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A Model of Populism as a Conspiracy Theory!

By Abam SZEIDL AND FERENC SzUCS'

We model populism as the dissemination of a false “alternative real-
ity,” according to which the intellectual elite conspires against the
populist for purely ideological reasons. If enough voters are recep-
tive to it, this alternative reality—by discrediting the elite’s truthful
message—reduces political accountability. Elite criticism, because
it is more consistent with the alternative reality, strengthens recep-
tive voters’ support for the populist. Alternative realities are endoge-
nously conspiratorial to resist evidence better. Populists, to leverage
or strengthen beliefs in the alternative reality, enact harmful policies
that may disproportionately harm the non-elite. These results explain
previously unexplained facts about populism. (JEL D72, D82, D83)

Populist leaders paint a grim picture of the world. The populist ideology is often
centered around a false narrative, an alternative reality, in which a conspiracy of
the elite shapes major events to the detriment of the people. In this narrative, the
elite is not only “corrupt,” as described in leading accounts of populism (Guriev and
Papaioannou 2022); it is conspiratorial and all-powerful. For example, a central part
of Donald Trump’s political narrative is that the 2020 US election was stolen by a
conspiracy of the deep state. The populist narrative matters because it shapes support-
ers’ beliefs: The majority of Republicans believe that Trump did not lose the 2020
election legitimately.!| These sorts of misbeliefs are potentially highly consequential.

Populism is also associated with a profound decline in political accountability.
Funke, Schularick, and Trebesch (2023) show that populist leaders, despite sub-
stantially reducing GDP per capita, stay in power for twice as long as nonpopulists.
Moreover, populists seem to achieve electoral success despite widely publicized
acts that would normally be extremely damaging: For example, Donald Trump, a
convicted felon, won the 2024 election.
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!'See Figure 1. People not only claim to hold these beliefs, they act on them, as illustrated by the January 6,
2021, attack on the United States Capitol.
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Existing economic models do not explain the use of conspiratorial narratives in
politics and their association with reduced accountability. Models of political narra-
tives do not study conspiratorial narratives (Eliaz and Spiegler 2020; Eliaz, Galperti,
and Spiegler 2022). Models of reduced accountability work through the silencing
of the media or through repression (Guriev and Treisman 2020; Egorov and Sonin
2024) and hence do not explain reduced accountability in populist democracies that
have an independent media. And in models of populism, populist policies are a posi-
tive signal, so that populism is associated with increased accountability (Acemoglu,
Egorov, and Sonin 2013; Bellodi et al. 2023).

We present a new theory of populism that helps us understand both conspiratorial
narratives and reduced accountability. In our theory, the goal of populism is to pro-
vide a false alternative reality that discredits the intellectual elite’s message about
the politician. Specifically, we assume that populist propaganda can (partially) per-
suade voters that the elite conspires to criticize the politician’s competence purely
because they disagree with his ideology. This alternative reality discredits elite crit-
icism that would normally reveal the politician’s type. “Bad” politicians, expecting
elite criticism, propagate the alternative reality to remain in power. Thus, our theory
predicts both the use of conspiratorial propaganda and its association with reduced
accountability.

We formalize these ideas in a model that explicitly incorporates the false alter-
native reality. Beyond explaining our motivating facts, this model makes several
new predictions. It predicts that truthful elite criticism can backfire and strengthen
some voters’ support for the politician; that alternative realities are endogenously
conspiratorial to better resist evidence; and that populists, despite their “pro-people”
rhetoric, may set policies that disproportionately harm the non-elite. These results
offer a new understanding of populism.

In our model, presented in Section I, an incumbent politician is characterized
by a type dimension, e.g., competence, along which he can be good or bad. Voters
do not directly observe the politician’s type but form beliefs over it, and political
accountability is measured with the accuracy of their beliefs. The politician and the
intellectual elite send messages that affect these beliefs. First, the politician chooses
whether to send conspiratorial propaganda. Then the elite (including the news
media), having received an informative signal about the politician’s type, sends a
message that reports on that signal. We assume that the elite consists of a continuum
of small members, who individually cannot influence voters and thus report about
the signal truthfully.

A share « of voters are receptive to propaganda so that propaganda exogenously
and counterfactually increases their prior belief in the alternative reality (AR). The
AR is a state of the world with zero objective probability, which differs from the
objective reality in precisely one way: In the AR the continuum of small elite mem-
bers can coordinate—effectively conspire—and thus can collectively choose their
message to influence voters. It follows that if elite members sufficiently dislike the
politician, perhaps because they disagree with his ideology, then in the AR they
will always report that politician bad. Intuitively, in the AR the “fake news media”
criticize Trump’s competence not because he is incompetent, but because he is
“anti-woke.” In turn, a voter persuaded by propaganda partially believes this alter-
native reality and distrusts elite criticism.
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We analyze the model in Section II. We show that an equilibrium of the following
form emerges. (i) In the objective reality only the bad politician sends propaganda,
and the elite always reports truthfully. (ii) In the alternative reality both the good
and the bad politician send propaganda, and the elite always criticizes the politi-
cian. Intuitively, in reality the good politician has no reason to send propaganda, as
he expects praise from the elite. The bad politician, who expects criticism, has an
incentive to send propaganda if doing so discredits elite criticism. Discrediting only
works if the narrative of the alternative reality is plausible: if it is incentive compat-
ible for the conspiring elite to criticize even a good politician. This holds provided
that elite members sufficiently dislike the politician (sufficiently disagree with his
ideology). Under this assumption, the equilibrium admits the above form; otherwise,
it does not feature propaganda. These results immediately predict the equilibrium
use of conspiratorial propaganda, and its association with reduced accountability.
Thus, our model helps explain our motivating facts.

The model also yields new theoretical implications. First, it predicts that pro-
paganda inverts the effect of the elite’s message on receptive voters, so that elite
criticism increases their beliefs that the politician is good. The key intuition is that
for a receptive voter who experienced propaganda, the elite’s message is primarily
informative about the nature of reality. In particular, he knows that in the alternative
reality the (conspiring) elite always criticizes, while in the objective reality, the
(honest) elite only sometimes criticizes. Thus, observing elite criticism is more con-
sistent with the alternative reality, increases his posterior of the alternative reality,
and with it, his posterior that the politician is good. It follows that truthful critical
information can increase receptive voters’ support for the politician, a result that
overturns standard intuitions about the impact of information in political economics.

Second, the politician’s choice of when to send propaganda amplifies receptive
voters’ misbelief about the alternative reality. Intuitively, the politician supplies the
alternative reality precisely when events, such as elite criticism, are expected to be
consistent with it. The receptive voter neglects this correlation, implying that his
misbelief is (on average) strengthened by events. As a result, even propaganda that
plants a small initial misbelief can have large societal effects.

These implications help explain previously unexplained facts. The inversion
result explains a key fact in contemporary US politics: that the four criminal indict-
ments against Trump in 2023 were accompanied by an increase in his support
among Republican voters (Swan et al. 2023). This reaction by supporters of the
presumptive party of law and order is puzzling, especially when compared to the
case of Nixon, who lost Republican support after Watergate. Our inversion result
explains the increased support for Trump by predicting that it was the causal effect
of the indictments. This prediction is in line with survey evidence that Republicans
claimed to increase support for Trump due to the indictments. It is also in line with
new evidence we present that scandals of Republican politicians caused an increase
in the donations they received from Trump supporters. Moreover, the mechanism
for inversion, increased beliefs in the alternative reality, is consistent with the fact
that following the indictments, Republicans sharply increased their beliefs in the
conspiracy theory that the 2020 election was stolen. Finally, our model explains
the contrast between Trump and Nixon through the logic that only Trump had a
sufficiently large ideological cleavage with the elite to make the alternative reality
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plausible. Nixon, representing the more educated party (Republicans around 1970),
could not credibly argue that the intellectual elite conspired to remove him.

The amplification result may help explain why beliefs in the alternative reality are
so prevalent (e.g., held by most Republicans), a fact that seems difficult to attribute
purely to the persuasive effect of propaganda. Consistent with the logic of amplifi-
cation, we argue that populists in multiple countries supplied the alternative reality
precisely in situations where it matched headline facts.

In Section III we develop two applications of the model. First, we investigate the
reason that alternative realities are often conspiracy theories. In our basic model,
the conspiracy was purely by assumption. We now allow the politician to choose
between two types of alternative realities: one in which elite members have a low
lying cost but cannot conspire and another in which they can also conspire. Sending
propaganda about the latter is more expensive. We show that the conspiracy theory
often dominates because it solves a collective action problem of the elite. Intuitively,
each elite member’s lie about the politician benefits all other elite members, resulting
in a within-elite externality, which the conspiracy internalizes. Thus, the ability to
conspire makes the elite more powerful. As a result, the conspiracy alternative real-
ity is more attractive to the politician because the more powerful elite can explain
away even more credible critical evidence. We believe that this is the first formal
explanation for the prevalence of political conspiracy theories.

This analysis predicts that alternate realities are often resistant to evidence
because in response to more credible criticism, the politician can “upgrade” the nar-
rative from a lying elite to a conspiring elite. Upgrading is socially harmful because
it increases distrust in the elite beyond politics. Once the voter contemplates an elite
conspiracy, he fears that the conspiracy’s interests may be driving elite messages
even in other domains. This logic helps explain why misbeliefs under populism
extend beyond politics, including Republicans’ general distrust in science.

In our second application, we investigate the effect of conspiratorial populism
on government policy. This is an important topic since populism is associated with
large economic and noneconomic costs (Guriev and Papaioannou 2022). We find
that populists introduce harmful policies for two distinct reasons. First, there is a
direct effect of reduced accountability: Populism enables “bad” politicians to main-
tain power, who then enact “bad” policies. Second, our model predicts that populists
will choose harmful policies purely to trigger the elite. The intuition follows from
the inversion result: Since elite criticism increases the support of receptive voters,
the politician chooses harmful policies to invite elite criticism.

Harmful policies also emerge in the Acemoglu, Egorov, and Sonin (2013) model,
where populists signal their independence from the elite using policies that dispro-
portionately harm the elite. The key difference is that our model can also account for
harmful policies that do not disproportionately harm the elite. As a result, our model
helps explain the previously unexplained fact that populists, despite their pro-people
rhetoric, are not actually siding with the “people”: Their policies seem to hurt the
non-elite as much as they hurt the elite. Indeed, Funke, Schularick, and Trebesch
(2023) show that populists reduce GDP per capita without meaningfully reducing
inequality, that is, that they seem to cause equal economic harm to the elite and
the non-elite. Populists also favor specific policies that especially harm the “peo-
ple.” They tend to be massively corrupt (Zhang 2024), thereby reducing the quality
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of government services; they implement tariffs that harm their core supporters
(Fajgelbaum et al. 2019); and they oppose environmental policies that would help the
non-elite (Friedman, Plumer, and Stevens 2025). We conclude that the current wave
of populism will likely create substantial harm to both the elite and the non-elite.

Our paper builds on overlapping literatures in political, behavioral, and informa-
tion economics. We build on theories of populism (Acemoglu, Egorov, and Sonin
2013; Bellodi et al. 2023; Agranov, Eilat, and Sonin 2023) and identity politics
(Besley and Persson 2021; Bonomi, Gennaioli, and Tabellini 2021). Our main con-
tribution to this work is a conspiracy theory—based model of populism. Our model
makes a number of new predictions about populism, including reduced accountabil-
ity, the inverted effect of elite criticism, the emergence of conspiracy theories, and
broadly harmful policies.

We also build on work studying the supply of misinformation in politics, includ-
ing the supply of hatred (Glaeser 2005), media capture (Besley and Prat 2006),
censorship and positive propaganda (Guriev and Treisman 2020; Egorov and Sonin
2024), and worldview politics (Ash, Mukand, and Rodrik 2021). Much of this work
assumes that voters update in a Bayesian fashion, as in models of Bayesian per-
suasion (Kamenica and Gentzkow 2011). We contribute to this work by modeling
misinformation as a strategic alternative reality, an approach potentially portable to
other settings, and with the aforementioned new implications.

Our modeling approach builds on theories of distorted belief formation in
political economics. Theories of motivated beliefs in an alternative state of the
world have been used to study beliefs in a just world (Bénabou and Tirole 2006),
groupthink (Bénabou 2013), inefficient policymaking (Levy 2014), and parti-
san disagreement (Le Yaouanq 2023). Theories of model misspecification have
been used to study persuasion (Bénabou, Falk, and Tirole 2018; Galperti 2019;
Schwartzstein and Sunderam 2021; Aina 2023) and political narratives (Eliaz and
Spiegler 2020; Eliaz, Galperti, and Spiegler 2022). We contribute to this work
with a model-misspecification-based approach to model conspiratorial populism
and with its new implications.

Finally, we build on a multidisciplinary literature studying misinformation and
conspiracy theories, especially in political science and psychology, reviewed, for
example, by Nyhan (2020) and Douglas et al. (2019). Our main contribution to this
work is a formal model of conspiracy theories.

1. Model
A. Motivation

Our model is motivated by two observations. First, in a number of democracies,
the populist ideology is centered around a conspiratorial alternative reality, accord-
ing to which the elite conspires to attack the competence of the populist purely
because they disagree with his ideology. This alternative reality goes beyond the
Mudde (2004) and Guriev and Papaioannou (2022) descriptions of populist ideol-
ogy, which emphasize the antagonism between the “pure people” and the “corrupt
elite,” in that here, the elite is conspiratorial and all-powerful. The following exam-
ples illustrate.
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* In the United States, Trump claims that the deep state and the media conspire to
criticize him (e.g., claim he is a criminal) because they find his cultural values
too conservative. Trump talks about the conspiracy explicitly (“Either the deep
state destroys America, or we destroy the deep state” (Allen 2023)), ties the
incentives of the conspiracy to cultural values (“they won’t hesitate to ramp up
their persecution of Christians, pro-life activists”), and suggests that the goal of
the conspiracy is to limit conservative values (“they want to silence me because
I will never let them silence you” (Corasaniti and Gabriel 2023)).

* In Hungary, Orbén claims that the members of the “Soros network”—including
Brussels and the media—conspire to attack him for dismantling checks and
balances because they find him too anti-immigration. Orban is explicit about
this narrative: “And we understand what is happening. George Soros has bought
people, he has bought organisations, he is feeding them out of the palm of
his hand, Brussels is under his influence, and it is his plan that the Brussels
machine is implementing in the case of immigration. They want to remove the
fence, they want to let in millions of immigrants and they want to divide them
up on a compulsory basis. And they want to punish those who do not obey”
(Kocsis 2017).

* In Israel, Netanyahu claims that the judiciary and the media conspire to attack
him on charges of corruption because they find him too anti-Palestinian. As
Horovitz (2020) explains, Netanyahu’s thesis is that “a strong, pro-annexation,
right-wing prime minister is facing an illicit attempt—perpetrated by a vast,
leftist alliance of politicians, media, cops and state prosecutors—to oust him
because of his ideology and policies.”

Our second observation is that in the same democracies, supporters of the popu-
list leader tend to hold misbeliefs consistent with these alternative realities.

¢ In the United States, the majority of Republicans believe that Biden did not win
the 2020 election legitimately (see Figure 1 in Section IID). Since large-scale
election fraud requires a conspiracy, these beliefs reflect beliefs in the deep state
conspiracy.

* In Hungary, the majority of Orbdn’s supporters believe in the existence of a
Soros-plan (HVG 2017), that is, the conspiracy that the Soros network is bring-
ing migrants into Europe.

e In Israel, a large fraction of Netanyahu’s supporters doubt the corruption
charges against him (Navot 2022), suggesting beliefs in a conspiracy of the
justice system.

The fact voters believe in the specific and often elaborate alternative reality sup-
plied by the politician (e.g., the “Soros-plan”) suggests that these beliefs are at least
partly driven by the supply of populist propaganda.’ This motivates our model in

2There is much evidence that the political supply of misinformation changes beliefs (Yanagizawa-Drott 2014;
Adena et al. 2015; Blouin and Mukand 2019; Barrera et al. 2020; Ajzenman, Cavalcanti, and Da Mata 2023) and
that populists value the supply sufficiently to capture media (Mcmillan and Zoido 2004; Szeidl and Szucs 2021).
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which a politician can supply a conspiratorial alternative reality to change voter
beliefs.

B. Setup

Players, Types, and Actions.—Our model is an information game in which a pol-
itician and the intellectual elite send messages to influence voters’ beliefs about
the politician’s type. Both the intellectual elite, which represents the news media,
and the voters consist of a unit mass of members. Each elite member has limited
influence: Each sends its message to an audience of voters who have measure zero.
In turn, each voter has access to the message of exactly one elite member, that is,
consumes exactly one news media.’

At the beginning of the game, the politician’s type 6, € {0, 1} is realized, where
0. = 1 with probability g.. Here, 8, = 1 means that the politician is “good,” and
0. = 0 means that the politician is “bad.” Good politicians are valued by both elite
members and voters. We refer to 6, as competence, but it could represent some other
broadly valued attribute such as being honest (as opposed to corrupt), lawful (as
opposed to criminal), or democratic (as opposed to authoritarian). We assume that
6. is observed only by the politician.

After observing his type, the politician has an opportunity with probability 1 — /3
(where 0 < 3 < 1) to send propaganda. Only the politician knows whether he
has the opportunity to send propaganda. We let p = 1 denote that the politician
sends propaganda, and p = 0 that he does not, either because he did not have the
opportunity or because he chose not to. The role of (3 is to ensure that the absence of
propaganda does not fully reveal the politician’s type. A

Members of the elite observe the propaganda realization and receive a signal 0, €
{O, 1} about the politician’s type 6. This signal is correct (§. = 6,) with probabil-
ity 7 € (0.5,1]. All elite members receive the same signal; voters do not receive a
signal. We think of 7 as relatively high. Then, each elite member j sends a message
S {0, 1} about the signal to its zero measure of voters, where s = 1 means that
the signal is good. We sometimes refer to s; = 1 as praise and s; = 0 as criticism.

There are two kinds of voters. A share « are receptive to propaganda and observe
both the elite’s message and propaganda. The remaining share 1 — « are unrecep-
tive and only observe the elite’s message but not propaganda. This is a stylized rep-
resentation of the idea that unreceptive voters primarily follow the news media and
are less exposed to propaganda. Each elite member j has an audience consisting of a
share a of receptive and a share 1 — « of unreceptive voters.

We assume that the elite’s message s; and propaganda p are subject to vanishing
noise. This ensures that beliefs are well defined off the equilibrium path. With prob-
ability ¢,, perfectly correlated across elite members, every elite member’s realized
message §; is the opposite of the message s; sent, and with independent probability
€, realized propaganda p is the opposite of the propaganda p sent. We let €, and ¢,
go to zero and characterize the equilibrium in the limit.

The timing and allocation of information are summarized by Table 1.

3We present a formal construction of the elite and the voters in Supplemental Appendix A.1.
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TABLE 1—TIMING AND ALLOCATION OF INFORMATION

Stage: 0 1 2
Politician 0.0, D s
Elite $.0.,6, 5
Receptive voter P s
Unreceptive voter s

Alternative Reality.—To model the alternative reality, we assume that there is a
state of the world 0, € ©, = {R,AR}, where R represents the objective reality and
AR the alternative reality. We assume that the true prior probability of 6, = AR is
zero.! The difference between the two realities is that in R the elite cannot, but in
AR the elite can coordinate. Thus, if 6, = R, then each elite member j chooses her
message s; individually to maximize her own utility, but if 6, = AR, then the elite
collectively chooses an identical message s; = s for all of its members to maximize
the sum of their utilities.”

At the beginning of the game, all voters hold the correct prior about 6,, but pro-
paganda exogenously increases receptive voters’ prior that ., = AR to ¢q,. > 0.
We let ¢, = 1 — ¢q,,- We encode the change in the prior by assuming that each
receptive voter i has a mind type 6,, € {N,P} (for normal and persuaded), that
i becomes persuaded if and only if he encounters propaganda, and that the prior
of receptive voter i as a function of his mind type is 1% (0, = AR|6,,;) =
1 (0,=P) * Yar Each receptive voter then updates from his prior in a Bayesian fash-
ion. Since either all or none of the receptive voters encounter propaganda, their mind
types are identical and denoted by 6,,.

Motives.—We assume that the payoffs of the politician and the elite are deter-
mined by voters’ average beliefs about 6,.. Assuming that payoffs depend on beliefs
simplifies presentation because it allows us to abstract from voters’ preferences and
actions. In Supplemental Appendix A.2 we show that a probabilistic voting model
with a common preference shock provides microfoundations for this assumption,
through the logic that voters’ beliefs govern the probability that the politician is
reelected, which in turn determines payoffs.

We define voters’ average posterior belief about 6, as

ﬁ(ec = 1|i77§) = Q- :U’Tc,i('gc = l|i)’§j(z‘)79m) + (1 - a) ’ m(ac|§](z))

On the left-hand side, the conditioning shows that the average posterior depends
both on realized propaganda p and the full collection of realized elite messages
8 = (5)jceiie- In the first term on the right-hand side, um.’l-(Oc = l\fa,ﬁj(i),ﬁm)
stands for the belief of receptive voter i who observes realized propaganda p, belongs
to the audience of elite member j(i) and thus observes elite message §j(i), and has
mind type 6,, (which in turn is pinned down by p). The bar means that this belief is

#In principle, we could allow this prior to be positive, but to make the results stark, we set it to zero.
In our microfoundation in Supplemental Appendix A.2, we show that sending an identical message is the
optimal strategy for a coordinating elite.
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averaged across all receptive voters i. In the second term, m(@c | §j(,~)) is the aver-
age belief over unreceptive voters i, who only observe the elite’s message fvj(i), not
propaganda.®

Using these voter beliefs, we define the preferences of elite member j as

(1) Uy = (6. — k) - (6. = 1p.5).

Here, 6, — x reflects that the elite likes competence 6. but dislikes the incumbent
politician by s, where x measures the ideological disagreement between the incum-
bent and the elite. These terms are multiplied by voters’ average posterior belief,
which, intuitively, governs the probability that the incumbent stays in power. We
further assume that each elite member j has a small preference for sending a truthful
message s; and thus, if otherwise indifferent, tells the truth.

Our assumptions imply that in state R, because each elite member acts inde-
pendently and influences a zero measure of voters, each sends her message truth-
fully. In contrast, in state AR, because elite members act as a single decision-maker,
they choose their message to maximize (1). In both states, all elite members send an
identical message, denoted s. Thus, for the purposes of characterizing behavior, we
can represent the elite as a single player, which maximizes

(2) Ue = Ygary * (0 — &)A(0c = 11D.5) + Lig-py1{s=,}-

The first term, active in the AR, represents the collective interests of the elite. The
second term, active in R, represents that in isolation, each elite member chooses to
tell the truth.

Since all elite members send the same message, all receptive voters, and all unre-
ceptive voters, form the same beliefs. Thus, we can represent them with a represen-
tative receptive voter and a representative unreceptive voter, respectively.

The preferences of the politician are given by

3) U, = (6. = 11p5) = - p.

The first term captures the politician’s preference to get reelected, which is governed
by voters’ belief about his type. The second term captures the cost f > 0 of sending
propaganda.

Timing.—In summary, the model consists of the following stages.

0. The politician’s type . and the reality state 6, are realized and observed by
the politician.

1. With probability (3, the politician cannot send propaganda; with probability
1 — 3, he can, and he decides on propagandap € {0,1}.Propaganda is sub-
ject to trembles. The elite observes the reality state 0,, the realized propaganda
P, and receives a signal 6, on the politician’s type (correct with probability 7).

SWe use i to denote both receptive and unreceptive individual voters.
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2. The elite sends message s € {O, 1}, which is subject to trembles. Voters
observe the realized message . Receptive voters (share «) also observe the
realized propaganda message p. If p = 1, then receptive voters’ become per-
suaded (¢,, = P),implying that their prior that§, = AR changestoq,. > 0.
Voters form posterior beliefs.

C. Equilibrium

Our equilibrium concept is a version of perfect Bayesian equilibrium that recog-
nizes our framework’s departure from common priors and rationality. We assume
that actors correctly anticipate each others’ strategies, compute expected utilities
using their subjective beliefs, and choose strategies to maximize these expected util-
ities. We also assume that actors update in a Bayesian fashion. The trembles ensure
that these updates are well defined.

The key novelty in this equilibrium is the Bayesian updating of the receptive
voter. We assume that in stage 2, the posterior of the receptive voter is computed
from the prior associated with his mind type 6,,. This definition allows the persuaded
voter to make Bayesian inference from the elite’s message and propaganda, but the
order of updating is that first propaganda changes his prior, and then he makes the
inference. Because aside from this novelty our equilibrium concept is standard, we
relegate the formal definition to the Supplemental Appendix.

Equilibrium Selection.—Given the complexity of our game, we expect multiple
equilibria, and we introduce the following criteria for selection. First, we focus on
equilibria that are politician pure: in which all politician types in all states use pure
strategies. Second, among these equilibria, we focus on politician-optimal equilib-
ria, which maximize the ex ante expected utility of the incumbent politician in state
R. We refer to equilibria satisfying these conditions as PPO equilibria.

D. Discussion of Model Assumptions

Modeling Alternative Realities.—Central to our model is to explicitly incorporate
the false alternative reality that voters may believe in. Importantly, this alternative
reality contains optimizing agents, who impose constraints on real-world outcomes
that parallel the out-of-equilibrium constraints of perfect Bayesian equilibrium.
Indeed, perfection requires that agents even at information sets never reached
behave optimally, whereas we require that agents even in imaginary states behave
optimally. This approach of explicitly modeling a strategic alternative reality—also
used by Bénabou (2013) in a different setting—may be portable to other systems of
misbeliefs in economics.

Elite Conspiracy.—In our model, the elite conspiracy emerges by assumption.
Moreover, as we show in Section IIA, our qualitative results would also obtain in a
framework without a conspiracy, in which the key difference between the R and the
AR is that in the latter the elite has a lower lying cost. We chose to incorporate the
conspiracy into our basic model both because it is realistic (Douglas et al. 2019)
and because it highlights that allowing for coordination fundamentally alters the
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equilibrium. We endogenize the conspiracy in Section IIIA by showing that when
the politician can choose between a lying cost and a conspiracy narrative, he will
often prefer the latter because it makes the elite appear more powerful.

Propaganda Is Only Observed by Part of the Electorate—In our model unre-
ceptive voters do not observe propaganda, implying that they are neither manip-
ulated by it nor learn from it about the politician’s type. We think of unreceptive
voters as those who primarily consume the traditional media, and receptive voters as
those who primarily consume social media and propaganda news. Unreceptive vot-
ers focus on the elite’s message and do not internalize the politician’s narrative. In
contrast, receptive voters consume propaganda and fully internalize its narrative but
still encounter headline news, consistent with evidence that even strong partisans are
aware of the headlines (Angelucci and Prat 2024).

The assumption that unreceptive voters do not observe propaganda at all is for
tractability. The key part of this assumption is that unreceptive voters do not fully
update from propaganda, so that they may still find the elite’s message informative.
To demonstrate this, in Supplemental Appendix A.5 we develop two realistic ways
of allowing unreceptive voters to learn from propaganda. In the first, a bounded
share of unreceptive voters update from propaganda, while the rest do not. In the
second, all unreceptive voters update from propaganda, but the alternative reality
falsely claims that they do not, that is, that they remain malleable to the elite’s lies.
In both cases, our main results continue to hold.

Receptive Voters are a Minority.—In the main text below, we assume that
a < 0.5; that is, receptive voters are a minority. But in Supplemental Appendix
A.4 we show that our main results hold for & > 0.5 as well, albeit they may require
mixed strategies. We further note that for the pure strategy equilibrium, we only
need that receptive voters believe o < 0.5, that is, that only a minority see through
the conspiracy, even if the true « is larger. Real-world conspiracy theories often
assume that believers are a minority (Douglas et al. 2019).

Belief Changes.—We assume that propaganda can exogenously change the prior
beliefs of receptive voters. This assumption is consistent with the descriptive evi-
dence in Section IA that supporters tend to believe in the specific alternative reality
disseminated by the politician. However, it is reasonable to assume that misbe-
liefs are also shaped by voters’ demand. To address this issue, in Supplemental
Appendix A.7 we develop a simple model of the demand for misbeliefs based on
motivated beliefs. This model provides microfoundations for the reduced-form
framework presented here.

II. Results
A. Equilibrium
We will characterize the equilibrium for 7 < 1 large. Empirically, this is the

right parameter range, as the signal of the elite is plausibly fairly informative but
imperfect. From the perspective of the analysis, assuming that 7 is large means that
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we can simplify some derivations by working them out for 7 = 1 and then using
arguments based on continuity.

ASSUMPTION 1: The elite wants to remove the politician irrespective of his type:
k> 1.

This assumption captures that the ideological disagreement between the
politician and the elite is large. Recalling from (1) that the utility of the elite is
(6. — k) - @(6. = 1]p,3), since the assumption implies that 6. — x < 0 for any
value of 6, it implies that the elite—if it can influence voters—wants to minimize
voters’ average belief that the politician is good. This assumption ensures the incen-
tive compatibility of elite criticism in the AR.

ASSUMPTION 2: For 7 approaching 1, the cost of propaganda is smaller than its
gain:

f < agq,.

Here, as we will explain in detail below, g. = ¢,.q./ [qa, +q,(1 — qc)] is the
persuaded voter’s limiting posterior belief (as 7 — 1), after observing propaganda
and criticism, that the politician is good. Assumption 2 captures that propaganda has
the potential to improve outcomes for the politician. The left-hand side is the cost
of propaganda, while the right-hand side is the limit of the gain from propaganda as
7 approaches one. This gain derives from increasing the beliefs about the politician
for the share « of receptive voters, from (approximately) zero to (approximately)
.- As we explain after stating the result, this assumption ensures the incentive com-
patibility of the politician’s equilibrium strategy./’

PROPOSITION 1: If Assumptions 1 and 2 hold, and o« < 0.5, then there exists
7 < 1 such that for 1 > T in the unique PPO equilibrium,

(i) In the reality (R):
e The elite reports truthfully;
e The politician sends propaganda if he can and is bad.

(ii) In the alternative reality (AR):
e The elite always reports that the politician is bad,
e The politician sends propaganda if he can.

All proofs are in the Supplemental Appendix. At a high level, the intuition for
the result is as follows. In reality (part (i) of the result), the good politician has no
reason to send propaganda, as he will most likely be praised by the elite. The bad
politician, who will likely be criticized by the elite, does have an incentive, and

7 Assumption 2 implies that when the share « of voters persuadable by propaganda is higher, even a lower g,
that is, less persuasive propaganda, is sufficient to incentivize the politician.
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will do so by Assumption 2 if propaganda succeeds in discrediting criticism. But
discrediting elite criticism requires a persuasive alternative explanation for that crit-
icism: here, an elite conspiracy (part (ii) of the result). For this conspiracy theory to
be persuasive, it is necessary that members of the elite, if they could, would in fact
conspire to act against the politician. This is ensured by Assumption 1, which states
that members of the elite sufficiently dislike the politician. The narrative then is that
conspiring elite members always criticize, leaving the politician no choice but to
spread propaganda to counter the elite’s lies.

To see more precisely how discrediting works, note that in equilibrium, the recep-
tive voter’s posterior about 6, after propaganda and elite criticism equals

A A e Yar
4 9 pr— 1 pr— 1, pr— 0,0 p— P p— .
(4) [hrec(0e Iz § w = P) P

To understand this expression, recall that since p = 1, the receptive voter is per-
suaded (6,, = P) and assigns prior g,, that reality is AR. His posterior belief that
the politician is good conditional on propaganda and criticism is then formed by
Bayes’ rule. The numerator measures the joint probability that (i) the politician
is good (q.); (ii) propaganda, which as the politician is good only happens in the
AR (q,,); and (iii) criticism, which always happens in the AR.® The denominator
measures the probability of propaganda and criticism. In the AR (g,,) the politician
always sends propaganda (if he can), and the elite always criticizes, explaining the
first term. In the R (g,), the bad politician sends propaganda (1 — ¢,.), and the elite
criticizes when it receives a correct signal (7), explaining the second term.
The key is that as m — 1, these beliefs converge to

~ 4cYar
5 q. = > 0,
( ) ‘ Gar + qr(l - QC)

so that even as the elite’s message becomes arbitrarily precise, the persuaded vot-
er’s beliefs after elite criticism remain bounded away from zero. This is because
the persuaded voter entertains the possibility of the AR, and in the AR the elite
sends criticism even when the politician is good. This limits the perceived infor-
mativeness of the elite’s message for the persuaded voter. It follows that . mea-
sures (for 7 large) the effectiveness of discrediting, explaining why it appears in
Assumption 2.

B. Detailed Logic of Equilibrium

To fully flesh out the equilibrium logic, we derive voter beliefs and explain how
these beliefs ensure incentive compatibility for the elite and the politician.

8 These terms should also be multiplied by 1 — £ to reflect that the politician can send propaganda, but all terms
in the denominator should also be multiplied by 1 — (3, so we divided through with it.
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Voter Beliefs.—In the proposed equilibrium, the receptive voter’s posterior,
absent propaganda (p = 0), as a function of the elite’s message § is

X R . Tqc
. = 1 - ) *Ym = =
(©) e = 1b = 0.8.00 = N) = S0 5= 435
1 — .
AT (1 —m)aq.

(1 =7m)gq.+7(1 —q.)B

On the left-hand side, note the receptive voter’s mind type 6,,: Because p = 0, he
is normal (N) and retains his prior that reality is R. On the right-hand side, the first
term is active when the voter receives a good message from the elite (§ = 1). Such
a message typically comes when the politician is good but may also come when
the politician is bad if the elite’s signal is incorrect. However, in the latter case, the
politician must not be able to send propaganda; otherwise, in the proposed profile
we would observe p = 1. The formula then follows via Bayes’ rule. The numerator
is the probability that the politician is good (g.) and the signal is correct (7); while
the denominator also includes the probability that the politician is bad (1 — ¢,.),
the signal is incorrect (1 — 7), and the politician cannot send propaganda (/3). The
second term, active when the elite sends a bad message (§ = 0), follows analogous
logic. Observe that as 7 approaches one, these beliefs converge to §: For large , the
elite’s report almost fully reveals the politician’s type.”

The receptive voter’s posterior, after propaganda, as a function of the elite’s mes-
sage § is

A ~ ~ q(l}" qC
(7) :urec(ec Hp 1,S,(9m P) (1 S) Gur + qrﬂ—(l — qc)'
Equation (4) already derived these beliefs after elite criticism (§ = 0). In the case
of elite praise (§ = 1), the expression is zero: The AR elite never sends praise, and
in R only the bad politician sends propaganda.

Finally, the beliefs of the unreceptive voter are similar to those of the receptive
voter absent propaganda (6), except that the unreceptive voter does not observe
propaganda and hence does not infer from its absence, so that we do not have the (3
factors in the denominator.

Incentive Compatibility of the Elite.—Having characterized beliefs, we explain
why the elite follows the proposed equilibrium. In R, the behavior of the elite is
straightforward: Because its members are atomistic and cannot influence voter
beliefs, they report truthfully. In the AR, since the elite acts as a single actor and
wants to lower voter beliefs, sending criticism is incentive compatible if

W T4, B (1 — )
R 7 S (R (= Bl (s PR ey
qarqc
Yar + Qrﬂ-(l - QC).

>«

°When taking the limit in the second term, we used that § < 1.
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The left-hand side is the elite’s gain from criticism: the reduced beliefs of the
1 — o unreceptive voters. Inside the brackets, we have the difference between
unreceptive voters’ belief after praise versus criticism. As noted above, these
expressions are similar to those of the receptive voter absent propaganda (6), with
the difference that the denominators do not have the 3 factors. The right-hand
side is the elite’s loss from criticism: the increased beliefs of the « receptive vot-
ers who “see through” the conspiracy. This loss is computed by differencing (7)
between§ = lands = 0.

If 7 is large, then the left-hand side of (8) is close to I — «, while the right-hand
side is close to ag,. Therefore, if « < 0.5, as assumed in Proposition 1, then for
large, the inequality holds. Intuitively, unreceptive voters—who do not entertain the
alternative reality—are manipulable by the elite, and if there are enough of them,
then their impact incentivizes the AR elite to criticize.

Incentive Compatibility of the Politician.—Finally, we turn to the politician. In
R, as noted above, the good politician who expects praise from the elite has no
reason to send propaganda. For the bad politician, sending propaganda is incentive
compatible if

(9) . 7T< 9ar4c _ (1 — ﬂ-)qc )
Gar + qrﬂ-(l - QC) (1 - 7.‘-)qc + 71—(1 - QC)ﬂ

+ (1 =) - ra (0 :WT:I)c(l —7

> f.

The left-hand side measures the expected gain from propaganda. Propaganda only
has an effect on receptive voters («). For them, propaganda changes expected beliefs
about competence 6,, from the expected value of beliefs absent propaganda (6) to
the expected value of beliefs in the presence of propaganda (7). These expectations
are computed over the distribution of the elite’s message that § = 0 with probabil-
ity m and § = 1 with probability 1 — m. The formula then follows by direct sub-
stitution. For the politician to prefer propaganda, this expected gain has to exceed
the cost of propaganda f. As 7 approaches one, the second and third fractions on the
left-hand side vanish, and the remaining terms converge to «g,. By Assumption 2,
aq,. > f,and thus, for 7 sufficiently large, the bad R politician’s incentive compat-
ibility constraint holds.

Next, consider the politician’s incentive compatibility constraint in the AR. Both
the good and the bad types observe the state and know that the elite always sends
criticism. This means that their incentive compatibility follows from (9) because
they expect more criticism. Formally, on the left-hand side, the weight on the first
two terms increases from 7 to 1, while the weight on the third term decreases to
zero. It follows that for large 7, the AR politicians also send propaganda.

Note that the good politician’s choice of propaganda in the AR is key for the
updating of the voter, who, if propaganda is to be effective, should not be able to
infer from it that the politician is bad. This logic underlies equation (4) and prevents
the revelation of the bad R politician’s type.
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Relaxing the Constraint on Receptive Voters.—Proposition 1 focuses on the case
when only a share « < 0.5 of voters are receptive. However, we show in Supplemental
Appendix A.4 that the model has a unique PPO equilibrium that features propaganda
even when o > 0.5. This equilibrium is identical to that of Proposition 1 in the
behavior of the politician. But for « high, the behavior of the elite in the AR is more
complex: They now mix between criticizing and praising the politician. The core intu-
ition is that for o high, the conspiracy theory has to address an internal consistency
problem: Why should elites lie once they know that most people (receptive voters) see
through their lies? In our model, the alternative reality evolves to address this problem
by making the elites more cunning. Elites now sometimes tell the truth, to confuse
voters and ensure that voters no longer see through their lies. Importantly, our main
qualitative predictions continue to hold in this more complex equilibrium.'

C. Theoretical Implications of Equilibrium

The equilibrium has a number of new theoretical implications that lead to testable
predictions.

Deflection.—A core implication is that propaganda can deflect elite criticism.'!

COROLLARY 1: Suppose that Assumptions 1 and 2 hold, 1 > 7, and o < 0.5.
In the PPO equilibrium, propaganda by the bad politician increases voters’ beliefs
that the politician is good:

Ela(6. = 11p = 1.5)16. = 0] > E[a(6. = 1]p = 0.5)[6. = 0].

Note that E [] represents the objectively correct expectations. The result follows
essentially from equation (4), which showed (for 7 large) that under propaganda,
elite criticism does not persuade receptive voters. Thus, propaganda enables bad
politicians to remain in power and by doing so, reduces political accountability.
Importantly, this result applies in the presence of independent media that provides
reliable information on the politician’s type. It follows that in our model, populist
propaganda reduces accountability.

Inversion.—A second implication of the model is that among receptive voters,
propaganda inverts the effect of the elite’s message: Elite criticism increases, while
elite praise decreases receptive voters’ support for the politician.

COROLLARY 2: Suppose that Assumptions 1 and 2 hold, 1 > w > 7,
and o < 0.5. In the PPO equilibrium, in the presence of propaganda, elite
criticism strictly increases the receptive voter’s support for the politician:

M"“(ec = 1|i7 = 1’§ = 1) < Mrec(ec = 1|f7 — 1,3' = 0)

19We note that conspiracy theories could resolve the internal consistency problem in other ways too, such as by
falsely claiming that v is low, that is, that only a minority are aware of the conspiracy.

"For consistency with the proposition, we focus on the v < 0.5 case in stating our corollaries, but we show in
the Supplemental Appendix that Corollaries 1, 2, and 3 hold for all values of a.
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Formally, this result follows from (7), which shows that the persuaded voter’s
belief after elite criticism remains bounded away from zero but after elite praise
becomes equal to zero. The former statement holds because propaganda discredits
elite criticism; the latter holds because elite praise is not possible in the alternative
reality, so that observing it punctures the alternative reality.

The underlying intuition is that for the persuaded voter, the elite’s message is
primarily informative about the nature of reality, not the politician’s type. This force
emerges because in our model the voter questions the motives of the elite (i.e., the
nature of reality). In particular, because in the AR the elite always criticizes, while
in the R (for 7 < 1) the elite only sometimes criticizes, elite criticism is more
consistent with the AR and increases beliefs in the AR. Then, because in the AR
propaganda may come from a good politician, while in the R it always comes from
a bad politician, the increased belief in the AR increases beliefs that the politician
is good. As this logic makes it clear, 7 < 1 is necessary for inversion because it
ensures that elite criticism is relatively more consistent with the AR. We conclude
that populist propaganda inverts the standard effect of elite information on receptive
voters’ beliefs.'”

Although in our model inversion is driven by beliefs about the politician’s com-
petence, in practice, there can be an alternative mechanism driven by beliefs about
the politician’s anti-elite nature. That is, persuaded voters may infer from elite criti-
cism not that the politician is (relatively) competent but that he is anti-elite. We find
this alternative mechanism plausible, but for simplicity, we did not incorporate the
additional type dimension necessary to model it.

Amplification.—The previous result explored how beliefs in the presence of pro-
paganda vary with the elite’s message. We next characterize beliefs in the presence
of propaganda on average. The key insight is that propaganda-induced AR beliefs
are amplified by Bayesian updating.

COROLLARY 3: Suppose that Assumptions 1 and 2 hold, 7 > 7,and o < 0.5. In
the PPO equilibrium, even though signals are generated by R, the receptive voter’s
expected posterior, relative to his (propaganda-induced) prior, moves toward the

AR: Eptrec(AR[D,3) [P = 1| > qun

This result seems counterintuitive from a Bayesian perspective. A standard
Bayesian with the wrong prior, as long as his prior assigns positive probability to
the truth, should form posteriors that on average drift toward the truth. Corollary 3
says that here, even though R is always included in the receptive voter’s prior, he
forms beliefs that on average drift away from the truth.

To understand the result, recall that propaganda increases the receptive voter’s
prior about the AR to ¢g,,.. He then uses this new prior to interpret the sequence of
messages he receives. For 7 large, this sequence is very likely to be propaganda

12We note that inversion can be broken down into two predictions: that the persuaded voter’s beliefs (i) increase
after elite criticism and (ii) decrease after elite praise. Note that (i) cannot hold without (ii); since the persuaded
voter updates as a Bayesian, his prior must be a convex combination of his posteriors.
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and criticism, which leads him to increase his posterior belief about the AR to
(approximately)

~ Qar

(10) Qar = 1_7% > Yar
This increase is nonstandard: The sequence of propaganda and criticism contains (for
7 large) essentially no new information beyond the fact that the voter’s prior changed.
It emerges because the voter with the new prior still entertains the state of the world
that reality is R and the politician is good (which has probability g, g.) even though the
fact that his prior changed already ruled it out. Updating eliminates that state from the
voter’s mind, increasing his beliefs in the AR (for 7 large) by a factor 1/(1 — ¢,q.)
. Intuitively, the voter neglects the fact that his prior is large precisely when the likely
outcomes are propaganda and criticism. His correlation neglect amplifies AR beliefs
because these likely outcomes are more consistent with the AR than with the R.

These arguments imply that the success of propaganda is determined by two fac-
tors: (i) planting initial misbeliefs and (ii) a plausible narrative that amplifies mis-
beliefs by explaining the observed reality better than the true narrative. We note that
these two factors are already reflected in Assumption 2. The assumption requires
that the posterior belief about the politician’s quality ¢. is large enough, and we can
express that posterior, normalized by the prior ¢, as

4 Gar
(11) e 1 — QrQC.

Here, q,, is the initial false belief, while 1/ (1 — q,qc), as discussed above, is the
amplification.

The mechanisms identified here are related to two lines of research on misbe-
liefs. First, amplification depends on our timing assumption that first propaganda
changes the prior and then the voter updates from the new prior, which is related to
the sequential updating assumption of Cheng and Hsiaw (2022) and Kocak (2018)
that a person first updates about the credibility of a source and then about the infor-
mation provided by that source. A key difference is that in our setting the change in
the prior is driven by the supply side, leading to predictions about when misbeliefs
arise. Second, the logic of amplification is related to the research on persuasion with
models, in which models more consistent with the data are found to be more persua-
sive (Schwartzstein and Sunderam 2021; Aina 2023). Although we also differ in our
formal approach, our key contribution to this work is the applied finding that beliefs
in politically supplied conspiracy theories are amplified by observed outcomes.

Comparative Statics of Presence of Propaganda.—Proposition 1 shows that
bad politicians always choose propaganda but focuses on the case when the elite
strongly dislikes the incumbent politician: £ > 1 by Assumption 1. We now relax
that assumption.

COROLLARY 4: Suppose that Assumption 2 holds, m > 7, and o < 0.5. If
1 — m < Kk < m, then there is a unique PPO equilibrium, and in that equilibrium
no politician sends propaganda.
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The point here is that when « is (somewhat) lower than 1, propaganda is no lon-
ger used. This is because when « is in the specified range, the elite wants to keep the
politician if and only if he is good. But then the narrative in which the elite conspires
to remove a good politician is not plausible and will not be believed by voters. The
politician then has no reason to send propaganda. It follows that successful propa-
ganda requires the ideological disagreement x between the politician and the elite
to be sufficiently large.

Comparative Statics of Effectiveness of Propaganda.—We turn to explore the
conditions under which propaganda is more or less effective. We focus on the effect
of g, the prior probability that the politician is good, which may be reflected in the
politician’s baseline popularity.

COROLLARY 5: Suppose that Assumptions 1 and 2 hold, m > 7, and o« < 0.5.
In the PPO equilibrium,

(i) The receptive voter’s belief in the AR conditional on observing propaganda
and criticism, um(AR Ip = 1,5 = l), is increasing in q..

(ii) The bad R politician’s expected gain from propaganda
E[p(0. = 1|p = 1) — (6. = 1|p = 0)[0. = 0]

is increasing in q..

The first result is a comparative static of the amplification in Corollary 3 and fol-
lows essentially from equation (10). When the politician is more likely to be good
(g higher), propaganda and criticism are less likely in the R but more likely in the
AR and thus increase more the posterior of the AR. Intuitively, when the politician
is more likely to be good, a conspiracy is a more plausible explanation for elite
criticism.

The second result, that propaganda is more valuable for the politician when g, is
higher, follows essentially from equation (11). There are two forces. First, as just
noted, with g, higher, propaganda induces a larger belief change toward the AR.
Second, belief in the AR is better for the politician because in that state he is per-
ceived to be good with a higher g, probability.

An interesting implication of the second result is that as a politician loses pop-
ularity, propaganda becomes less effective in shoring up support. When perceived
competence falls, the conspiracy becomes a relatively less plausible explanation for
elite criticism; and even if it does discredit elite criticism, it does not undo voters’
direct perception of the politician’s incompetence.

Demand for Misbeliefs.—A weakness of our theoretical model is that we take
the demand for misbeliefs as given. To address this, in Supplemental Appendix A.7
we develop a microfounded model of the demand side, which is based on the idea
of motivated beliefs (Brunnermeier and Parker 2005; Bénabou and Tirole 2006). In
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this model, a voter who experiences propaganda becomes aware of the elite conspir-
acy alternative reality and chooses his prior belief g,, in that alternative reality. This
choice is made before the voter updates from propaganda and the elite’s message.
The voter chooses g,, by trading off his subjective expected utility from the election
outcome against a cost of changing his prior. The utility from the election outcome
comes from our microfoundation of voter behavior (Supplemental Appendix A.2).
The cost of changing the prior is a function of the expected posterior belief in the
AR, capturing the idea that beliefs in the AR may impair decisions in other domains.

We show in Proposition 4 in the Supplemental Appendix that our equilibrium is
robust to incorporating the demand for misbeliefs but features an endogenously cho-
sen g,, > 0.'3 We also show that in this equilibrium the predictions of Corollaries
1-5 continue to hold.

D. Evidence

We turn to discuss evidence on the model’s implications, focusing on Corollaries
1-4.

Propaganda Lowers Accountability in Democracies.—A growing body of evi-
dence documents that populism is associated with reduced accountability. Funke,
Schularick, and Trebesch (2023) show that populism reduces GDP per capita and
consumption by 10 percent relative to a plausible nonpopulist benchmark; yet pop-
ulists stay in power for twice as long as nonpopulists. More anecdotally, Donald
Trump won the 2024 US election despite being a convicted felon, while Hungary’s
Orban and Turkey’s Erdogan have stayed in power for extended periods despite evi-
dence that they eroded democratic institutions (Guriev and Treisman 2022).

To our knowledge, existing theories do not explain populism’s association
with reduced accountability. Models of populism, including Acemoglu, Egorov,
and Sonin (2013) and Bellodi et al. (2023), work through the logic that pop-
ulism is a positive signal about the politician and hence cannot easily explain
reduced accountability. Models that do predict reduced accountability do so in
nondemocracies, through the mechanisms of repressing voters or silencing the
media (Egorov and Sonin 2024; Guriev and Treisman 2020). For example, in
Guriev and Treisman (2020), propaganda paints the politician in a false positive
light, and independent media cannot correct this false view because it is silenced.
These mechanisms cannot easily explain reduced accountability in democracies
that have independent media.

Our model explains reduced accountability with Corollary 1, which predicts that
populist propaganda reduces accountability. The reason propaganda works despite
an independent media is that it discredits that media. The mechanism of discred-
iting—a conspiracy theory—is also consistent with evidence: As we discussed in
Section IA, the populist narrative is often centered around an elite conspiracy. We
note that although in this paper we focus on democracies, our mechanism may

13We no longer show that the equilibrium is unique.
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also play a role in autocracies and hybrid regimes, where it can complement other
antimedia strategies, such as censorship and media capture.

Propaganda Inverts the Elite’s Effect on Receptive Voters.—A key fact in con-
temporary US politics is that during 2023, the growing body of critical evidence
against Donald Trump, including four criminal indictments, was accompanied by
an increase in his support among Republican voters (Swan et al. 2023). Since the
indictments were produced by the US legal system, this reaction by the presump-
tive party of law and order is puzzling. It is even more puzzling when compared to
two other salient legal cases against leading politicians. President Richard Nixon,
following the Watergate scandal, and New York mayor Eric Adams, following
his 2024 criminal indictment, both experienced large reductions in popular sup-
port even among supporters of their own party (Franklin 2018; McFadden and
Mays 2024). We are not aware of other formal models that explain why, follow-
ing their legal challenges, support increased for Trump but declined for Nixon
and Adams.

Our model can explain these facts through its inversion and comparative stat-
ics predictions. We first describe how inversion explains the increase in support
for Trump and present supporting evidence, and then describe how the compara-
tive statics explain the opposite pattern for Nixon and Adams. The explanation for
Trump follows directly from Corollary 2, under the assumptions that Trump spreads
propaganda and that Republicans correspond to the model’s receptive voters. Then,
the corollary predicts that the indictments—elite criticism—causally increase
Republicans’ support for Trump.

We present two pieces of evidence that support this causality. First, in Table 2
we show results from a 2023 poll investigating the impact of the indictments on
Trump’s political support (YouGov 2023). Among registered Republicans intending
to vote in the primaries, 41 percent claimed that they would be more likely, and only
4 percent claimed that they would be less likely, to vote for Trump if he was indicted
in the matter of handling classified documents. The effects were large even among
moderate Republicans. Thus, Republicans anticipated that their own support would
increase in response to critical evidence.

But this evidence is about voters’ hypothetical behavior. For evidence on vot-
ers’ actual behavior, we turn to the impact of Republican politicians’ scandals on
campaign contributions. Scandals, diffused by the news media, are an example of
elite criticism, and thus, the logic of our model predicts that—given the presence of
propaganda—they should increase campaign contributions from receptive voters.
To explore this effect, we take Wikipedia’s list of political scandals of Republican
House candidates during 2017-2022 (Wikipedia n.d.) and select the 11 scandals that
are related to sexual misconduct, financial misconduct, election fraud, or violence.
These are issues on which probably most voters and elite members agree, and thus,
they correspond to 6.. We combine-these data with donation data from the Federal
Election Commission (FEC 2024).'4

14We use quarterly data on contributions made by private individuals to the election committees of congres-
sional candidates.
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TABLE 2—IMPACT OF INDICTMENT ON TRUMP’S SUPPORT BY REPUBLICANS INTENDING
TO VOTE IN PRIMARY

All Moderate Conservative
More likely to vote for him 41% 24% 44%
Less likely to vote for him 4% 13% 3%
Not affect whether you vote for him 55% 63% 53%
Observations 488 80 408

Source: CBS News poll between June 7 and 10, 2023 (YouGov 2023).

TABLE 3—IMPACT OF SCANDALS ON CONTRIBUTIONS FROM TRUMP-SUPPORTER
AND OTHER DONORS

Trump donors Trump donors Other donors
Share Amount (1,000s of dollars)
Scandal 0.075 20.35 —9.86
(0.009) (9.88) (16.59)
Representative and quarter fixed effects Yes Yes Yes
Control mean 0.065 16.06 119.0
Observations 3,393 4,382 4,382

Notes: Observations are House representative by quarter cells. Representatives with a
scandal during 2017-2022 are in the sample in a one-year window around their scandal.
Representatives without a scandal are in the sample in all quarters in which they were in office
during 2017-2022. Scandal is 1 for representatives who have a scandal in the quarters after
the scandal. Column 1 is restricted to observations with nonzero total donations. In column 1,
the dependent variable is the share of donations from Trump supporters; in columns 2 and 3, it
is the volume of donations from Trump supporters and from other Republicans, respectively.
Standard errors are clustered by state.

We estimate difference-in-differences regressions of the effect of a scandal on
donations that come from Trump supporters and from other donors. We define
Trump supporters as individuals who donated to the Make America Great Again
PAC in the 2020 election campaign. Our control group includes donations to
other Republican House candidates in the same period. Table 3 reports the results.
Column 1 shows that relative to a control mean of 6.5 percent, the share of dona-
tions coming from Trump-supporter donors increased after the scandal by a signif-
icant 7.5 percentage points. Columns 2 and 3 show that this increase was largely
driven by a significant increase in Trump-supporters’ donations of about $20,000
per quarter, with no significant change in other donors’ donations. We conclude
that the evidence supports the causal link between elite criticism and political
views predicted by our model.'?

15 A possible alternative explanation is that the scandal increased election competitiveness, and competitiveness
affected donations. Two pieces of evidence speak against this. First, as Table 3 shows, the effect is concentrated
among Trump supporters, and it is not clear why they should care more about the election. Second, in Supplemental
Appendix B we show that when competitiveness increases because of redistricting, there is no analogous impact
on donations.
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FIGURE 1. SHARE OF REPUBLICANS WHO BELIEVE THAT BIDEN LEGITIMATELY WON IN 2020

Notes: Vertical lines indicate dates of indictments against Donald Trump in 2023: (i) on March 30 for falsifying
business records, (ii) on June 8 for mishandling of classified documents, and (iii) on August 1 for attempting to
overturn the 2020 US presidential election.

Source: Nine CNN opinion polls conducted by SSRS between January 2021 and August 2023 (SSRS 2023).

Beyond predicting that elite criticism should increase Republicans’ support
for Trump, the model also predicts the underlying mechanism: that elite criticism
should increase Republicans’ beliefs in the alternative reality. This prediction is
consistent with survey evidence we present in Figure 1, which plots, over time,
the share of Republican-leaning voters who believe that Biden legitimately won
the 2020 presidential election. The share steadily increases during 2021 and 2022
but sharply drops in the summer of 2023, exactly around the time of the first three
Trump indictments. That is, as predicted by the model, beliefs in the conspiracy
theory that the 2020 election was stolen (AR beliefs) increased precisely at the time
of the indictments (elite criticism). Although this evidence does not conclusively
prove that the indictments caused the increase in misbeliefs, the sharp change in the
absence of other salient events is suggestive of causality.

Why did receptive voters respond differently to the elite criticism of Trump than
they did to the elite criticism of Nixon or Adams? Although both Nixon and Adams
attempted to use conspiracy theories to deflect criticism (Shabecoff 1974; Mays
2024), they were unsuccessful. Corollary 4 says that propaganda is only successful
when the cleavage between the politician and the intellectual elite is sufficiently large.
But both Nixon and Adams represented the more educated party—Republicans in the
early 1970s, Democrats today (Kuziemko, Marx, and Naidu 2022)—suggesting that
the cleave between them and the elite was small, making it implausible that the elite
would conspire to remove them from power. We conclude that the model is consistent
with the presence of inversion for Trump and its absence for Nixon and Adams.

Finally, we relate our results on inversion to the research on the “backfire effect”
that corrective information can sometimes lead individuals to more strongly endorse
a misbelief. Early work showed evidence for this backfire effect, but more recent
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research suggests that corrective information is usually somewhat effective in cor-
recting beliefs (Nyhan 2021). Our inversion prediction is different from the backfire
effect: It is not about the impact of corrective information but about the impact of
elite criticism of the politician. Corrective information is often not elite criticism of
the politician. In fact, our model suggests the comparative static that the backfire
effect should be stronger when the salient interpretation of corrective information is
elite criticism of the politician.

Politically Supplied Misbeliefs Are Amplified by Outcomes.—Beliefs in the
alternative reality are surprisingly widespread: For example, as shown in Figure 1,
the overwhelming majority of Republicans believe in the conspiracy theory that
Biden did not legitimately win the 2020 elections. Such widespread misbeliefs
seem difficult to explain purely with propaganda’s ability to move priors. But they
may be easier to explain with Corollary 3, which predicts that realized outcomes
amplify those prior beliefs. We do not have direct evidence on amplification, but
we note that in line with its logic, alternative realities tend to be supplied precisely
in conditions in which they are more consistent with realized outcomes. Returning
to the contexts of Section IA, in the United States, the deep state conspiracy was
supplied around the time of the Trump indictments; in Hungary, the Soros-Brussels
conspiracy to import immigrants was supplied around the time of the European
migrant crisis; in Israel, the judiciary-media conspiracy was supplied around the
time of the legal cases against Netanyahu. In each of these cases, observed out-
comes—indictments, immigration, court cases—were almost inevitable in the alter-
native reality and hence should have strengthened beliefs in that alternative reality.

Propaganda Is Only Used in Divided Societies by Anti-elite Politicians.—
Corollary 4 in combination with Proposition 1 shows that propaganda is only used
if disagreement between the politician and the elite is large, that is, if (i) there is
large division in society and (ii) the politician is on the other side of the elite in
that division. Part (i) highlights a new mechanism that links societal cleavages to
populism. A novelty relative to prior work is that the cleavage need not be about
differences in income, with the elite being the rich, but may be about differences
in cultural values, with the elite being intellectuals. Thus, in the US context, our
model formalizes the narrative that Democrats’ move to the left enabled right-wing
populism (Norris and Inglehart 2019), through the logic that the resulting increase
in cultural disagreement x made the elite conspiracy narrative plausible. Part (ii),
as we noted above, helps explain the presence of inversion under Trump and its
absence under Nixon and Adams, through the logic that the latter politicians rep-
resented pro-elite parties.

III. Applications

We turn to develop two applications of our model: endogenizing the conspira-
torial nature of the alternative reality and studying the impact of populism on gov-
ernment policy. In each application, we introduce additional assumptions to capture
new features of the environment but do not change our fundamental assumptions
concerning the alternative realities.
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A. Endogenizing the Conspiracy Theory

In our basic model, the AR features a conspiracy only by assumption. Moreover,
for our qualitative results, this assumption is not strictly necessary: We could obtain
our qualitative results in a model without a conspiracy, in which in the AR the elite
has a lower cost of lying. Thus, incorporating a conspiracy into the model may seem
superfluous. Here, we argue that conspiracy theories are in fact a natural implica-
tion of our framework, justifying our approach and helping to explain prevalence of
political conspiracy theories.

The basic insight we develop here is that the elite conspiracy solves a collective
action problem. This problem arises because a lie about the politician’s compe-
tence by any given elite member benefits every other elite member since they all
benefit from lower support for the politician. The ability to coordinate allows these
externalities to be internalized, strengthening the incentives to lie. As a result, the
conspiracy-based alternative reality can explain away a wider range of criticism:
even credible evidence like an indictment that individual elite members would not,
but collectively the “deep state” might have the incentive to manufacture.

To explore these issues formally, we extend the model to allow for two different
types of alternative realities. In the first, elite members have a lower lying cost but
do not have the ability to coordinate; in the second, they also have the ability to
coordinate. In addition, we introduce a variable that measures the credibility of the
evidence the elite provides in support of its message: a publicly known fabrication
cost that each elite member has to pay in order to send a false message.

Model.—Modeling the lying-cost alternative reality requires that each elite mem-
ber has some individual-level incentives to manipulate. We thus assume that the
elite consists of a finite number of members N, and each of them accesses a mass
1 /N of voters. We further assume that there is a noninfinitesimal lying cost x, which
can be written as the sum of a fabrication cost xand an integrity or honor cost xj,.
The fabrication cost X is the cost of manufacturing the evidence presented in the
elite’s message—such as videos of intensive care units during COVID-19—which
we assume is known by the voter and cannot be changed by the alternative reality.
The honor cost y; is the private cost to an elite member for telling a lie. In addition,
there is an organizing cost x,, which each elite member has to pay if they conspire.
In the objective reality both x, and X, are prohibitively high so that elite members
do not conspire and tell the truth.

The politician chooses to send propaganda about one of the following two alter-
native realities.

(i) Lying cost AR: In this AR, x, continues to be prohibitively high, but
X» = 0. The cost of sending propaganda to make the voter believe in this
ARisf < f.

(ii) Conspiracy AR: In this AR both y, = 0 and x;, = 0. The cost of send-
ing propaganda to make the voter believe in this AR is f. Since x, = 0, we
assume that in this AR the elite always coordinates if it is in their joint inter-
est, that is, there are no coordination problems.
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We will denote the lying-cost AR by AR1 and the conspiracy AR by AR2. There
are three reality states: 6, € {R,ARI,ARZ} such that the objective probability of
0, = R is 1. If the receptive voter receives propaganda on AR1, his prior of AR1
increases to ¢,,; if he receives propaganda on AR2, his prior of AR2 increases to
q.- His prior of the other possible AR remains zero. The politician in any reality
state can send either AR1 or AR2 propaganda. This is the natural generalization of
our model to the setting with multiple alternative realities.
Since the elite has a finite number of members, average voter beliefs become

Y1y (P.5)

= N ,

where fi; (i), §j) is the average belief among voters influenced by elite member j. We
assume N > 1.
Given the noninfinitesimal lying costs, elite member j’s utility becomes

(12) Uj = (0c— &) - 1= Xp~ Yspy — Xn - Vo=ry 540}
— Xo* 1{!‘),.75AR2} lorganize_/-'

The first term captures the impact of the average voter belief fi. The remaining terms
reflect that the elite must pay a fabrication cost xfor fabricating a lie in all realities,
an honor cost ;, for not telling the truth in R, and an organizing cost x,, for attempt-
ing to organize in R and AR1. Since x, and Y, are prohibitively high, in equilibrium
the last two costs are never paid. The politician’s utility is still given by equation (3),
with fi governing voter beliefs.

PROPOSITION 2: Under Assumptions 1 and 2, if « < 0.5, then, in the following
ranges for Xy, for m large enough, the unique PPO equilibrium is such that

(i) If xy < (1 — 2a)/N, then in reality, the bad politician sends lying-cost
propaganday

(it) If1/N < xy < (1 — 2a), then in reality, the bad politician sends conspir-
acy propaganda;

(iii) If1 < Xy then no politician sends propaganda.

Figure 2 is helpful for understanding the result. The horizontal axis is N, the num-
ber of elite members, and the vertical axis is x, the publicly known fabrication cost.
The first part of the proposition says that for x,low, that is, when the evidence sup-
porting the elite’s message is easy to fabricate, lying-cost propaganda is sufficient.
In this case, the narrative that elite members have “no honor” is sufficient to explain
away the weak evidence. More precisely, because each elite member influences a
share 1/N of voters, each has a nonnegligible gain from manipulating these voters.
Hence, absent an honor cost and given the low fabrication cost, each is willing to fab-
ricate a fake message. This range corresponds to the blue (solid) region in the figure.
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FIGURE 2. ENDOGENOUS AR

The second part of the proposition says that for x;in the middle range, the equi-
librium uses conspiracy propaganda. In this range lying-cost propaganda no longer
works: The individual-level gain to each elite member no longer covers the fabri-
cation cost. But conspiracy propaganda works because if elite members act collec-
tively, then the individual-level gains increase by a factor of N. Intuitively, each elite
member now internalizes that her action benefits all other elite members and thus
has higher-powered incentives to fabricate her message. This is the equilibrium in
the red (vertical stripes) region in Figure 2. Observe that the higher N, that is, the
more fragmented the elite, the wider the range of the conspiracy equilibrium. Since
in practice, N is likely to be large, Proposition 2 suggests that the conspiracy AR is
a likely outcome.

The third part of the proposition says that for x,high, corresponding to the green
(horizontal stripes) region, propaganda is not used. At such a high cost, even a col-
lectively acting elite does not have sufficient incentives to fabricate lies.'¢

Implications and Evidence.—Proposition 2 has three main implications. First, it
predicts that misbeliefs should often feature conspiracy theories. Conspiracy theo-
ries are indeed prevalent (Douglas et al. 2019), and we are not aware of other formal
theories that explain their emergence.

16 A5 illustrated by the white areas between the three regions in Figure 2, the proposition does not cover the
full range of X values. In the intermediate ranges mixed equilibria are possible, which did not seem central to our
message. We also note that the  large condition in the proposition is required by X, rather than uniformly.
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Second, the proposition predicts that increasing the credibility of evidence need
not correct beliefs. This is because the politician can respond to an increase in the
fabrication cost x, by escalating the alternative reality from a lying cost AR to a
conspiracy AR and explain away the more credible evidence with a more powerful
elite.!” Through this logic, alternative realities can resist evidence. Thus, we formal-
ize the argument of Sunstein and Vermeule (2009) that maintaining a conspiracy
theory in the face of contradictory evidence requires an ever-widening conspiracy.

Third, the proposition implies that propaganda—because it often uses a conspir-
acy theory—can lead to distrust in science and the nonadoption of best practices.
This is because the conspiracy narrative makes the elite more powerful in other
domains too, which affects the behavior of the voter in those domains. Once the
voter believes that the elite can conspire, he will suspect that even seemingly credi-
ble elite messages in the health or climate domains may be driven by the elite’s pri-
vate interest. For example, reports about climate change by scientists, which seem
prohibitively expensive to fabricate individually, may be driven by their collective
desire to control the population (Uscinski, Douglas, and Lewandowsky 2017).

This last point helps explain the evidence that misbeliefs under populism go
beyond politics, including Republicans’ attitudes in the health and climate domains.
For example, Allcott et al. (2020) show that under COVID-19, Republicans were less
likely to engage in social distancing; Wallace, Goldsmith-Pinkham, and Schwartz
(2022) show that they had higher excess death rates attributable to COVID-19; and
Hotez (2023) shows the persistence of COVID-19 denialism in the face of credible
evidence. Our model explains these facts through the logic that populism causes dis-
trust in the elites. This is in contrast to prior work that emphasized the causality from
distrust to populism (Bellodi et al. 2023; Guiso et al. 2024). Our chain of causality
suggests that eliminating propaganda should improve trust in science.

B. Government Policy under Conspiratorial Populism

In our second application we explore how conspiratorial populism shapes gov-
ernment policy. This is a fundamental question since much evidence shows that
populism is associated with large economic and noneconomic costs (Guriev and
Papaioannou 2022), which presumably derive from harmful policies. Our model
identifies two mechanisms through which populism leads to harmful policies. First,
there is a direct effect of reduced accountability: Populism enables incompetent,
corrupt, or authoritarian politicians to maintain political power and implement
incompetent, corrupt, or authoritarian policies. Second, on top of this basic effect,
our model predicts that populist politicians will often choose harmful policies purely
to trigger elite criticism and thereby strengthen beliefs in the alternative reality. We
turn to formally develop this second insight.

To incorporate government policy into the model in a simple way, we assume
that the bad politician can set policies that make his bad type more visible to the
elite. Formally, in stage 1, the bad politician, simultaneously with his propaganda
decision, can take an action e € {O, 1}, where e = 1 represents his intent to set

"More generally, and outside our current model, the politician could escalate the scale of the conspiracy theory
by claiming that it involves more actors.
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a bad policy. We assume that e = 1 has vanishingly small cost to the politician.
Although e is not directly observable, it reduces the quality of the policy mix and
thereby increases the probability that the elite’s signal 0, is correct to ' > 7.'8
The key here is that setting ¢ = 1 invites elite criticism.

We make one other substantive departure from the basic model: We assume that
the politician cares more than the elite about the beliefs of receptive voters. Formally,
the politician maximizes

(13) Uy = (0 = 1[p.3) —f - p,

where i is the weighted average of receptive and unreceptive voters’ beliefs with a
new weight o

,a(ec = 1‘ﬁ’§) =a - :urec(ec = l‘ﬁ’§> + (1 - Oé') ) Mun(ec‘§)9

and we will assume that o’ > « by a sufficiently large margin. This assumption
creates a wedge between the incentives of the politician (who weight receptive
voters with o) and those of the elite (who weight receptive voters with «). One
interpretation of this wedge, already suggested before, is that receptive voters incor-
rectly perceive that @ < 0.5, even though the true « is larger. Since the perceived o
governs the incentives of the elite in the AR, this misperception creates the desired
wedge. Another interpretation is that the politician also cares about winning a pri-
mary election and hence overweights the beliefs of his core (receptive) supporters. '
And a third interpretation is that the elite cares disproportionately about some part
of the audience, such as foreigners or donors, who are plausibly less receptive to
propaganda. Under all three interpretations, the wedge allows both the politician
and the conspiring elite to gain from elite criticism.

PROPOSITION 3: Under Assumptions 1 and 2, if o« < 0.5and o' > 1/(1 + §),
then for w large enough and ™' > m, in the unique PPO equilibrium,

(i) All propaganda and message choices are as in Proposition 1;

(ii) The bad politician chooses to set a bad policy (e = 1) if and only if reality
is R and he sends propaganda.

That is, populist propaganda drives bad policies. To see the intuition, first note
that because @ < 0.5, we are in the parameter range of Proposition 1. In this range,
by equation (8), it is a dominant strategy for the elite in the AR to always criticize
the pro-voter politician because among the majority 1 — « of unreceptive voters,
elite criticism reduces voter beliefs. In contrast, as Corollary 2 demonstrated, among

18 Formally, define the realized policy as 0. — ¢e + &, where ¢ is the effectiveness of the politician’s action
and ¢ is a random policy shock. The elite’s signal is é( = 1{9(‘,0e+5>7}, where the 7 threshold is such that
Pr(¢ > 7—1) = mPr(§ >7) = 1 —mandPr(§ > 7+ ¢) = 1 — 7.

19The assumption that the politician’s core supporters are the receptive voters seems realistic in that Republicans
are the voters who believe in the elite conspiracy.
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the minority o of receptive voters, elite criticism increases voter beliefs. Thus, for a
politician who puts a sufficiently large weight on receptive voters, elite criticism is
beneficial. This force induces the politician to take the bad policy action and trigger
criticism.

Implications and Evidence.—The key empirical prediction is that populist poli-
ticians, both because their type is bad and in order to invite elite criticism, choose
harmful policies. Harmful policies are also a prediction in the Acemoglu, Egorov,
and Sonin (2013) model of populism, where populists signal their independence
from the elite using policies that disproportionately harm the elite. The key differ-
ence is that our model does not make any assumption about the nature of the bad
policy and is thus consistent with harmful policies that do not disproportionately
harm the elite.

Because of this difference, our model can help explain the puzzling fact that pop-
ulists, despite their pro-people rhetoric, do not appear to be siding with “the people”:
Their policies seem to hurt the non-elite at least as much as they hurt the elite. Macro
evidence on this comes from Funke, Schularick, and Trebesch (2023), who show not
only that populists reduce GDP per capita but also that they fail to reduce inequality.
Thus, populists seem to cause equal harm to the non-elite and the elite.

Populists also favor specific policies that seem to disproportionately harm the
non-elite. Perhaps the most direct example is corruption. Populism’s erosion of dem-
ocratic institutions (Funke, Schularick, and Trebesch 2023) can enable large-scale
corruption, and indeed, populism is associated with a large increase in executive
corruption (Zhang 2024). In turn, stealing government funds plausibly harms the
most those who rely on government services the most, that is, the non-elite. A sec-
ond example is tariffs, which are commonly used by populists (Funke, Schularick,
and Trebesch 2023), including Donald Trump. Although tariffs do not necessar-
ily hurt the non-elite, there are good reasons why they might: They raise import
prices and induce retaliatory tariffs targeted at the populist’s non-elite supporters.
Consistent with this logic, Fajgelbaum et al. (2019) find in a model-based eval-
uation that the tariffs of the first Trump administration, due to tariff retaliations,
affected tradable sector workers in heavily Republican countries the most negative-
ly.” A third example is climate policy. The Biden administration’s climate bill, the
Inflation Reduction Act, was opposed by Republican representatives and suspended
by President Trump, despite its widely acknowledged benefits for blue-collar work-
ers in Republican-leaning states (Friedman, Plumer, and Stevens 2025).

To our knowledge, this evidence is not explained by prior models. Although our
model does not predict which bad policies get implemented, it is consistent with bad
policies that harm the non-elite as much as they harm the elite and in this sense can
explain the evidence.”! We conclude that the current wave of populism may gener-
ate substantial harm to both the elite and the non-elite.

20Grossman and Helpman (2021) explain populism-induced tariffs in an identity-based model of trade, but in
their model tariffs do not materially harm the non-elite.

21 Neither does our model predict which of its two mechanisms—Ilack of accountability or the desire to trigger
the elite—is responsible for specific policies. But we note that one channel for the second mechanism may be the
populist’s personnel policy. Selecting experts for key policy roles can invite elite praise and should therefore be
avoided, and the selection of nonexperts leads to harmful policies.
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IV. Conclusion

In this paper we built a new model of populism as a conspiracy theory. In our
model, a politician can supply a false alternative reality claiming that members of
the elite conspire to attack him because they disagree with his ideology. We show
that, among voters receptive to it, this alternative reality can discredit the elite’s
truthful message about the politician. In turn, discrediting is beneficial for a “bad”
politician because it enables him to remain in power. Through this logic, our model
explains two previously unexplained facts about populism: the political use of con-
spiratorial narratives and their association with reduced accountability.

A key prediction of the model is that conspiratorial propaganda inverts the effect
of elite criticism among receptive voters, so that elite criticism increases these
voters’ support for the populist. The underlying intuition is that for receptive vot-
ers, the elite’s message is primarily informative about the nature of reality, and
elite criticism is more consistent with the alternative reality. This result explains
Republicans’ increased support for Trump after the indictments. The model also
explains the absence of such an increase for Nixon after Watergate, through the logic
that Nixon did not have sufficient ideological cleavage with the elite to make an
ideology-motivated attack plausible. Another prediction of the model is that beliefs
in the alternative reality tend to strengthen in response to realized outcomes because
the alternative reality was chosen in anticipation of those outcomes. This result helps
explain why beliefs in political conspiracy theories are widespread.

We then developed two applications of the model. In the first, we showed that alter-
native realities often endogenously feature conspiracies in order to better resist evi-
dence. Thus, our model provides a formal explanation for the emergence of political
conspiracy theories. An implication is that increasing the credibility of evidence can
make the alternative reality conspiratorial, which in turn can create distrust in the elite
beyond politics. This result helps explain Republicans’ general distrust in science.

In our second application, we studied government policy under conspiratorial pop-
ulism. We found that populists may set harmful policies that disproportionately harm
the non-elite, both because—given reduced accountability—they can and because
doing so triggers elite criticism. This result helps explain why populism is associ-
ated with economic underperformance without meaningful reductions in inequality,
as well as policy choices such as corruption, tariffs, and anti-environmentalism,
which may disproportionately harm the non-elite. We conclude that our theoretical
results shed light on a number of key facts about populism.

Our model studied the supply side of populism. But much empirical research
shows that populism is more likely to emerge following economic crises (Guriev
and Papaioannou 2022), suggesting that the demand side also plays a role. Building
a psychologically realistic model of the demand side that informs this evidence is an
important topic for future work.

In this paper, we used the framework of a false alternative reality to study populist
ideology. The same framework may be used to study other ideologies as well. One
possible example is nationalism. Aiming to deflect criticism or initiate collective
action, political leaders may demonize the citizens of the other country, an alter-
native reality that captures some elements of nationalism. Modeling this alterna-
tive reality may lead to predictions about the emergence and persistence of conflict,
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based on the idea that nationalistic ideology leads to a misinterpretation of other
countries’ actions. More generally, formalizing other ideologies as strategic alterna-
tive realities is a potentially important avenue for future research.
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