decisions. Nevertheless, these
decisions are taken in a much simpler context than in other environments, focusing
on risk preferences while leaving other policy dimensions aside. This simple context

@ Springer



Political Behavior

allows us to isolate the effect of risk preferences in delegated decisions and shows
that, in principle, subjects evaluate the risks implemented by politicians. We regard
this simplification as a strength of our design because we can focus on a specific
factor which would otherwise have been difficult to isolate with observational data.
Simultaneously, we are aware that real politics outside this experimental environ-
ment are far from being that simple.

Therefore, to strengthen external validity, future studies could gradually increase
the complexity of the situation, e.g. by increasing the number of voters, by enabling
individuals to select into the role of a politician, or by adding and varying the policy
context. Thereby, researchers could examine to what extent ideological preferences
and risk preferences are interconnected and what role risk preferences play when
compared to risk perceptions and expected policy gains. Furthermore, to assess the
scope of our findings, future studies could compare the influence of risk preferences
and the inclination of representatives to take risks across different electoral con-
texts. For instance, the importance of voters” and politicians’ risk preferences might
increase when the uncertainty of policy outcomes is more salient, candidates’ per-
sonalities are more strongly framed in terms of risk-affinity or risk-aversion, or the
electoral system is more personalized.
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