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ABSTRACT

Is the 50-State Strategy Optimal?

by Dan Kovenock and Brian Roberson *

In 2005, the Democratic National Committee adopted the 50-state strategy in
lieu of the strategy of focusing solely on battleground states. The rationale given
for this move is that campaign expenditures are durable outlays that impact
both current and future campaigns. This paper investigates the optimality of the
50-state strategy in a simple dynamic game of campaign resource allocation in
which expenditures act as a form of investment. Neither the 50-state nor the
battleground-states strategy is likely to arise in equilibrium. Instead, parties
employ a modified battleground-states strategy in which they stochastically
target non-battleground states.

Keywords: Political campaigns, dynamic contests, elections, all-pay auction, war of
afttrition

JEL Classification: D72, C7

ZUSAMMENFASSUNG

Ist die 50-Staaten-Strategie optimal?

Im Jahr 2005 fuhrte das Organisationskomitee der Demokratischen Partei die
50-Staaten-Strategie anstelle der alleinigen Fokussierung auf Entscheidungs-
staaten ein. Grund hierfir ist, dass Kampagnenausgaben lang wirkende
Ausgaben sind, welche sowohl laufende als auch zukinftige Wahlkédmpfe
beeinflussen. Der vorliegende Aufsatz untersucht die Optimalitat der 50-
Staaten-Strategie in einem einfachen dynamischen Allokationsspiel von Kam-
pagnemitteln, in welchem Ausgaben eine Form der Investition darstellen. Fur
ein Gleichgewicht sind jedoch weder die Strategie der 50-Staaten noch die der
Entscheidungsstaaten wahrscheinlich. Vielmehr wenden Parteien eine modi-
fizierte Entscheidungsstaaten-Strategie an, im Rahmen derer sie stochastisch
auch auf Nicht-Entscheidungsstaaten abzielen.

* We have benefited from the helpful comments of participants in presentations at the 2008 Annual
Meeting of the American Economic Association, and the 2008 Tournaments, Contests and Relative
Performance Evaluation Conference held at North Carolina State University. Part of this work was
completed while Kovenock was Visiting Professor at the Social Science Research Center Berlin
(WZB). Roberson acknowledges financial support from the Miami University Committee on Faculty
Research and the Farmer School of Business. The authors, of course, remain solely responsible for any
errors or omissions.



1 Introduction

One of the defining attributes of Howard Dean’s |eadership of the Democratic National
Committee (DNC) is the 50-state strategy. In essence, the 50-state strategy commits
campaign resources to all 50 states rather than concentrating on only the swing or bat-
tleground states. This strategy is not without critics. In fact, both the Democratic Con-
gressiona Campaign Committee and the Democratic Senatorial Campaign Committee
openly opposed the 50-state strategy (see Ba (2006), Edsell (2006), Gilgoff(2006)).
Even after the large Democratic gains in the 2006 midterm elections this strategy has
drawn criticism (see Lizza (2006)). This paper utilizes a simple dynamic game of cam-
paign resource allocation to analyze both sides of the controversy surrounding this strat-
egy.

The rationale typically given for the 50-state strategy is that campaign expenditures
are durable outlays which impact not only the current campaign but also strengthen the
party in future campaigns. As stated by Dean in a 2006 e-mail sent to Democrats na-
tionwide,! “our 50-state strategy has aready laid a nationwide foundation for victory
thisyear, in 2008 and beyond.” To illustrate the intuitively appealing logic of this strat-
egy, consider for example arace in which the democratic candidate has little chance of
winning. If current campaign expenditures persist into future campaigns, then commit-
ting resources to such a race may indeed be optimal, even if the candidate goes on to
lose the race, since the expenditure is an investment that will help make that race more
competitive in the future.

Opponents of the 50-state strategy argue that races in which the democratic candi-
date is either a strong favorite or a strong underdog have essentially been decided (won
and lost respectively), and campaign resources will only have an impact, and therefore
should only be committed, in the swing or battleground races (battleground-states strat-
egy). According to this line of reasoning, the 50-state strategy is clearly suboptimal in
aone-shot environment or in the absence of persistent campaign expenditures. Remark-
ably, critics of the strategy appear to argue that the 50-state strategy is suboptimal even
if intertemporal considerations are taken into account. As stated by Rep. Rahm Emanuel
(111.), Chair of the Democratic Congressional Campaign Committee for the 2006 elec-
tion cycle, “The way you build long-term is to succeed short-term.” (Edsell 2006)

1 This emal appears in its entirety on the DNCs website,
www.democrats.org/a/2006/06/50-state_strate_1.php.
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To examineboth sides of the controversy surrounding the 50-state strategy, this paper
utilizes a simple two-period campaign resource allocation game in which campaign
expendituresin thefirst period state contests serve as aform of investment with benefits
that persist into the second period contests. The game has a unique subgame perfect
equilibrium, in which parties employ nondegenerate mixed local strategiesin each state
in each period.

In the second (final) period, subgame equilibria are consistent with a modified
battleground-states strategy in which swing states are hotly contested, but parties stochas-
tically target non-battleground states, each alocating zero resources to a state with a
probability that increases with the strength of the incumbent party in that state and
decreases in the value of the state. Although the investment effect leads to increased
effective stakes for the first period contests, equilibrium first period strategies are still
consistent with a modified battleground-states strategy in which non-battleground states
are stochastically targeted.

Because parties randomize in each state in each period, we may compute an explicit
probability that a 50-state strategy will be followed by either party in either period.
Although, under our assumptions, this probability is non-zero, it will generally be quite
small. We conclude that a 50-state strategy is unlikely to be optimal.

2 Related Literature

This paper extends Snyder’s (1989) static analysis of campaign resource allocation?
to examine the nature of the incentives arising in an intertemporal model of campaign
resource allocation with persistent campaign expenditures that act as a form of invest-
ment. That paper models a static campaign between two political parties competing in
a set of independent, simultaneous, and probabilistic contests (with a contest success
function adapted from Rosen (1986)). Under a probabilistic contest success function,
the party that allocates an effectively higher level of resources in a particular state has
a higher probability of winning that state but does not win with certainty. Within each
period, our formulation of the political campaign resource allocation game differs from
Snyder (1989) in that the competition within each state is assumed to be deterministic.
(More formally, we utilize an all-pay auction contest success function with affine hand-

2 See Robson (2005) and Stromberg (2008) for a closely related games. See also the
early contributions of Brams and Davis (1973,1974) and Colantoni, Levesque, and Or-
deshook (1975).
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icapping.) That is, the party that alocates the effectively higher level of resourcesto a
particular state winsthat state with certainty. Our use of a deterministic success function
is motivated by its analytical appeal and its widespread use in political applicationsin-
cluding the literatures on political lobbying (for a recent example see Polborn (2006)),
political campaigns (see for example Meirowitz (2008)), and redistributive competition
(see for example the literature following Myerson (1993)).

Our result isalso relevant to the theoretical literature on dynamic contests. In the con-
text of acontest, theterm “dynamic” coversawide range of potential approaches. Inthe
single contest environment, dynamic games of sunk investment allowing for simultane-
ous moves have been examined by Harris and Vickers (1987), Budd, Harris and Vickers
(1993), Fudenberg et al. (1983), Klumpp and Polborn (2006), Konrad and Kovenock
(2005, 2006), McAfee (2000) and Agastya and McAfee (2006).2 Most of these papers
examine what in the Harris-Vickers taxonomy of dynamic structures would be called
either a“race” or a “tug-of-war” in which the contestants compete over a single prize.
More closely related to our formulationis Mehlum and M oene (2007) who also examine
a dynamic model with incumbency advantages in which the status of incumbent may
change from period to period depending on the outcome of each period’s contest.* How-
ever, in contrast to this paper, Mehlum and Moene (2007) examine agame in which the
incumbency advantage is exogenous.® In our formulation the incumbency advantage is
endogenously determined by persistent campaign expenditures. In particular, we alow
for a portion of the campaign expenditures in each state to persist into the subsequent
period with a proportional decay. This formulation of persistent campaign expenditures
isreminiscent of therole of advertising as aform of investment in the optimal advertis-

3 In the single contest environment alternating move models of sunk expenditure fol-

lowing and expanding upon the logic of the Shubik (1971) “Dollar Auction Game”
have been examined by O’ Neill (1986), Leininger (1989, 1991), and Demange (1992).
(Closely related is Harris and Vickers (1985) single dimensional alternating move
model of a race.) Multidimensional versions of these types of games have been ex-
amined by Dekel, Jackson, and Wolinsky (2006a,b) and applied to the issue of vote
buying.

4 See also Konrad (2006), Polborn (2006), and Stephan and Ursprung (1998) who ex-
amine modelsinwhich achallenger repeatedly attacks an incumbent until the incumbent
loses, at which point the game ends.

5 That paper also utilizes a probabilistic contest success function and focuses on a
single contest in each period.
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ing literature.® Our paper extends the dynamic simultaneous-move contest literature by
providing an intertemporal contest framework that allowsfor expendituresto be durable
outlays. In this setting we find that in the first period of the model, the incentives arising
from the persistence of contest expenditures induces an extension of the combination
all-pay auction/war of attrition (Hirshleifer and Riley (1978) and Riley (1998)).

Section 3 presents the two-stage intertemporal political campaign resource alloca
tion game. Section 4 characterizes the unique subgame perfect equilibrium of the in-
tertemporal game and explores the properties of the equilibrium in each stage. Section
5 concludes.

3 The Modd

We examine a two-stage intertempora campaign resource allocation game in which in
each staget = 1,2, as in the static analysis of Snyder (1989), two parties, A and B,
simultaneously allocate costly campaign resources across the individual states. There
are n stateswhich areindexed by j = 1,...,n. Each state is won by the party that runs
the most effective campaign. The value of winning the campaign in state j is denoted
by vj. Two possible objectives for the partiesinclude: (1) maximizing the expected sum
of the payoffs from each of the state campaigns and (2) maximizing the probability of
winning a majority of the available payoffs. Due to the fact that with a deterministic
success function and a finite number of states the solution to the majority objective is
still an open question,’ we restrict our attention to the first of these objectives which is
consistent with a proportional system in which the parties share power in proportion to
the value of the states in which they win.

In addition to the set of state valuations {v;}]_,, each state has an incumbent party
with a potential investment advantage that is determined by campaign expenditures in
the prior period. Let .4 denote the set of states in which party i is the incumbent in
period t. The investment advantage is modeled as a head-start advantage. Let atj >0

6 To the best of our knowledge this literature originates with Nerlove and Arrow
(1962). For a survey see Feichtinger, Hartl, and Sethi (1994). For a recent application

see Marinelli (2007).
7 See for example Szentes and Rosenthal (2003) which examines the all-pay auction

by committee problem with a super-majority rule which requires a player towinn—1
of n contests each with equal value. See also Van Cayseele, Deneckere, and de Vries
(2001) which examines a version of this game which requires unanimity.
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denote the head-start advantage in state j in period t; atj represents the number of units
of the campaign resource that the challenging party in state j must spend in period t
in order to make voters indifferent between the two parties when the incumbent party
spends zero units of the resourcein state j in periodt.

The state of the campaign game, denoted by S!, is given by the stage t and the in-
vestment advantage and identity of the incumbent party in each of the n states: S' =
{t,{&}})_1, {4 }icfap}}- In period 2 theinvestment advantege s afunction of the two
parties’ period 1 campaign expenditures. Figure 1 illustrates the investment advantage
dynamics. Let | denote the incumbent party and C the challenging party in state j in
period t. If the incumbent party allocates th,| resources to campaigning in state j in
period t, then the incumbent’s effective campaign expenditure in state j is xtjl/I + atj. If
the challenging party allocates th,c resources to campaigning in state j in periodt, then
the challenger’s effective campaign expenditure in state j is th,c- Each state is won by
the party that runs the most effective campaign. Thus, the incumbent party | wins the
campaignin state j in period 1 if

1 1 1
Xj1taj = Xjc.

In this case, the party that isthe state j incumbent in period 1 will remain the incumbent
in period 2, and the investment effect in period 2 is defined as a proportion of the dif-
ference between the incumbent’s expenditure in state j in period 1 minus the effective
expenditure of the challenger,

aJZ = p(XJlJ +a:}' _X}7C)
where p € (0, 1] is the constant per period rate of decay of prior period's effective ex-
penditures. Similarly, the incumbent party | loses the campaign in state j in period 1
if

Xj ) +aj < Xjc-
In this case, the party that is the state j challenger in period 1 will become the incum-
bent in period 2, and the investment effect in period 2 is defined as a proportion of the
difference in the effective expendituresin state j in period 1,

2 1 1 1
aj = p(Xjc —Xj1 —aj)

where again p isthe constant per period rate of decay of prior period’s effective expen-
ditures.



[Insert Figure 1]

Although we have assumed that the investment advantage is a linear handicap, this
type of effectiveness advantage dates back to Lein (1990) and is frequently used in the
literature on unfair contests (see for instance: Clark and Riis (2000), Konrad (2002),
Meirowitz (2008), Polborn (2006), and Sahuguet and Persico (2006)). In order to high-
light the basic incentives driving the campaign investment dynamics, we have also ab-
stracted from any additional sources of incumbency advantage.

The parties maximize the sum of the discounted payoffs across the two periods,
where 6 € (0,1) denotes the common discount factor employed by the two parties. The
payoff in a given period is the expected sum of the values of the states won net of the
expected campaign expenditures. In maximizing the intertemporal payoffs, the parties
take into account that the first period’'s expenditures are durable outlays which generate
the investment effect described above. Our focus on two periods is motivated by two
factors. First is the observation that on average the national committee chairs of both
of the major political parties serve for two election cycles.® Throughout its history the
DNC has only had 7, out of atotal of 50, chairs who served for more than 4 years.®
The Republican National Committee has only had 3, out of atotal of 62, chairs serve
for more than 4 years.’? Given the short tenure of most national committee chairs this
seems like a reasonable modeling choice. Second, our two-period model is the simplest
possible setup that allows us to examine how the persistence of campaign expenditures
changes the nature of campaign resource allocation.!

We characterize the unique subgame perfect equilibrium of the two-stage game. The
equilibrium behavior strategy profiles require non-degenerate randomization at each
stage. A local strategy, which we label a campaign resource schedule for party i, is

8 The average tenure for the Republican National Committee Chair is 3.02 years and
for the Democratic National Committee Chair is 3.40 years.

9 Thelast one was Robert S. Strauss who served from 1972 to 1977.
10 The last one was Marcus A. Hanna who served from 1896 to 1904.
11 While not usually given as an argument for the 50-states strategy, our analysis also
abstracts from the issue of endogenous budget constraints. It is important to note that
the results of the one-shot game remain largely unchanged if the objective of each party
isto maximize the sum of the payoffsfrom each of the state campaigns subject to a bud-
get constraint. (See for example Kovenock and Roberson (2008), Kvasov (2007), and
Roberson (2006) who examine the role of budget constraints in simultaneous contests.)
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a set of cumulative distribution functions, {th7i}?:1’ one distribution function for each
state j, which depends on the state St. The only restriction that is placed on the set of
feasible strategies is that each state must receive a nonnegative amount of campaign
resources.

We make the following assumptions on the rate of decay p, the discount factor &,
and the initial state of the game S.

Assumption 1 InSt, aj < v; for all states j.

Assumption 1 rules out cases in which theinitial incumbency advantagesin one or more
of the states are so large that the challenger optimally drops out of the race in period 1.

Assumption 2 Therate of decay p and the discount factor & satisfy 15 > p.

Assumption 2 rules out casesin which it is optimal for the incumbent to make a period
1 campaign expenditure that is so large that the resulting period 2 investment advantage
induces the challenger to drop out of the race in period 2.

4 Optimal Strategies

We begin our analysis in the final stage and move back through the game tree. The
period 2 equilibrium campaign resource schedules are given in Theorem 1. We intialy
restrict our attention to the case in which aJ2 < vj for dl states j, and then show that
given Assumption 2, this holds in the unique subgame perfect equilibrium.

Theorem 1 In period 2 with state of the game S? such that a% < v; for all j, the unique
subgame Nash equilibrium is for each party i to choose the following campaign resource
schedules: for each state j in which party i is the incumbent party

2 af | x 2
Fii)= vty X€ [O,vj—aj}

and for each state j in which party i is the challenging party
a 2
Fi00=4"% "° [o’za">
V_j X & |:aJ,VJ:|

In equilibrium, party A’s period 2 payoff is Zje%\z aJ2 and party B’s period 2 payoff

i 2
IS Ejee/@zaj.
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See Konrad (2002) for adiscussion of the single state case of Theorem 1. The proof
of uniqueness follows from Baye, Kovenock, and De Vries (1996).

The equilibrium strategies given in Theorem 1 appear to conform to the standard
short-run electoral gains arguments against the 50-state strategy. In each state both the
advantaged and disadvantaged partiesrationally forgo all ocating resources with positive
probability (aj/v;j) and the more advantaged or disadvantaged a party isin a given state
the morelikely that party isto forgo alocating resourcesto that state. Thisis essentialy
a stochastic guerilla warfare strategy. The challenger has incentive to concede the state
and allocate zero resources with positive probability. However, when the challenger
contests the state he randomizes over the same effective support as the incumbent. Con-
versely, the incumbent knowing that the challenger will concede the state with positive
probability, optimally chooses to leave the state undefended (allocate zero resources)
with positive probability and to rely only on the built-up investment advantage.

Observethat each party’s period 2 payoff depends critically on the outcomein period
1. In particular, each party only receives a positive expected payoff from the states in
which the party is the incumbent and carries over a positive investment advantage from
period 1. In the states in which a party is the challenger, the expected payoff is zero.
Additionally, for the incumbent the expected payoff is exactly equal to the built-up
investment advantage.

We now solve for the subgame perfect equilibrium local strategiesin thefirst period,
which are unique for a given initia state S*.

Theorem 2 Suppose Assumptions 1 and 2 hold. In the unique subgame perfect equi-
librium local strategies in the first period each party i chooses the following campaign
resource schedules:

For each state j in which party i is the incumbent party

1 1
oo (L ) (1 g% Vi 1=9p
FJ’I<X)_Vj+<5P v 1—e Vi xe |0, 6p|n o0

and for each state j in which party i is the challenging party

FL.x)={ .1 1 3p (x_al
Eii 3] 19 —v; (x-2)) Lal— Jiin [ 1%,
W*(%‘W) (1_6 | Bl A
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In equilibrium, party A’s total payoff is 3. ;1 a7 + (a})?(8p/v;)] and party B’s total
payoff is ;. ,1[aj + (a})%(8p/vj)].

Proof For the proof that these strategies form the unique first-stage local strategies of a
subgame perfect equilibrium, we begin by establishing the payoffs that result from fol-
lowing the equilibrium strategiesin each period. Then, applying the one-stage-deviation
principle for finite horizon games, we move on to the examination of deviations from
the supports of the equilibrium strategiesin period 1, given the (unique) induced equi-
librium strategies in period 2. The proof of uniqueness of the first-stage strategies is
given in the appendix. Let 7t denote the payoff to player i in period t.

Suppose that in period 1 and state St player i uses the equilibrium strategy. We show
that if player —i uses any pure strategy x*;|S* in period 1 that is contained in his equi-
librium support, then the expected payoff to player —i for the two-period intertemporal
gameis

E(nl)+8E(x2) = ¥ [aj+(@})?(8p/vy)).
jest

From Theorem 1 we know that in each state j the period 2 payoff is O for the chal-
lenger and aJ2 for the incumbent. It follows directly that the payoff from winning state j
in period 1 isequal to the value of state j plus the discounted expected value from being
the incumbent in state j in period 2, vj+ 6 {aﬂ , Where aJ2 is the induced investment
advantage carried over from thefirst period.

Suppose player A follows his equilibrium strategy in period 1 and that both players
conform to their equilibrium strategiesin period 2 given the resulting state S2. If player
B uses any pure strategy contained in the support of the period 1 equilibrium local
strategy, the expected payoff to player B in the intertemporal gameis

E () + O (n) =
jep [0+ 8 ()] ELA O + Sy i [ 7 [+ 6 (a8) L ()|

+ i i Vi+8 () |Fia@+Z0 4 [fg e vi+8 (a2) | dFja (XJ{A)}

The first two summands on the right-hand side of this equation represent party B's ex-
pected winningsin the statesin which party B isintially theincumbent, while the second
two summands represent party B’s expected winnings from statesin which B isinitially
the challenger. The fina term is the total cost of party B's campaign expenditures in
period 1.
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If party B isinitially theincumbent in state j, j € 45!, and party B winsthe campaign
in period 1 then the investment advantage that party B enjoys in period 2 is given by
a5 =p(x}g+aj—xj,). Similarly,if party Bisinitially thechallenger in state j, j ¢ .4,
and party B wins the campaign in period 1, then the investment advantage that party B
enjoysin period 2 isgiven by a = p(xj g — X} o —aj).

Inserting these two expressions, equatl on (2) may now be written as

E () + 5E (nd)) =
B+ 80 (o +al)Eda (o +af) - el
FEje il —8pxdEL, () @3
+Zjesalvi+6p (X a}))Fle (Xj,B _a':j!-) — X g]
+Zje s [fX}B 5PX Adﬁ:jL,A (X}7A)]

Inserting in the equilibrium distributionsfor f}A( -)and FJ{A(-) from (1) and simplifying
yieldsE (n§) + 8E(n) = X salaj +(af)*(8p/vj)]-

To complete the proof of the theorem, we now show that neither player can increase
his expected payoff by unilaterally deviating to an expenditure off of the equilibrium
support (given in (1)) in period 1, given the resulting subgame equilibrium arising in
period 2.

To demonstrate this, we break down the examination of potential deviationsinto two
parts: (i) deviations above the upper bound of the support that are small enough that
the period 1 margin of victory does not induce the challenger to drop out of the race in
period 2, and (ii) deviations above the upper bound that are sufficiently large that the
challenger isinduced to drop out in period 2.

We begin with case (i). In order for the chalenger to not drop out of the race in
period 2, it must be the that aj2 < Vj. (Note that if S! satisfies assumptions 1 and 2
and both players are following the equilibrium strategy in period 1 then aJ2 < Vvj with
certainty.1?) Thus, in case (i) the relevant payoff to check is given by equation (3).

From (3) it follows that in any state j in which party i is the incumbent in period 1
player i's expected payoff in state j from using any pure strategy x |St contained in the

12 In particular, if both players are following the equilibrium strategy then the maximal
vaue of the period 2 investment advantage, denoted a2, occurs at the point at which
the period 1 challenger alocates zero resources and the incumbent allocates an amount
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support of the equilibrium strategy in period 1 is
Ej(m") + 86Ej(nf) = [(vj+ 8p (x}; +af) )E] i (x}; +af) —xj]

xjit] 1 1 1
+[/al —8pxj idEj i (xj_i)] (4
]
For the incumbent the support of the equilibrium strategy is given by
1
[0,—(vj/(6p))INn((1—6p)/(1— %))]. If player i chooses a pure strategy above the

Ve
upper bound of the support of the eqjui librium strategy in some state j (and this strategy
resultsin a% < vj) then FT ;(x}; +aj) = 1 and from (4) player i's expected payoff in
state j isless than aj + (a})?(6p/vj), i.e., the payoff from not deviating from the sup-
port. A similar result appliesto statesin which party i isthe challenger, establishing that
no player i has an incentive to deviate from the support of the equilibrium strategy if the
deviation does not induce the period 2 challenger to drop out of the race.

In case (ii), the margin of victory in period 1 islarge enough (this condition is given
by aJ2 > vj) that the challenger drops out of the race in period 2. We will now show
that this caseisruled out if St satisfies Assumption 1 and Assumption 2 holds. Observe
that if player i isthe incumbent and winsin period 1 then a3 = p(x}; —x} _;+a}) and
aj2 > vj implies that X:jL,i > % —|—x}77i — a}. At a minimum, for the margin of victory to
satisfy the conditions for case (ii) it must be that x}; > 2 —al.

The payoff to theincumbent from choosing a pure strategy in period 1 which induces
the challenger to drop out of the race in period 2 is equal to the value of winning the
state in period 1 plus the discounted value of winning the state in period 2 minus the
period 1 expenditurev;+ovj — le,i . For thisto be aprofitable strategy it must be the case
that this payoff is greater than the equilibrium payoff in this state aj + (a})*(8p/vj).
As previously noted, for the margin of victory to satisfy case (ii) it must at least be the
case that x}; > Y% aj. The following condition rules out the possibility that any case

p
(ii) deviation is profitable:

v
vj+5vj—Ej+a}ga}+(a})2(5p/vj) (5)

equal to the upper bound,

but from assumption 2 it follows that a% < v;.
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Clearly this condition holds under Assumption 2 (1%5 > p). A similar result appliesin
the case that player i isthe challenger in period 1.

This completes the proof that the strategies given in Theorem 2 form a subgame
perfect equilibrium. The proof of uniquenessis givenin the appendix. 0O

The intuition for Theorem 2 is straightforward. In period 1 each party’s resource
allocation impacts not only the current campaign but also the subsequent campaign.
The strategic differences between periods 1 and 2 may be interpreted as reflecting the
differences between midterm and presidential el ection cycles. In this context, the period
1 strategy coincides with a midterm campaign strategy that uses current expenditures
to make an investment in the upcoming presidential campaign. Similarly, the period 2
strategy may be interpreted as a presidential campaign strategy of cashing-in on the
built-up investment advantages. Clearly, these additional strategic considerations result
in discrepancies between optimal short- and long-run campaign strategies.

More formally, the strategic difference between periods 1 and 2 corresponds directly
to the difference between the all-pay auction and the combination all-pay auction/war
of attrition. In the all-pay auction, each bidder submits a bid, the high bid wins, and all
bids are forfeited. The combination all-pay auction/war of attrition differs in that the
bidders care not only about winning but also the margin of victory. In particular, for
a two-player combination all-pay auction/war of attrition with a common prize worth
v > 0 the payoff function for each player i is given by

V—Xi+B(Xi—x_i) ifxi>x_;>0
Uj (X1,X2) = § —Xi ifx_i>x; >0

5 = Xi ifXi=x_j>0

The equilibrium strategiesin period 1 correspond directly to an extension of the combi-
nation all-pay auction/war of attrition, examined earlier by Hirshleifer and Riley (1978)
and Riley (1998), to allow for discrimination, in the form a head-start advantage, on
the part of the auctioneer. Thus, in period 1, or the midterm election cycle, the parties
take into account the margin of victory and itsimpact on the build up of the investment
advantages. The equilibrium strategy in period 2 corresponds directly to an all-pay auc-
tion with discrimination in the form of a head-start advantage, as analyzed by Konrad
(2002). Thus, in period 2, or the presidential election cycle, the parties do not take into
account the margin of victory, but instead cash-in on the built-up investment advantages.
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4.1 Discussion

Given Theorems 1 and 2 we now examine the qualitative nature of the equilibrium
campaign resource schedules and the optimality of the 50-state strategy. Proposition 1
examines the effects that contest asymmetry and the value of the state have on both
parties expected expenditures.

Proposition 1 In each period and in each state, the equilibrium expected expenditures
of the incumbent and challenger are both increasing in the value of the state (v;) and
decreasing in the investment advantage (atj).

The period 1 expected expenditure in state j for the incumbent B (x), calculated as

i
o=l
Eﬁi(x) = Jo xdFj;,is

1-6p dpa;

Spal
R §
1 v

Vi
EE}J(X) = (52;)2) (1—8p)In
It follows directly that the incumbent’s expected expenditure is increasing in the value
of the state v; (d EE;_(X) /dvj > 0) and decreasing in size of the investment advantage
I

aj (dE.1 (x)/da} < 0). Note that as the investment advantage a} decreases the race
in state j becomes more symmetric. That is, as the race becomes more symmetric the
incumbent’s expected expenditure increases.

For the challenger, the period 1 expected expenditures in state j, EE}i (x), are given
by, ’

Vj —dpaj 1-68p Spat 2
_ ] _ J — _ ]
EE}J(X) = (62p2> (1-6p) v +1In e al +6p ( v ) :

As with the incumbent, the challenger’s expected expenditure is decreasing in the in-
vestment advantage (dEE}i(X) /daJl < 0) and increasing in the value vj of the state
(dEgs,(0)/dvj > 0). ’

For any given value of 6p which satisfies Assumption 2 representative i so-expected
expenditures for the incumbent and the chalenger are given in Figure 2 below. The
combinations of (vj, ajl) that satisfy Assumption 1 lie below the 45° line. The solid lines
correspond to level curves of expected expenditures, which are increasing as you move
southwest from any (vj,a7) € R%, which satisfies Assumption 1.
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[Insert Figure 2]

The period 2 expected expenditure in state j for the incumbent is Efz__(X) = (vJ2 —
Kl

(a%)%)/(2vj), and the period 2 expected expenditure in state j for the challenger is
Eez, (x) = (vj —a$)?/(2vj). Clearly, both of these expressions are also increasing in
vj and decreasing™ in aZ.

Proposition 2 examines the optimality of the 50-state strategy. Recall that the basic
argument for the 50-state strategy isthat campaign expenditures are durabl e outlays that
build the party up for future campaigns and, thus, strictly positive levels of campaign re-
sources should be allocated to each of the states. Conversely, the basic argument against
the 50-state strategy is that “the way you build long-term is to succeed short-term” and
short-term success requires that you focus on the battleground states.

Since equilibrium in our model requires randomization at each stage, we may com-
pare the likelihood that a party chooses the 50-state strategy in the case that campaign
expenditures are durable outlays (period 1) and in the case that they are not durable
outlays (period 2).

Proposition 2 Regardless of whether or not campaign expenditures are durable out-

t
lays, the likelihood that a party chooses the 50-state strategy is equal to 1‘['}:1 (1 — 3—:)
fort=12

In each state both advantaged and disadvantaged parties may rationally forgo allocating
resources to a state with positive probability. The likelihood that a party forgoes allo-
cating campaign resources to a state is increasing in its advantage, or disadvantage, in
that state. That is the battleground states, in which the parties' are the most symmetric,
are the most likely to receive a positive level of resources. Since the randomization em-
ployed by aparty in itsequilibrium strategy isindependent across states, the probability
of employing a 50-state strategy is simply the product of the respective probabilities of
allocating a positive level of the resource to each state j. The probability that each party
alocates a positive level of the resource to state j is (1— (aj/V})) for t = 1,2. Thus,
if parties behave strategically and optimize given the behavior of their rival, a 50-state
strategy is a seemingly unlikely outcome.

13 Note that Assumption 2 implies that a5 < vj with certainty in any equilibrium real-
ization of 3.
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To summarize, equilibrium expected expenditures for both parties are increasing in
the value of a state and decreasing in theincumbent head-start advantage. The incidence
of zero expenditureisidentical for both parties, increasing in theincumbency advantage,
and decreasing in the value of the state. States with no incumbency advantage receive
positive allocations with certainty from both parties regardless of the value of the state.

These predictions appear to be consistent with evidence appearing in Figure 1 and
Table 3 of Stromberg (2008), which provide data on the parties presidential and vice
presidential candidates’ post-convention campaign visits during the 2000 and 2004 el ec-
tions. As noted by Stromberg, and also predicted by our model, large states with close
forecasted vote sharestend to receive alarger number of campaign visits by both parties.
Smaller states in which the parties are close in vote share are likely to obtain a smaller,
but positive, number of campaign visits from the two parties. Moreover, the data show
that, in both election campaigns, states with large forecasted vote share differences were
quite likely to receive zero campaign visits by both parties and that severa states were
visited by one party but not the other.** These data appear inconsistent with the model
examined by Stromberg, who assumes an interior equilibrium in each state in which
the parties expend identical positive levels of the resource within the state.®> However,
the data appear consistent with our model, in which parties allocate zero resources to
a state with positive probability (unless the two parties contest the state symmetrically)
and, due to the equilibrium mixed strategies, generally alocate different levels of the
resource to a given state.

5 Conclusion

The standard argument for the 50-state strategy is that campaign expenditures consti-
tute a long-run investment that will build up the party for future election cycles. This
paper examines the optimality of this strategy in a ssmple intertemporal model of po-
litical campaign resource allocation with persistent campaign expenditures. The equi-

14 In the 2000 elections, 24 states received no post-convention visits by both parties
candidates and two states received no visits by one party’s candidates. In the 2004 elec-
tions, 20 states received no post-convention visits by both parties candidates and 13
states received no visits by only one party’s candidates.

15 stromberg (2008) claimsthat in hismodel auniqueinterior pure strategy equilibrium
always exists. However, it is easily verified that thisis not the case for sufficiently small
variance of his state and national popularity parameters.
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librium in period 2 illustrates the standard short-run gains arguments against the 50-
state strategy. Each party plays a modified battleground-states strategy in which they
stochastically forgo allocating resources to states in which they are either advantaged or
disadvantaged and more highly contest the battleground states. In the first period, par-
ties optimally utilize the persistence of campaign expenditures to invest in the period 2
campaign, at which time built-up investment advantages are cashed-in. However, even
in period 1 the basic structure of the modified battleground-states strategy arises. That
is, even with persistent campaign expenditures, the short-term electoral gains from fo-
cusing (stochastically) on the battleground states outweigh the long-term party building
gainsfrominvesting in al of the states.

Appendix

The following lemmas establish the uniqueness of the period 1 subgame perfect equi-
librium campaign resource allocation schedules for a} > 0.1 Let f} denote the incum-
bent’s period 1 campaign resource allocation schedule in state j and let 55 and s;
denote the upper and lower bounds, respectively, of the support of f}. Let E}, Sjc, and
sjc besimilarly defined for the challenger.

The first two lemmas characterize the necessary conditions that arise in al of the
possible configurations of the lower bound of the supports.

Lemma (A.1) If s;c <'s;,+aj then (1) E] is constant over the half-open interval
(0,85, +2j], (2) sjc =0, (3) E}(0) > 0,and (4) s;, = 0.

Proof Recall that in period 1 when the incumbent spends s; | in state j the effective
expenditure is s | + aj. Suppose there exists an equilibrium in which s; ¢ <'s; | +aj.
For any campaign expenditure at or below s; | + a} the challenger loses in state j with
certainty. Furthermore, the period 2 payoff is zero in any state which was lost in period
1. Thus, it is suboptimal for the challenger to choose any period 1 expenditure in the
half-open interval (0, s; | + a}] , wheres; | + a} isincluded due to the tie-breaking rule.

To demonstrate (2) and (3) note that if ;¢ < 's;; + ajl, then E}(O) > 0 since Ejl is
constant over (0,s; | +aj].

To prove (4) note that Ejl is constant over the half-open interval (0,s; | + a}]. Thus,
if s;, > O theincumbent can increase his payoff by settings;; =0. O

16 See Riley (1998) for the uniqueness argument with no head-start.
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Lemma (A.2) If sjc > s +aj then (1) s, =0, (2) f}(O) >0, (3) sjc = aj, and (4)
Fi(a}) =o0.

Proof Supposesjc > s+ ajl. For any campaign expenditure below s; ¢ — aJ1 the in-
cumbent loses in state j with certainty. As previously noted, the period 2 payoff is zero
in any state which was lost in period 1. Thus, it is suboptimal for the incumbent to
choose any period 1 expenditurein theinterval (0,s;c — ajl).

For (1) and (2), notethat if s;¢ >s;, +al, thens;; = 0 and F(0) > 0, since F is
constant over (0,s; ¢ —aj).

For (3), f} isconstant over theinterval (0,s; c — a}). Thus,ifsjc > ajl the challenger
can increase his payoff by slightly lowering s; - towards a}.

For (4), note that with any campaign expenditure at or below a} the challenger loses

with certainty. Thus, it is suboptimal for the challenger to place positive masson a}. O

Lemmas (A.1) and (A.2) provide the only two possible cases. The remaining parts
of the proof establish that it must be Lemma (A.1) that applies, s; ¢ <s;; + ajl, and that
in this case there is a unique equilibrium.

In the following lemmas we will restrict our attention to the case that the incumbent
does not choose aperiod 1 pure strategy that islarge enough that the period 1 challenger
not only loses in period 1 but also drops out of the period 2 race. Earlier argumentsin
the proof of Theorem 2 showed that Assumption 2 rules out the optimality of any such
strategies.

Lemma (A.3)5j1 =Sjc —aj.

Proof Suppose that the incumbent chooses to spend xj, > Sjc —af in state j. From
equation (2), the incumbent’s expected payoff in state j is

Vj+8p (x], +aj) — SpEes(X) - X

Since §p < 1, inany equilibrium the incumbent setsSj | <Sjc —a}.

Similarly, suppose that the challenger chooses to spend x} . > §j +aj in state j.
From equation (2), the challenger’s expected payoff in state j is

Vj+8p (Xjc —aj) — 6pEqt (X) —Xj¢
J
Since §p < 1, in any equilibrium the challenger setssjc <5j +aj. O

Lemma (A.4) Neither player i =C, | places positive mass on any strictly positive point
in the support of their campaign resource allocation schedule.
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Lemma (A.4) followsdirectly from Lemmalin Riley (1998).

Lemma (A.5) Ejl is strictly increasing over [a},§j7c] and f} is strictly increasing over
(0,5“].

Proof By way of contradiction, suppose that there exists an equilibrium in which E}
is constant over the interval [a, B) C [a},éj,c] and strictly increasing above f3 in its
support. For thisto be an equilibrium, it must be the case that E} is also constant over
the interval [o — ajl, B— ajl). Otherwise, the incumbent could increase his payoff.

If ﬁ}(a —a}) = ﬁ}(ﬁ —af), then for any & > 0 spending 8 + ¢ in state j cannot be
optimal for the challenger. Indeed, from Lemma (A.4) discretely reducing expenditure
from 3 + € to o + € would strictly increase the challenger’s payoff. Consequently, if E}
is constant over [a, B) it is constant over [oajl, Sj.cl, acontradiction to the definition s c.
O

The following two lemmas utilize the following properties of the equilibrium ex-
pected payoffs. Recall that for the incumbent the expected payoff in state j from using
any pure strategy x},, contained in the support of the equilibrium strategy in period 1 is

Ej(m') + 88 () = [(vj+8p (xj, +a]) )T (xj, +aj) —xj]
1

X“—l—aJ 1 171
+ [/al —0pxjcdEj (xjc)l (6)
]
Equilibrium payoffs must be attained over the support of theincumbent’s strategy. From
Lemmas A.4 and A.5, the players randomize continuously on the intervals [a}, Sjc] and
(0,5j,1], respectively. Thus, differentiating (5) with respect to x}_, it follows that for
X:JL,I € (0,§j7|],

1 6
dE} (1 -+ai) = - = TPES (0 +ai). )

A similar argument establishes that for x{ ¢ € [a},5jcl,

_ 1 6p—
dF (ke —ah) :V—j—V—?F}(xiC—a}). 6

Equations (6) and (7) arefirst order linear differential equations with solutions:

Flog= & - ﬁexp(—‘S—P(x)) ©
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for x € [a},5jc] and constant K; and

f} (x) = % — 8K—; exp (_é_p(x)) (10)

for x € [0,5;,1] and constant Ko.
Lemma (A.6)sjc <Ss;j,+aj.

Proof By way of contradiction, suppose that there existsan equilibriuminwhichs; ¢ >
sj.1+aj. FromLemma(A.2), s;c =aj and Ej(aj) =0. \(li_ombining thiswith F1(5j¢) =
1, it followsfrom (A.4), (A.5), and (9) that Sjc = aJ1 — % In(1—6p).

From Lemma(A.4), 5} = Sjc —a} andsjc —a} = — 35 In(1— &p). From Fi(sic—

ajl) = 1, it follows from (10) tha K, = exp(‘?,—’j’) or equivaently

f} (X) = % — % exp ( 5’1’ (X )> Thus, F ; (0) = 0which contradicts point (2) of Lemma

(A.2). Thatis, F} (0) > 0 and consequently the conditions of Lemma(A.1) hold. O
Lemma (A.7) There exists a unique set K1, K, and sj ¢ which forms an equilibrium.

Proof From Lemma (A.1), Ejl (0) > 0. Since the challenger earns an expected payoff
of zero by setting X}C = 0, his expected payoff is zero for each point in the support
of his equilibrium campaign resource allocation schedule (except possibly at the point

Xj ¢ = aj for which the incumbent has a mass point at 0). As ;. convergesto aj from

ik
above, the challenger’s expected payoff convergestov F} (0) — aJl. Setting thisequal to
—1 atl
zero, Fj(0) = V; :
1

From f} (0) = V—‘ it follows from (10) that K = ( i J)exp( 5") or equivaently
=1 1 19 5 < L 5
Fi(0) =735~ ($ — ﬁ) exp (—V—’j’(x)).Thus, from (9) 5jc—aj=— 551N (1&)5, ) :

Vi

From (A.3), setting F F1 (5jc) =1, itfollowsthat Ky = (1— J)exp( ) or equiv-

1
dlently F} (x) = 55 — (%—%)exp( 5p(x ajl)) O

To complete the proof note that the Ky, Ky, and S ¢ characterized in Lemma(A.7) result
in the unigue equilibrium distributions given in Theorem 2, and from arguments made
in the proof of Theorem 2, it is suboptimal for either player to deviate from the support
of this strategy.
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Period 1 allocations (x};,x] )

1 1 _ gt 1 1 _at
Xj1 > Xjc — @ Xj1 < Xjc —aj.
Incumbent Wins Challenger Wins
2= 1 %! 1 2 _ 1 1 1
aj P(X” XJ,C+aJ) aj _p(leyc—aj —Xj_|)

Fig. 1 Investment Advantage Dynamics
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Fig. 2 Period 1 iso-expected expenditures for the incumbent and challenger
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