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Abstract:

We consider the case where individuals derive utility from feeling good about themselves and
their group, but where the satisfaction of such preferences may come at a cost. In other contexts,
what people want to believe is considered irrational, but in our model, these are preferences like
any other. Equilibrium subjective beliefs concerning whether one’s group has acted appropriately
are endogenous to the model. We look at the various factors that influence the spread between
objective and subjective reality. We also consider a conflict situation between two groups. We
show that because of their subjective beliefs, one or both sides may engage in counter-productive
activity (when seen from a third party perspective); and even if this is not the case, learning is

likely to be slower than what one would expect from the standard utility function.

Keywords: Endogenous beliefs, home team bias, cognitive dissonance, conflict

JEL Classification: A12, B49, D00



UTILITY WHEN THERE ISA PREFERENCE FOR BELIEFS:
A BEHAVIORAL MODEL OF POLITICAL CONFLICT

August 6, 2007

In this paper we integrate two well-documented behavioral relationships, downward sloping
demand curves and “home team” bias, into a general utility function. We illustrate the ideas with
reference to recent political events. While our interpretation of these events is not the sole
explanation, we believe that the model presented here provides insight into political behavior and

group conflict.

Home team bias, which we characterize as a preference for beliefs that one’s own team (or tribe
or country) is doing right and the other team is doing wrong, is a profound and pervasive
phenomenon. We illustrate with several examples. A classic experiment in social psychology by
Hastorf and Cantril (1954) had students from Dartmouth and Princeton look at a film of a
football game between the two schools. The students were asked to count the number of rule
infractions. Students from Princeton reported twice as many infractions committed by Dartmouth
than students from Dartmouth did. It is important to note that this reporting was done directly to
the experimenter so that none of the other students could influence the outcome. As another
example, during the confirmation hearings for Clarence Thomas, a Republican, Anita Hill
testified that Judge Thomas has engaged in sexual harassment, which Judge Thomas denied. A
majority of Democrats believed Anita Hill, while a strong majority of Republicans believed
Clarence Thomas.' Needless to say, if Thomas had been a Democrat and Hill had been a
Republican, the beliefs would have been reversed.” Turning to a more profound example,

Palestinians often complain about Israel targeting leaders of Hamas, but typically ignore the fact

" According to a New York Times/CBS News Poll, sixty-nine percent of Republicans but only
46 percent of Democrats said that they found Judge Thomas more believable than Anita Hill.
Reported in the New York Times, October 15, 1991.

* An earlier reversal of roles occurred in 1949 when Whittaker Chambers accused Alger Hiss of
being a Communist and a spy. Those on the left believed Alger Hiss; those on the right believed
Whittaker Chambers.



that Hamas has sent suicide bombers into Israel; on the other side, a greater percentage of Israelis
than Palestinians emphasize the harm from suicide bombings while down-playing the harm to
the Palestinians from the Israeli occupation. In a nutshell, each side justifies their own actions as
being right and the other side’s actions as being wrong. Finally, recall all the Muslims who
believed it was Mossad (the Israeli Secret Service), not Arabs that crashed into the Twin Towers.
In surveys carried out by the Pew Global Attitudes Project between March and May 2006, 56%
of British Muslims, 65% of Indonesians, and 59% of Turkish respondents said no when asked
whether Arabs were involved in 9/11 (and in none of these samples did more than 17% of the
respondents say yes) despite the fact that Osama bin Laden has acknowledged that this was so.’
The polls did not report the percentage of the respondents who believed both that Arabs had
flown the planes and that they were justified in doing so (a point that we will come back to later).
I do not have poll results for the United States; however, I suspect that a vast majority of

Americans believe that Arabs were involved.

While we will not investigate the evolutionary source of this home-team bias (fear of the other),
there are plausible evolutionary stories that group and individual survival is on average increased

if “others” are less trusted or more feared.*

Although it is harder to disentangle the instrumental from true beliefs when individuals are
surveyed about their own behavior, it appears that individuals on average tend to overestimate
the amount of good and underestimate the amount of harm that they have done in comparison to

how others view them. It is not unusual for divorced couples to blame each other rather than

3 See http://pewglobal.org/reports/display.php?ReportID=253

Even if some of the respondents had seen these bin Laden tapes, they might claim that the CIA
doctored them. Of course, Americans display a similar amount of ignorance on other topics.
According to a July 2006 Harris Poll, 50% of Americans believe that Iraq did have weapons of
mass destruction and 64% believe that Saddam Hussein did have strong links with Al Qaeda. See
http://www.harrisinteractive.com/harris poll/index.asp?PID=684

* There is a very large literature on the subject. Here we cite only a few of the contributions:
Hamilton (1964), Reynolds et al. (1987), Grosberg and Quinn (1989), and Van den Berge
(1999). Moral issues and revenge seem to motivate people to action more than natural disasters
do.



themselves for the failed marriage. Former dictators believe that they were benevolent while in
power and blame their fall on the disruption of historical truth by outside meddling forces (see

Orizio, 2003).> So the home team bias may be an extension of individual desire to view oneself
in the most favorable light. However, we will not explore the relationships between individuals

here. Instead, we will concentrate on the relationship between groups.

We treat group identification as exogenous. There are only a limited number of complicating
factors that one can consider in a model, and, anyway, most individuals do not change allegiance
to their country or religion. And even political party identification is stable over long periods of

time.

While it will play only a minor role in our analysis, we also allow for a peer group effect. There

is a cost of having beliefs different from the average group member’s beliefs.

Note well that we do not have an elite manipulating the beliefs of individuals. Indeed, in our
model, the elite too have preferences for beliefs. Although it is harder to empirically test
whether a leader is telling the truth based on objective evidence, purposely lying, or is merely
self-deluded, self-delusion may explain much of a leader’s behavior. Consider the potential
threat by a foreign enemy. In a democracy, the leaders own biases are likely to coincide with the
biases of most of the electorate, so playing up the threat may reinforce the preferences for such

beliefs as well as improve re-election chances.’

Now home team bias is only part of the story. Economists believe that there are downward
sloping demand curves. That is, the higher the cost to a belief, the less likely it will be held.
There is little cost to a mistaken belief when one is answering a survey or voting and therefore

biased beliefs are likely to prevail (see Caplan, 2007). But sometimes holding biased beliefs is

> Orizio interviewed exiled dictators who had little to fear from telling the truth.

% In a democratic system, self-deception might be a very useful trait for politicians. Politicians
must motivate others to vote for them; self-doubt might be “read” by voters and viewed as being
negative. For dictators, propaganda and monument building might serve to make the dictator feel
better about himself.



more costly. It appears that the government of Saudi Arabia was slow in accepting the fact that
Al Qaeda was largely composed of people from Saudi Arabia; as a result, sufficient
countermeasures were not taken in time and a number of terrorist incidents occurred before the
government took the threat seriously. As this example illustrates, even when the cost of a
mistaken belief is high, biased beliefs may prevail; but in general we would expect such biases to

be tempered (but not eliminated) by higher cost.

Before proceeding further, it is useful to compare this paper with related work. Perhaps, the most
closely related work is by Caplan (2007), Cowan (2005) and Glaeser (2005). Caplan and Cowan
are closer in spirit. Caplan introduced the concept of rational irrationality that we employ here.
He argued that people would hold on to false beliefs as long as such beliefs had low cost. His
prime example was voting—the probability that a voter will be decisive in an election is nil;
therefore, there is a negligible cost to the voter when his vote is based on false beliefs. Caplan
provided survey evidence to show that the average voter’s beliefs regarding the economy (e.g.,
the efficacy of the invisible hand) differ from those of the average economist and argued that
such differences imply that the voters’ beliefs are false. He does not provide a model to explain
where the average voter’s beliefs come from or why they differ from those of the average
economist. Cowan argues that individuals want to feel good about their previously chosen
affiliations and therefore ignore information that might make them feel bad. This self-deception
means that democracy does not work very well even when there is free information, as voters

and their leaders, who are also susceptible to self-deception, will ignore valuable information.

Glaeser’s article is closer in subject matter, but differs in analysis. Glaeser attributes group hatred
to political leaders who employ propaganda that persuades uninformed individuals; while in the
model presented here the hatred is embodied in the individual and individuals choose to be
uninformed. These contradictory views are unlikely to be resolved in one paper, but here is some
food for thought in the mean time. The hatred and fighting between Serbs, Croats and Muslims
in Sarajevo and the rest of Bosnia in the 1990s occurred despite the fact that all of the
participants had access to the same television stations and newspapers. Furthermore, particularly
in Sarajevo, the various groups went to school and worked with each other. It is true that

Milosevic created a political situation where issues were divided along ethnic lines and that



Milosevic stirred the ethnic hatred pot (as Glaeser might argue), but the people chose to believe
what they heard.” All the propaganda emanating from Serb controlled radio stations could not
convince Muslims that Muslims were at fault; indeed they probably did not listen to Serb
controlled media and instead made use of media sympathetic to Muslims. Propaganda is a call to
arms for those who are already biased in that direction; it does not reverse their beliefs. After 70
years of being in power, with a monopoly control of the educational system, newspapers and
television, the Russian Communist party (KPRF) could only garner 12.4% of the vote in the first
Duma Election in 1993.*

There is a large literature on cognitive dissonance (see Aronson, 2003, for a recent coverage of
the research). Depending on one’s viewpoint, the phenomenon discussed in this paper is a special
case of cognitive dissonance, a generalization, or merely related. And cognitive dissonance itself
appears in many different guises. Some economists view cognitive dissonance as being
concerned with post hoc rationalizing. For example, Akerlof and Dickens (1982) consider the
case of workers downgrading dangers once they have been assigned to dangerous work. Other
economists emphasize the desire to maintain consistency (confirmatory bias), which may lead
people to ignore information that runs contrary to earlier chosen beliefs. Closer to the theme of
this paper is work on self-serving bias. Babcock et al. (1995) find self-serving bias in bargaining
experiments, where each side tends to be more optimistic about the probability that the judge will
rule in its favor. Other experimental work includes Charness and Haruvy (1999), who show that
those assigned the manager role in the experiment have notions of fairness more congruent with
management interests while those assigned the labor role have notions of fairness more
congruent with the interests of labor, and Dahl and Ransom (2000), who will be discussed later.

Of course, all of these could be viewed as examples of wanting to believe good about oneself or

" See Wintrobe (2002) for a discussion. I note that Serbs and others of the Orthodox faith are
unlikely to accept this characterization of Milosevic and instead blame Muslims and Croats for
the war.
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http://www.balticdata.info/russia/politics/russia_politics legislative bodies duma political scen
e_elections summary.htm




one’s group, but it would be a stretch to say that all these papers are saying the same thing or that

we are covering the same material as they do.

Even if one were to argue that this paper is just a variation on cognitive dissonance, this paper
differs from the psychological research on cognitive dissonance in three fundamental ways: (1)
preferences for believing good about one’s group are embedded in a general preference structure
(or utility function) where there are costs to maintaining these beliefs;’ (2) a number of results
(some non-obvious) are derived from this preference structure; and (3) the interaction between

groups with contradictory belief systems is derived.

1. TheBasc Modd

In this and the following section, we will consider how an individual, i, in a group, say group 1,
forms beliefs. In section 3, we will consider the interaction between groups with conflicting

beliefs.

Let G' stand for good behavior and B! stand for bad behavior by members of Group 1. Of
course, what is good and what is bad may itself be subjective, but we will characterize this
subjectivity in terms of a subjective probability parameter, P,, which stands for individual i’s
subjective probability estimate of Group 1 (or a member of group 1) doing good (where iis a
member of group J). Thus if members of group 1 viewed their behavior as being good and
members of group 2 viewed group 1’s behavior as being bad, then P, would be close to 1
while lel(;’ would be close to 0."° Looking back at the Clarence Thomas nomination, Republicans
and Democrats were likely to disagree whether Judge Thomas engaged in certain behavior that
some might call sexual harassment, whether such behavior was a serious breach of conduct or

merely joking among friends, and whether such behavior would make him unfit to be a Supreme

? As already noted, other economists have embedded various preferences (e.g., consistency) into
a utility function.

' Equivalently, P, would be close to 1, where B stands for bad.



Court Justice. All of this is condensed into the parameter P,>. Republican i's subjective beliefs
that Clarence Thomas acted appropriately is greater than Democrat i’s subjective beliefs that he

did. To the degree that there is an underlying truth, P'°, it is somewhere in the middle."" All of
this can be condensed into the following parametric characterization: P5o = PR® = PRS, where

one or both of the inequalities is strict. Another way of saying this is that the Bayesian subjective
priors regarding whether a Republican has acted appropriately (even when the behavior has

nothing to do with policy) are biased upwards for Republicans and downwards for Democrats.

Given our discussion, the following is a first order approximation to the preference function of

person i in group 1:
MAX U* = PiSG'+[1- RI]B' - C,[Pi¢ - PC)° - D[P - PT° M

subject to P.Y < 1. G' > B'; that is, a member of group 1 gets more pleasure when the group or
one of its members has acted in good way than when it has acted in a bad way. We don’t worry
about P.” being less than 0 because individual i’s beliefs about his own group doing good are
biased upward. So the first two terms capture the temptation to bias beliefs in favor of one’s own
group — if there were no costs to doing so, one would prefer to believe that one’s group was good

regardless of the facts."

Turning to the third term, we assume that there is a cost because of inappropriate action or
inaction when subjective probabilities do not coincide with the underlying truth. For example,

neutral third parties may not trust you if your beliefs are too far from reality. As another

" Here, we will suppose that there is an underlying truth that could be determined by a neutral
third party. Later, we will dispense with a measure of objective truth and just consider how two
groups differ in their subjective realities.

"> We have a general model that can fit a variety of situations. When we say that a person
chooses beliefs, we do not discuss the technology of doing so. But it should be clear that an easy
way to choose beliefs that your side is right is to choose information sources that present your
side or to find excuses when confronted with bad signals about your group. We will come back
to this issue later.



example, you may not punish bad behavior by a member of your own group (such as stealing
from the group) even when doing so is for your own benefit if you do not believe the evidence
against the member and instead blame someone outside the group. As a third example, a
country may waste its military resources punishing a country that is not truly a threat. More
generally, problems may not be solved if other groups are blamed for bad outcomes when your
group is responsible for them (think of all the times that people scapegoat minorities for bad
economic times rather than urging their representatives to undertake the necessary policy
solutions). The cost of biased beliefs varies according to the individual (hence the subscript 11)
and the circumstances (not denoted).'* C,;, is assumed to be symmetrically distributed. We use a

quadratic loss function for heuristic purposes, but the exact functional form is not critical.

The final term represents the cost when the individual has beliefs contrary to the average belief
of the group, P.°. The greater the differential between the individual’s belief and the average
belief of the group, the greater the emotional cost to the individual. Although, we account for the

influence of peers in equation (1), we will concentrate on the other variables in most of the

paper.

Note that we are dealing with a utility maximization, so that the individual is rational, even if

he/she has a different utility function from that typically considered in economics.

The constrained maximization problem can be converted into the following Lagrangian:

W =P'9G' +[1- P'|B' - C,[P'° = P°T - D[P - BT + A, [1 - P'°) @)

lis

" There are extremely serious punishments for treason, apostasy, and the like when individuals
in one group align themselves with the opposing group.
'* We could also account for the amount of exogenous evidence, e, either implicitly in this third

1G 2

term or in a new term: —e(PIIG — P7)". Either way, the more exogenous evidence, the closer the

subjective probability and objective probability will be.



Assuming that the group is large so that the individual does not take into account how his change
in preferences affects the average preferences (which change other individual’s preferences,
which, in turn, change the original individual’s preferences, and so forth)," the Kuhn-Tucker

conditions are:

dWli — 1 1 1G 1G DIG 1G 1G 44 1G _
C?PJ'G - G - B - 2(:15[P1,.v - P ] + 2D1[Plv - Plis ] - }\11 = O Plix = O é’PlG Plix - O (3)
”Wli ”Wli
=1$P*° %0 # %0 #,=0 (4)
”#1i lis ”#1i

Because the objective function is concave and the constraint is linear, the Kuhn-Tucker
conditions are necessary and sufficient for a global maximum. We will concentrate on the case

where 0 < P.%< 1 and! ;.= 0. Thus we can focus on the following simple interior condition:

HWli

" PlG =

G # B #2C,[P™® # P*] + 2D[P* #P*°] = 0 5)

lis

We now turn out attention to group 2. Individual i in group 2 has the following utility function:

U = PiSG? +[1- PS]B? - C,[Py¢ - P)° - D[P - PEY’ ©

where G* > B2,

We are looking at conflictual relations between groups (to believe that Anita Hill was telling the

truth, means that Clarence Thomas was not). Under a situation of pure conflict, P¥=1-pP°

and P;g =1-pP*

s - Of course, wanting to believe that your group is good does not necessarily
mean that you want to believe that the other group is just as bad as your group is good. But one

would expect that individuals in one group would gain some pleasure from believing that the

" This issue would not arise if peer pressure were not included in the equation.
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other group is bad. A more general formulation would then be: (a) Po = f(P;)where f ' <0
and (b) P2 > P**implies that P,> < P*°. While our results hold under this more general

characterization, for ease of exposition, we will assume a mirror image (pure conflict).

Therefore, the maximization problem for a member of group 2 can be rewritten as follows:
MAX U =[1" PIRIG” +[Pi]B" C,[P* " ] D[Py " P’ @

It is easy to see that a member of group 2 will want to underestimate P'® in the same way that a

member of group 1 wants to overestimate P'“. In particular, the first order interior conditions

will be:

HW 2i
:PlvG
2is

=B # G2 #2C, [P #P"®] + 2D,[P* #P'°] =0 8)

B. Comparative statics

The comparative statics results are obvious when we deal with averages and ignore peer effects

(making the third term equal to 0). Consequently, we will just state the results.

RESULT 1: The larger the differential between the two outcomes, good and bad, the greater the
differential between the average subjective beliefs and objective reality will be.”’ If a member of
group 1 is accused of murder, the other members of group 1 will bias their beliefs more than if
the member were accused of theft. And of course, those in the opposing group will bias their
beliefs in the opposite direction (but not necessarily by the same amount), so that the spread in

the beliefs between the two groups will be larger.

' This result is obvious if all individuals in the group are the same so that the term in the large
brackets equals 0. The result also holds when not all individuals are the same. See the Appendix,
where two different individuals are considered.
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RESULT 2: The larger the objective probability, the larger the average subjective probability
will be. That is, subjective reality tends to weakly track reality. In practice, this might be
admitting that your side has committed an act generally regarded as bad, but justifying the act on
other grounds, say of necessity or as an unfortunate by-product of other desirable activity, while

the other group will see the act as purposeful and not as a by-product.

RESULT 3: The lower the average cost (C), the greater the differential between beliefs and
objective reality will be. There is little cost to having incorrect beliefs when answering a Gallup
poll and therefore incorrect subjective probabilities (about whether Arabs were responsible for
crashing into the Twin Towers, for example) are likely to diverge greatly from the true

probabilities.

These results are made under the ceteris paribus assumption. But in the real world other things
may not be equal. Some individuals are not concerned with the cost of being wrong — that is,
their C,; are small even though others would consider the costs to be excessive. Such individuals
can be labeled extremist because they are willing to have strongly biased beliefs even when the
evidence is to the contrary and the cost of such beliefs is high. Also factors may be linked. In
particular, under certain circumstances results 1 and 3 might be linked as large differentials
between outcomes that generate strong biases (Result 1) may also require important decisions,

which reduce biases (Result 3).

RESULT 4:" Subjective errors are likely to be unimportant to those with extreme preferences
whenever the choice is discrete (vote Democrat or Republican, aid the Sunni or the Shia). Under
such circumstances, there is little cost to being wrong on the particular issue because the person
would be unlikely to change his or her decision (even if it is an important one) if beliefs

coincided more with reality.

' This result can be seen as a corollary of Result 3.
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Consider the 2004 presidential election. It appears that a majority of Republicans believed that
Saddam had weapons of mass destruction even though this was not the case.'® The argument here
is that the cost of Republicans being misinformed was slight because they were unlikely to vote
for Kerry even if they were apprised of the truth since they preferred Bush for so many other
reasons.'’ On the other hand, it was unpleasant for strong Bush supporters to think that Bush was
wrong on this issue. Therefore, they chose to listen to those talk shows (or read newspapers and
magazines) that neither apprised them of the truth on these issue nor provided arguments for

Bush being wrong (see Mullainathan and Schleifer, 2006).”° That is, Republicans chose

'® According to the October 21, 2004 Harris Poll, 52% of those who preferred Bush thought that
Saddam had helped plan and support the hijackers who attacked the U.S. on September 11 (it
was 23 percent for those who preferred Kerry) and 58% of those who preferred Bush thought
that Iraq had weapons of mass destruction (it was 16% for those who preferred Kerry).
Unfortunately, the data does not provide party membership and therefore some simultaneous
equation bias is possible -- some Democrats (Republicans) may have believed that there were
(not) weapons of mass destruction and therefore intended to vote for Bush (Kerry). On the other
hand, some independents, who may not have believed that Iraq had WMD, might have intended
to vote for Bush on other grounds, thereby diluting the apparent party effect.

A Harris Poll from June 18, 2003 broke down beliefs by party, which can be treated as an
independent variable. Here is the response to the following question: "Do you believe that what
we were told by the U.S. government before the Iraq war about Iraq’s weapons of mass
destruction and Iraq’s links to Al Qaeda, the terrorist organization, was generally accurate or
inaccurate?"

Republican  Democrat Independent
Accurate 72% 41% 59%
Inaccurate 21% 49% 34%

I note that Republicans are not known for trusting government. The beliefs expressed in the
Harris Poll may not have held in the election one year later; however the relative numbers are
unlikely to have changed.

" The important statistic is the difference in beliefs between Republicans and Democrats
concerning whether Iraq had weapons of mass destruction, not necessarily whether the belief is
true.

% Even in public debates, where both sides are heard, there is not a dialog with an interchange.
When the partisans are well entrenched, each debater plays to his/her own audience. If a member
of one group remembers anything about what the other side has said in the debate, it is the
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subjective probabilities (beliefs) that maximized their welfare. The mirror bias holds for
Democrats on this and other issues. In a nutshell, those voters with more extreme preferences do
not need more information to decide which candidate is best as long as they know which
candidate is to the right or left of the other. Because information is unlikely to alter their
preference, such voters are more likely to use information to reassure themselves in their beliefs
and choose sources of information that make them feel good. As a result, members of political
parties may have very exaggerated views on the differences between the candidates or on how
far away both candidates are to the left (or to the right, as the case may be), but given their
preferred positions, such voters would be very unlikely to change even if they were correct in
their beliefs. In contrast, those in the middle, who are close to being indifferent and are often
aligned with neither party and consider themselves independent, will want to get their
information from less biased sources or from a basket of sources that are on average unbiased,
and slight changes in information may change their decision from voting for one candidate to

voting for the other.”'

Next, we allow for the beliefs of peers to influence an individual’s beliefs.

RESULT 5: The larger D, is, the more cohesive the beliefs of the individuals in the group.

Closed societies where group affiliations strongly overlap are likely to have a larger D, and less
spread-out beliefs. Most people feel more comfortable when their beliefs are not challenged and
will tend to mold their beliefs to the group’s average belief. When pressure to conform is greater,
people will tend to mold their beliefs more. Because of the symmetrical distribution of C;; and

the symmetrical form of the peer effect, in the model, the effect on any individual’s subjective

probabilities depends only on the median subjective probability. **

stupidest and most outlandish argument, thereby confirming original biases. See Aronson (2002)
and Gilbert (2006) for a review of psychological experiments demonstrating this result.

*!' Some independents are independent because they do not care about politics and are unlikely to
vote, and therefore will not bother to become informed in the first place.

** Note that we are talking about beliefs, not publicly expressed opinions, which may be subject
to sanction.
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A person may be a member of more than one group. For example an individual may be a
Democrat (as opposed to being a Republican) and at the same time the person is an American (as
opposed to being a non-American). These two allegiances may pull in opposite directions. An
interesting example is a Democrat who dislikes the president (George W. Bush) because the
president is a Republican, but at the same time is pulled to support the government’s foreign
policy (invading Iraq) because, as an American, the person does not want to think that America
acts inappropriately. When a person is a member of two groups with cross-cutting values, then
the person’s subjective beliefs will lie somewhere in between the two groups. During a war with
a foreign enemy, domestic divisions become less important. This may explain why heads of state
are less likely to be voted out of office during wartime when the issues are “us versus them” than
during peacetime when domestic issues tend to divide the country (think Churchill, Roosevelt

and George W. Bush).

3. Response to sanctions

In this section, we show how a group responds to sanctions by another group. Instead of talking
abstractly in terms of P} and its opposite P,”, we consider a particular manifestation — a group

taking responsibility for a bad outcome. We show how a preference for beliefs alters behavior by

each group and the interaction between the two groups.”

In the real world, other things are not held constant and there are many exogenous and
endogenous variables, contradictory facts and theoretical constructs with different relevant
variables and directions of causation. This is especially the case when two groups are in conflict
over a long period of time. Because of this complexity, it is easy for someone to pick and choose

theories and facts that suit one’s own prejudices.”* There is a tendency for limited empathy or

> We will focus on the group as a whole rather than considering individuals within the group.

* Dahl and Ransom (1999) in their study of Mormon tithing (10% of income goes to the church)
showed that ambiguity in what is considered income increases self-serving bias.
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understanding of the other side, leading to myopic behavior.” Each side will take responsibility
for good outcomes (from its point of view) and blame the other side for bad outcomes. And by
carefully choosing a defining moment in the past, each side can always argue that the other side
initiated the conflict. In a nutshell, because of interdependence of events, because other things
are not equal, and because the world is so complex, each side to a conflict can choose a narrative

that shifts responsibility for bad outcomes to the other side.

I will illustrate this lack of empathy by reference to the film Paradise Now, a pseudo
documentary about two Palestinians contemplating being suicide bombers. Despite the film
being fictional, I believe that it captures the logic of the situation and the thinking of suicide
bombers.* The one suicide bomber wants to take revenge on the Israelis for killing a relative. He
eloquently argues why revenge is justified. As an economist, who tends to see symmetry in most
situations, I would like to ask such a person the following question: If you kill an Israeli, who is
then motivated by the same logic of revenge to kill another Palestinian, aren’t you responsible
for the death of your fellow Palestinian? I doubt that suicide bombers have reflected on this
question, but at the same time, I do not think that they would be stumped by it. They might
answer that Israelis would kill Palestinians even if not provoked by suicide bombers, that the
Israelis value life while Palestinians value death, or some other excuse that would destroy the
symmetry of empathic understanding and undermine the causal link of their actions to a bad
outcome.”’ Now it is possible that the Palestinians are correct when they point out these
asymmetries. Perhaps, Israelis really do value life more than the Palestinians. But if this is true,

then the Israelis should change their strategy to reflect this asymmetry in values. Without taking

* Psychologists have provided reasons for limited empathy (we can only directly feel our own
pain) and experimental evidence for it, as well. See Shergill et al. (2003) who show that even
when subjects try to apply equal pressure on each other’s fingers they tend to apply more
pressure.

*% There is of course a serious problem with using a particular historical example, where so many
readers have strong, possibly contradictory, views on the causes of the conflict and its solution.
On the other hand, the importance of the ideas can best be captured by reference to real events.

*” In the end, suicide bombers are unlikely to be so myopic that they do not expect the Israelis to
respond at all; however, they are likely to believe that the Israelis are near the limit of their
capabilities to punish the Palestinians so that any additional punishment is likely to be minor.
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sides, it appears that the belligerents have inconsistent beliefs about how the other side will react
and that if both sides agreed on the behavioral responses and causal relationships, a more

peaceful solution would have occurred by now (as war is a negative-sum game).

More generally, the narratives that each side employs may be so oblique to each other that each
side fails to see how the other side views it. This will be illustrated by taking a closer look at
how punishment is perceived by each party to a conflict. One should not be surprised that a
group is more concerned about its own suffering than the suffering of another group; in any cost-
benefit analysis, the group doing the punishing is likely to put little weight on the harm to the
other group. There may also be malevolence, where one group actually gains pleasure from the
other group’s suffering. Because of the belief system discussed throughout this paper, the same
punishment will appear to be appropriate by the group doing the punishing and appear to be
excessive and undeserved by the group being punished.” But the punishing group is unlikely to
see that the punished group sees things this way, and therefore may misjudge the punished
group’s response (and vice versa). Now if both sides had consistent subjective beliefs or had
enough empathy to understand each other’s belief system, then they would see where this would
all lead, and might alter their strategy. Instead, each side sees only how its punishment strategy

increases the cost to the other side, but not how punishment affects the other side’s perception.”

We will now develop a simple model based on these insights. Suppose that a group is trying to
gain independence from a country and that the central government opposes this attempt at

independence. Let P(r), the probability that the group will gain independence, be an increasing

** A recent example is the view held by most Shiites that, even in the first week of the war,
Israel’s response to Hezbollah’s incursion was excessive and disproportionate, a view not held
by most Israelis.

% Again, reference to the Israeli-Palestinian conflict provides a useful example. The message of
the second Intifada to the Israeli people was not the following: If Israel does not treat the
Palestinians nicer, Israel will incur costs, and therefore Israel should treat the Palestinians better
to avoid these costs. Instead, the Israeli interpretation of the second Intifada was closer to the
following: The Intifada demonstrates that Palestinians do not want peace; so it is no use trying to
accommodate the Palestinians. Both sides interpret the events differently and therefore respond
differently from the way anticipated by the other side.
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function of the amount of rebellion, r, that the group undertakes.”® P'(+) >0 and P"(r) < 0. The

group prefers to be independent, I, over not being independent, NI. That is why it is rebelling.

The central government believes that the objective function of the group fighting for

independence is:’’

W# = P(r)U(D) + [1 - P(r)JU(NI) — kr. 9)

k is a punishment parameter under the control of the central government. The more the group

rebels, the greater the cost to the group wishing for independence.

It is obvious from (10) that, from the central government’s point of view, an increase in k will
serve as a disincentive for the group to rebel because k raises the cost of rebellion. Because k is
also costly to the central government, the central government will economize on its use. The
central government will increase punishment until the marginal cost of punishment to the central
government equals the marginal benefit to the central government (from the reduced likelihood
of the group gaining independence). So from the central government’s point of view, this is a
standard model of deterrence — the higher the cost to the punished group, the less likely the

activity will take place.

Next, we consider how the group seeking independence views the world. Let K' = kr be the total
punishment inflicted on the rebellious group and let K"? = K" — #r be the punishment that the
rebellious group believes is undeserved and unrelated to its rebellious activities. It is the
punishment that the rebellious group sees as inevitable if it does not become independent. The

rebellious group’s utility function is:

** Since P is about the probability of winning rather than being about the probability of being
good, we need not assume that there is a disconnect between the true P and the subjective P,
although this could be true, as well (see Babcock et al., 1995).

*!' To introduce the model, we first assume that the central government has no empathetic
understanding of the group seeking independence. Later, in equation (12), we will assume that
the central government has partial empathy.
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W% = P(r)U(D) + [1 — P(r)JUNNL, K'°) — #kr (10)

We assume that U(NI, 0) = U(NI) and U,(NI, K"”) < 0 It is easiest to understand these equations
if we first consider the situation where there is no home team bias (#=1). Then K" = kr; K'® =
K" — kr = 0; and U(NI, K"?) = U(NI, 0) = U(NI). In this situation, the group seeking
independence has a utility function that is identical to the central government’s version of the

group’s utility function. And thus an increase in k will decrease r.

Next consider the situation where there is complete home team bias (#= 0). In this situation, the
rebellious group does not see a cost of rebellion (#r = 0) because any punishment by the central
authority is viewed by the group as being totally undeserved and independent of the group’s
rebellious activity. That is why I have substituted K"” for kr — #kr; from the rebellious group’s

point of view, K"” does not depend on r. Thus we have

Wi = P(r)U() + (1 — P(r))U(NI, K'P). (1)

Clearly, the larger K" is, the more unpleasant it is for the group to remain non-independent
(hence the assumption that U,(NI, K"") < 0). So, from the viewpoint of the group seeking
independence, punishment increases the marginal benefit of being independent. In this extreme
case, punishment just increases the fight for independence because the group being punished
views the punishment as being due to the cruelty of the central government and not having
anything to do with the group’s fight for independence. In this situation, the central
government’s attempts to control the rebellion by punishment will backfire and because it does
not understand or accept its own role in the outcome (the central government sees (9) not (11)),
the central government will blame the group seeking independence who sees (11) not (9). When

each side demonizes the other side, then each side can avoid responsibility for its own actions.*

*? For a recent example of responsibility shifting, consider the following report from the
Associated Press (July 26, 2006): “Nasrallah also claimed Israel would have attacked his forces
in southern Lebanon by October but lost the element of surprise and was forced to move early
after his guerrilla forces captured two Israeli soldiers in a cross-border raid two weeks ago.” Of
course, the Israelis do not accept this analysis and instead blame Hezbollah for initiating the
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We now consider in between cases (0 < #< 1), where the group fighting for independence views
some of the punishment as being related to its rebellious actions and some as being unrelated.
Hence an increase in k has two opposing effects. On the one hand, the punishment related to
rebellion reduces the desire to rebel; on the other hand, undeserved punishment increases the
marginal benefit of independence and the incentive to rebel. When #1is small, the latter will
outweigh the former and greater punishment will lead to more rebellion; and when #is large, the
former will outweigh the latter and greater punishment will lead to less rebellion. However, even
when the standard results hold, the effect of punishment will be less than the central government

expects.

Note that k can be interpreted more broadly. It need not be restricted to pure punishment such as
executing leaders. It could mean more roadblocks, searches, and barriers in response to increased
rebellion. All of these actions impose a cost on the group seeking independence.”® Here too the
belligerents have different narratives -- the central government interpreting these actions as an
appropriate response to increased rebellion and the rebellious group seeing these actions as a way

for the central government to impose costs on the group even in the absence of rebellion.

To make the model, more symmetric, we now consider the possibility that the central
government has modest empathy (understanding of the group’s utility function) so that instead of

(9) we have the following equation:

conflict. Unfortunately, the war continued to provide situations for responsibility shifting.
Although I have no poll figures, I suspect that a vast majority of Lebanese Shiites blame Israel
for the deaths of the children in Qana and only a very few blame Hezbollah for setting up rocket
launchers near civilians. At the same time, I suspect a significant percentage of Israeli Jews
blame Hezbollah. With these differing views come different responses. For example, the deaths
of civilians may increase Shia support for Hezbollah in the future.

* These actions by the central government may also reduce P, the probability that the rebellion
will be successful. One could include this possibility as part of the model, thereby complicating
the analysis somewhat, but not undermining the essential result.
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W% = P(r)U(1 ) + [1 — P(r)]JUNNIL, $K) — [1 - $]Kr. (12)

As long as $ + # < 1, which is our fundamental assumption, the problem of limited empathy
arises, where each side takes less responsibility for bad outcomes than the other side attributes to
it As suggested earlier, the #term can be viewed as a particular manifestation of P.° =1" P2,
the rebellious group’s subjective probability that it has done something bad and is deserving of
punishment. At the same time, 1 - #can be seen as a particular manifestation of P.°, the
rebellious group’s belief that the central government has done something wrong. In a similar
way, $is related to P;° =1" P,ic, the central government and its supporters’ belief that the

central government has done something wrong.

We have looked at the case where the central government believes that the group seeking
independence is maximizing (14) when in fact the group is maximizing (11). One could also
model a situation where the group seeking independence miss-specifies the maximand of the

central government in a similar way.

When the central government has different beliefs about the world than the group seeking
independence does, this may lead to counter-productive policies. The example that we have
considered is where punishment produced more not less rebellion. Now if either side were fully
empathetic, then this situation would not arise (because the central government would take this
behavior into account when choosing the level of punishment or the punished group would
realize that its behavior resulted in sanctions). But this does not seem to be the case for the
reasons given earlier. When cause and effect are disconnected with each side not taking full
responsibility for a bad outcome, punishments are larger but less effective, and learning is

slower, if at all.*”®

** Note that one could have biased beliefs and still be empathetic. That is, the central government
could understand the rebellious group’s beliefs even if the central government felt the group’s
beliefs were wrong. Here we investigate the situation where both kinds of biases are present,
which we believe is the typical case.

*> This may explain Fearon’s finding (2004) that civil wars tend to last longer than other wars
and that certain types of civil wars last longer than other civil wars.
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D. Concluding Remarks

We have considered the case where individuals have preferences for beliefs and where there is a
tradeoff between what people need to believe in order to function effectively in the world and
what people want to believe in order to feel good about themselves and their group. In other
contexts, what people want to believe is considered irrational, but in our model, these are
preferences like any other. When individuals derive utility from feeling good about themselves
or their group, they will tend to excuse their own bad behavior and at the same time demonize
those groups or individuals who are critical of them. This results in different behavior than would
be the case if people did not have such utility functions. We looked at the various factors that
influence the spread between objective and subjective reality and modeled how individuals and

groups respond to this spread.

We also considered a conflict situation between two groups. We have illustrated the ideas in
terms of a punishment example, but the ideas can be applied more generally. Whenever there are
preference for beliefs, different groups may have different narratives that lead to oblique
interpretations of events and behavioral responses that are not intelligible given the other side’s

narrative.
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APPENDI X
From our first order conditions:

oWl
an

=G-B-2C,[P¥ - P°]+2D[P¥ - P¥]=0

We consider the situation where there are two members in Group 1 so that P! = 5P\ + 5P,
We take the total differential of the first order conditions for both individuals when there is an

exogenous change in G — B, rearrange the equations and get:

"[G#B]=2C," P #D["P'°#" P'°]
"[G#B]=2C," P> #Dj[" P2° #" P
We next solve for the second individual’s subjective change.

[GHBIFDIPC
2C,,+D,

We then substitute the above equation into the first individual’s equation, and get

& [G#B]+D"P'°

n G#B :2C n PlG# & " PlG
[ ] 11 11s l% 2C12 + Dl 115)(
$ 3 $ "
" [G#Bld+ — 2L )= @C,, + Da# — by P
% 2C,+ Dlz % % 2C,+ Dlz( e

Note that 0 < ZCLD < 1. Therefore, all the brackets are positive values. So regardless of
12t Y

whether the person was originally above or below average, her subjective probability will

increase.
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