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Abstract
Although research examining overreaction in politics and policy remains at an early stage,
it is clear that it largely develops along three paths. The first path comprises psychological
explanations which put all overreactions down to errors derived from cognitive biases and
constraints on information processing, as well as socio-psychological dynamics in small
decision-making groups. The second path comprises newly-emerging institutional
explanations which put all overreaction down to errors derived from institutional values,
procedures, myths, and routines. The third path comprises newly-emerging strategic
explanations which revolve around the idea that at times overreactions in politics and
policy reflect intentional choices which may be carefully developed, meticulously debated,
executed as planned, and successful in achieving the intended goals, especially during
crises involving panic and public fears. This chapter explains the conceptual foundations
of these explanations, their analytical anatomy and their conceptual reach. It starts by
defining overreaction in politics and policy, and then elaborates on the analytical
foundations of these explanations and the ways they integrate theories and findings from
cognitive sciences into organizational systems of human action. It then highlights the
disproportionate policy perspective and the derived repertoire of intentional policy
overreactions, including the distinction between overreaction rhetoric and doctrines, as
well as the demarcation between selective and non-selective overreaction. Next, it
elaborates on the way strategic explanations reconcile intentionality with behavioral microfoundation. It then looks at policy and political overreaction which are sustained by
positive feedback processes over a relatively long period of time—a phenomena termed
“policy bubbles” and “political bubbles”, respectively. It concludes by sketching out a
number of directions in which the overreaction agenda could be experimentally broadened
to better encompass scope conditions of its cognitive causes and the dynamics of policy
bubbles.
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The study of overreaction in politics and policy offers unique insight into modern political
reality. Global and domestic threats coupled with publics that are relatively skeptical about
politicians and political institutions, and rising negativity and populism in democratic
politics imply that policy overshooting is increasingly required for the public to perceive
policy action as sufficient and politicians as competent, at least in the short term. Not only
has overreaction been a focal point for political actors seeking decisive and swift policy
change in times of real or manufactured crisis, but such action has time and time again also
made a dramatic impact upon the direction and the character of policy and politics. A
classic example is the U.S. response to 9/11. It is, therefore, an exciting time for research
on overreaction in politics and policy.1
The study of overreaction is theoretically meaningful because it contributes to our basic
understanding of fundamental processes. The insight of the punctuated equilibrium
theory—that policy responses oscillate between periods of underreaction to the flow of
information coming from the environment into the system and overreaction due to
disproportionate information processing (Baumgartner & Jones, 1993)—implies that
policy overreaction is a frequent phenomenon.
The study of overreaction in politics and policy is also practically important because, under
certain conditions, such a response creates substantial value for policymakers. Indeed, there
has recently been a conceptual turn whereby overreaction has been re-entering the political
and policy lexicons as a type of intentional choice, as part of the newly-emerging
disproportionate policy perspective (Maor, 2017a). This perspective comprises strategic
explanations which revolve around the idea that at times overreactions in politics and
policy reflect intentional choices which may be carefully developed, meticulously debated,
executed as planned, and successful in achieving the intended goals (e.g., restoring
confidence in government during crises involving panic and public fears). It challenges
psychological explanations that put all overreactions down to errors, derived from
overconfidence and other misconceptions of risks (Janis, 1989; Jervis, 1976; Meyer, 2016;
Walker & Malici, 2011; Maor, 2012), human cognitive and emotional architectures which
are the underpinnings of disproportionate information processing (Jones & Baumgartner,
2005), and socio-psychological dynamics in small decision-making groups (Janis, 1982;
Mintz & Wayne, 2016; ‛t Hart et al., 1997). It also challenges institutional explanations
which put all overreaction down to errors derived from institutional values, procedures,
myths, and routines (Peters et al., 2017). This chapter elaborates the conceptual foundations
of these explanations, their analytical anatomy, and their conceptual reach.
I start by defining overreaction in politics and policy, and then elucidate the analytical
foundations of these explanations and the ways they integrate theories and findings from
cognitive sciences into organizational systems of human action. I then highlight the
disproportionate policy perspective and the derived repertoire of intentional policy
overreactions, including the distinction between overreaction rhetoric and doctrines, as
well as the demarcation between selective and non-selective overreaction. Next, I clarify
the way strategic explanations reconcile intentionality with behavioral micro-foundation.
In discussing these conceptual issues, we shall see that strategic explanations balance the
intentionality with behavioral micro-foundation by accepting the premise that collective
activities in governments must be consistent with individual cognitive processes. At the
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same time, strategic explanations are guided by the assumption that collective activities in
governments must not always be derived from, that is, reducible to, individual cognitive
processes. In other words, individual-level processes in the case of intentional policy
overreaction may be sufficient, but not necessary, for the collective activities in
governments to be possible.
I then look at policy overreaction which is sustained by positive feedback processes and
contagion over a relatively long period of time—a phenomenon termed “policy bubbles.”
I conclude by sketching out a number of directions in which the overreaction agenda could
be experimentally broadened to better encompass scope conditions of its cognitive causes
and the dynamics of policy bubbles.
1. WHAT IS OVERREACTION?
A critical aspect of political life is the inability or unwillingness of individuals and
decision-makers to respond proportionally to new information. One manifestation of this
phenomenon is overreaction, defined as an action which imposes costs without producing
offsetting benefits. Such an action reflects a lack of ‘fit’ or balance between ends and
means.
Overreaction is commonly viewed as comprising a set of behaviors that fall under two
categories: “too much” and “too soon” (Walker & Malici, 2011). In an attempt to infuse
the concept of overreaction with a robust analytical identity, two concepts have recently
been introduced into the public policy domain. Policy overreaction is a policy that
“impose[s] objective and/or perceived social costs without producing offsetting objective
and/or perceived benefits” (Maor, 2012, 235). Costs and benefits may be tangible as well
as intangible (e.g., the loss of reputation following political behavior which breaks nonlegal principles of appropriate behavior and accepted practices). Costs and benefits may be
incurred by policymakers, target populations, and/or the general public. In addition, what
appears to be an overreaction at a certain point in time may differ later as the magnitude of
a policy problem or relevant events become more apparent. Further, the salience of the
costs and benefits conferred upon different parties may differ, as may their degree of
concentration. This aspect cannot be underestimated: individuals react differently to
transparent costs and benefits than to hidden ones (McCaffrey & Baron, 2006), as well as
to diffuse rather than to concentrated ones.
One manifestation of policy overreaction is the clear-cut concept of policy overinvestment,
which occurs “when government overinvests in a single policy instrument beyond its
instrumental value in achieving a policy goal” (Jones et al., 2014, 149). Policy
overinvestment is identified by measuring direct indicators of the policy problem and
government investment in order to gauge the extent of overinvestment in a policy tool
relative to the severity of the policy problem. The boundary conditions of this concept are
therefore clear-cut. They refer solely to tangible costs and benefits and therefore enjoy
definitional clarity which is a necessary component of measurement precision.
2. EXPLANATIONS FOR OVERREACTION
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Although research examining overreaction in politics and policy remains at an early stage,2
it is clear that it develops along three paths. The first stream of research largely comprises
psychological explanations that identify a pattern of overreaction thinking that
systematically deviates from concepts of rational choice. This research revolves mainly
around how systematic cognitive biases in human decision making (Kahneman, 2011;
Kahneman et al., 1982) inform anomalies in the behavior of individuals and collectivities.
Its conceptual structure comprises micro-foundations – key elements of human cognitive
processes – which can thereafter be explicitly linked to collective activities in governments
and other societal level systems. The second stream, which is still in its infancy and has so
far been conceptual in nature, revolves around the independent effect of institutions. The
third, which is also in its infancy and conceptual in nature, advances the idea that at times
overreactions in politics and policy reflect intentional choices which may be successful in
achieving the intended goals especially when the emotional arena surrounding the policy
problem manifests panic and public fears which must be neutralized before the problem
itself can be dealt with. The conceptual structure here comprises individual- and
contextual-level conditions under which boundedly rational decision makers are able to
make “reasonable” or “good enough” decisions to overreact at the levels of rhetoric,
doctrine, and/or action on the ground. In the following sub-sections, I will review the
literature and explore the conceptual structure of these three research streams. Much
attention will be devoted to presenting the newly-emerging research on intentional policy
overreactions.
2.1 PSYCHOLOGICAL EXPLANATIONS
Psychological explanations focus on overreaction as driven by individuals’ biases and
cognitive constraints. A large body of laboratory research has shown that people do not
exhibit the perfect rationality that economists commonly assume (Simon, 1982), and that
many of their intuitive predictions are governed by heuristics, or rules of thumb (e.g.,
Tversky & Kahneman, 1974). Lichtenstein et al. (1978) highlighted the availability bias to
explain why people relatively overestimate the frequencies of highly publicized causes of
death (e.g., accidents and cancer) and underestimate underpublicized causes (e.g., stroke
and tuberculosis). For Slovic et al. (2007), this finding could have been attributed to the
affective bias as highly publicized causes appear to be more affectively charged. Whichever
bias is invoked, the implication is that there is a potential for overreaction to small risks as
well as to an increase of a risk from zero to some small positive value (Viscusi & Gayer,
2015).
Overreaction may also stem from behavioral heuristic such as the representativeness
heuristic, which refers to judgments based on stereotypes (Kahneman and Tversky,
1973). Sunstein (2002) has suggested that public overreaction to highly politicized, lowprobability risks could be explained by probability neglect, which occurs when people
focus on the worst possible scenario. The strong emotions that are then triggered lead to
the failure to inquire into the small probability that the worst case will occur (see also
Sunstein & Zeckhauser, 2011) thereby taking excessive preventive action. Overreaction
may also stem from an individual’s overconfidence—a summary of the extensive
psychological research undertaken on overconfidence bias can be found elsewhere
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(Lichtenstein et al., 1982; Moore & Healy, 2008). An interesting perspective in
economics explains overconfidence as a social signaling bias, that is, as a means of
gaining advantage by appearing more competent than others (Burks et al., 2013; Bénabou
& Tirole, 2002). It is reasonable to speculate that one way of gaining this advantage, at
least in the short-term, is by overreacting. Overreaction may also stem from action bias
by governments following their natural tendencies to act regardless of whether an action
is needed (Patt & Zeckhauser, 2000). This may occur, for example, in contexts wherein
governments are able to obtain credit from the public for responding to the risk (Sunstein
& Zeckhauser, 2010).
The finding that overreaction is driven by human cognitive and emotional architecture has
also surfaced in the political science literature, and more specifically in agenda setting
research derived from the punctuated equilibrium theory. Resting on the micro-foundation
of bounded rationality, this theory views decision-makers as prisoners to their limited
attention spans, with emotion as the key governor of the allocation of attention (Jones,
1994; 2001; 2003; Simon, 1983; 1986). Recent developments in macro-level agendasetting have shown that limited attention spans in government, triggered by cognitive
constraints, and the resistance to policy change structured into a governmental system, lead
to underreaction, when the policy problem is “off the radar” and when rules for making
binding decisions make change difficult. Conversely, these may lead to overreaction when
the severity of the policy problem has passed some threshold (Jones & Baumgartner, 2005;
Baumgartner et al., 2009). In other words, as the system underreacts to complex
information streams, error accumulation implies that overreaction can occur only as a result
of previous “serious under-response” (Jones, 2017, 71) of the system.
The punctuated equilibrium theory is currently the bedrock of our understanding of the
policy process. However insightful this theory is, it provides little nuance regarding what
the government is actually doing and how it affects the public (Dowding et al., 2016).
Further, this theory implies a relatively high level of policy underinvestment but has little
to say concerning policy overinvestment.
A recent study has advanced construct clarity by exploring the multi-dimensionality of
policy overreaction and has suggested that this type of policy response has unique politics
of its own and should, therefore, be studied in its own right. Drawing on robust
experimental findings, Maor (2012) has raised a question regarding the likely policy
outcomes in situations whereby policymakers believe that they are more talented and
competent than they actually are, have more control over the event at hand than they in fact
do, have greater chances of success in solving the policy problems than they genuinely do,
and perceive the information that they possess as more precise than it actually is
(Kahneman, 2011). Based on two key dimensions of policy overreaction, namely, (1) the
effects of positive and negative events and (2) the effects of overestimation and accurate
estimation of information, Maor has identified four distinct modes of policy overreaction
that reflect differences in the nature of domestic policy change.
Preemptive overreaction emerges when policymakers overestimate information regarding
a negative event (e.g., a misperception that a risk poses an imminent threat). The
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subsequent policy comprises attempts by the government to neutralize or minimize the
threat by, for example, a preemptive move. “Calibrated” overreaction emerges when
policymakers overestimate information regarding a positive event (e.g., a misperception
that a new policy idea, model, or theory precisely mimics some particular parameters of
reality). The subsequent policy comprises attempts by the government to ensure that all
relevant policies are implemented in accordance with the new model. Regulatory
overreaction occurs when policymakers accurately estimate information regarding a
negative event (e.g., a realistic recognition of the scope and intensity of a threat). The
subsequent policy comprises attempts by the government to significantly increase the
jurisdiction and powers of all relevant federal/state agencies even at the expense of
undermining human rights. Nearly mandatory overreaction occurs when policymakers
accurately estimate information regarding a positive event [e.g., a realistic recognition
regarding the deeply contested nature of a (vaccination) policy, which is based on (medical)
innovation]. The subsequent policy comprises attempts by the government to thrust all
responsibility for policy implementation onto individuals (e.g., parents) and/or statefunded organizations (e.g., schools) (Maor, 2012). So, even when policymakers accurately
estimate new information, a policy instrument which is implemented in a non-selective
manner (e.g., a travel ban on certain countries or an open-door policy towards refugees),
disregarding the heterogeneity of the target audiences, is likely to lead to policy
overreaction.
Many of the psychological explanations focus on policy overreaction as driven by human
cognitive and emotional architecture. As such, they implicitly consider only the political
costs of this type of policy response, ignoring the political benefits that politicians and
bureaucrats receive from overreacting. Not surprisingly, these studies together still
subscribe to the conventional understanding centered on policy overreactions as mistakes
of omission or commission (Walker & Malici, 2011).
2.2 INSTITUTIONAL EXPLANATIONS
A newly-emerging path in the study of overreaction comprises explanations that see
decision-makers as being primarily guided by the “systematic properties of an interacting
ecology” (March, 1994). Such explanations aim at highlighting the independent effect of
structures beyond what can be explained by behavioral political science as well as by
behavioral organizational theory (Hammond, 1986; 1990). Peters et al. (2017) have
jumpstarted this research stream by highlighting the implications of the development of the
new institutionalism in political science for the disproportionate policy subfield.
From the normative perspective of new institutionalism, overreaction may occur when the
actions of institutions and organizations, or the demands for certain types of action, diverge
from the stated norms of the institution (Brunsson & Olsen, 1993), as well as when threats
grow to the institution’s core values (Peters et al., 2017). Rational choice institutionalism
— especially the veto player theory (Tsebelis, 2002) which predicts status quo and most
likely policy underreaction when veto players are cohesive — brings to the fore factors that
mitigate the effects of veto players. An example includes the opportunities for overreaction
created due to divergence of views amongst collective actors (e.g., political parties) on how
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to address a given political or policy problem, as well as international regimes to which the
state belongs (West & Lee, 2014), that can affect domestic politics by modifying how
domestic institutions translate societal demands into policies (Betz, 2017). Another
example is an extraordinary or urgent event that leads to a widespread consensus amongst
policy actors justifying immediate and drastic policy response (e.g., Walgrave & Varone,
2008).
Historical institutionalism highlights factors that drive path dependency process (Pierson,
2000). Policy overreaction may result, for example, from bad structures and ideas (e.g.,
regulatory ideologies) that are sustained by long-term processes related to institutions’
values, myths, and routines. In this regard, Snyder (1984) generalizes that military
decision-makers tend to overestimate the feasibility of an operational plan if a realistic
assessment conflicts with fundamental beliefs or an organizational ideology. Levy (1986)
argues that too much planning results in decision-makers’ implementing a plan designed
for other contingencies which could increase the probability of overreaction contributing
to war or to the escalation of war.3
In addition, institutional rules and regulations regarding decision strategies may also lead
to policy overreaction. This is because a decision to overreact is taken within the remit of
the institution’s particular context—in particular, its values and myths—and the
institution’s modes of operation—standard operating procedures for gathering information,
aggregating preferences, and taking action. Different contexts entail variation in decision
strategy: almost all institutions seem to have a variety of decision strategies that they can
and do employ in making decisions. Systematic contextual properties may therefore make
it more likely that one or another decision strategy will be selected (Allison & Zelikow,
1999; March & Olson, 1989).
With the remarkable progress that has been made in behavioral research with serious
implications for policymaking and public management (e.g., Shafir, 2013; James et al.,
2017), theorists are in a position to draw on relevant findings. It is therefore surprising that
institutional explanations of overreaction in politics and policy bring little of these findings
to our understanding of how institutions form, evolve, and interact with behavior. This
strategy comes with the risk of severely misunderstanding the combined effects of
institutions. An example of findings that should be incorporated is that psychological biases
make bad structures and ideas alluring to individuals operating within institutions (Caplan,
2001; Hirshleifer, 2008; Hirshleifer & Teoh, 2009; 2017). Institutional theorists could then
gauge the conditions which facilitate or inhibit this process. Another is the finding that, in
certain issue areas, decision-making by groups is more readily adaptive to shifting
environmental cues than decisions made through organizational deliberation; therefore,
policies which are governed by group dynamics are less prone to instabilities and less likely
to display disjoint change (Epp, 2017). Institutional theorists could then ascertain the
conditions which facilitate or inhibit decision-making by groups in organizations. Another
example is the finding that individuals interacting by cue-taking and mimicking produce
disjoint changes even with no exogenous shock (Thomas, 2017). Last, the finding, based
on evolutionary patterns by which human beings developed the capacity to form groups,
that endogenous forces of coalition building can help us understand episodic disjoint
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change (Leech & Cronk, 2017). Institutional scholars may therefore creatively blend styles
of research by incorporating these and other behavioral findings in their explanations.
More recent explanations of policy overreaction reflect a conceptual turn where the concept
of overreaction has re-entered the policy lexicon as a type of intentional policy choice
which, at times, may be successful in achieving policy goals (Maor, 2017a). However, the
actual use of this approach remains at an early stage.
2.3 STRATEGIC EXPLANATIONS
2.3.1 Conceptual Foundations
Strategic explanations see decision-makers as primarily autonomous actors. When they
stand to benefit from overreacting, their decisions may be carefully thought out, carefully
developed, meticulously debated, and executed as planned. Specifically, strategic
explanations of policy overreaction view decision-makers as boundedly rational
individuals who, in some contexts, may produce substantially rational outcomes (Simon,
1985, p. 294). This may be the case, for example, when decisions involve high stakes, and
when decision-makers are motivated to make the right choice (Chong, 2013, 97). Strategic
explanations thus bring to the fore the assumptions underlying bounded rationality that
there is variation amongst individuals and contexts in decision-making processes and
outcomes (Gigerenzer & Goldstein, 1996; Lupia & McCubbins, 1998; Simon, 1985; 1995).
Because individuals differ in their motivations and opportunities to carefully process
information, and because contexts differ in their complexity, individuals need not be
consistent decision-makers (Lodge & Taber, 2000), as rational choice theory assumes
(Becker, 1976; Rubinstein, 1998; Simon, 1995). In policy contexts, this insight implies that
decision-makers do not need to place efficient goal attainment center stage in every
decision they take, especially in times of crises.
Further, some individuals operating within particular contexts can overcome bias (Lau et
al., 2008; Petty & Cacioppo, 1986) and make “rational”—read “reasonable” or “good
enough”—decisions.4 They can also correct their misperceptions especially when they
have an incentive to make superior decisions (Chong, 2013). This insight implies that some
policy actors, operating within particular policy contexts, can overcome the “efficient goal
attainment” bias and make “rational” disproportionate policy decisions at the levels of
rhetoric, doctrine, and/or actions on-the-ground. In addition, considering the amount of
experience that decision-makers bring to the task, as well as the findings that inexperience
biases information processing and inference (Saunders, 2017) and that experience
attenuates the relationship between low epistemic motivation and biased choice (Rathbun
et al., 2017), it is reasonable to argue that they do try to choose political strategies and
policy instruments that they believe will achieve their goals. At times, they are successful
in achieving the right outcome. But what does “success” mean?
Politics evoke different dimensions of evaluation in different contexts (crisis vs. non-crisis;
domestic vs. foreign policy). In this respect, strategic explanations assert that decisionmakers want to make good decisions (Redlawsk & Lau, 2013, 137), but in political and
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policy arenas, the public perception of a “good” decision may be easily manipulated by
political opponents, the media, and the like. These are framing issues whose impact should
not be underestimated. This is because the public is able to discern the direction of policy,
to evaluate the competences of decision-makers, and to respond to public events in a
reasonably accurate manner (Page & Shapiro, 1992; Stimson, 2004; Downs, 1957; Fiorina,
1981; Popkin, 1994). Furthermore, the problem with treating a “good” decision as a pillar
of politics and policy is that, in itself, it provides little guidance for action. It must be
contextualized and assessed in light of specific objectives and values.
Alternatively, one can invoke a more realistic dimension of decision-making that will (i)
directly support action, (ii) trumps other concerns, that is, may not be sensitive to costeffectiveness calculations, (iii) makes sense to politicians, bureaucrats, academics and the
general public, and (iv) assists in developing a practical body of knowledge. When the
stakes are high or when decision-makers are motivated to make the right choice, they may
choose to switch dimensions when evaluating different outcomes: from “good” or “bad”
to the dilemma of whether to change or not to change (or restore or not restore) the status
quo, and if the inclination is to change (or restore) the status quo, whether this change
should be fundamental, and whether it should be achieved “at all costs” at the levels of
rhetoric, doctrine, and/or action on the ground. This dilemma faced by elite decisionmakers is foundational for valid theory building in the sub-field of disproportionate policy
response.
2.3.2. The Disproportionate Policy Perspective
Based on the aforementioned conceptual foundations, the disproportionate policy
perspective (Maor, 2017a) provides a general framework for strategic explanations of
overreaction. The framework has four central tenets. First, under certain conditions,
policymakers may face incentives to design and implement disproportionate policy
options, which, at times, may be successful in achieving a policy goal. Second, under
certain conditions, policymakers may prioritize policy effectiveness over policy costs
(policy overreaction or overinvestment), whereas under other conditions, a cost-conscious
response may be chosen over an effective one (policy underreaction or underinvestment).
Third, disproportionate policy options may be designed to be used as signaling devices,
context setters (e.g., enabling policymakers to resolve issues related to the fragmentation
of decision making), or for purposes other than implementation on the ground. Fourth,
under certain conditions the emotional arena of policy may be equally or more challenging
than the substantive one.
The disproportionate policy perspective represents a move away from the strongly
normative fields of policy analysis and evaluation, which place efficient goal attainment
center stage, and advances instead, a more nuanced analysis of policy overreaction options
and actions which is applicable during crisis and non-crisis periods. At base, strategic
explanations explore different strategies of policy overreactions as well as the ways
politicians and bureaucrats balance the tension between these strategies and manage them.
Strategic explanations posit that policymakers may be motivated to overreact, for example,
in order to restore confidence in a policy in a matter of days during crises involving panic
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and popular fears; to produce an overwhelming effect as an act of leadership; to abruptly
shift the contours of public debate; to create and secure a legacy, and to apply a grand
strategy to policy problems and the public interest, especially over issues about which
voters share a common preference, such as security and economic performance (Maor,
2017a). In international politics and in other areas in which verification and enforcement
mechanisms are deficient, policymakers may be motivated to overreact in order to enable
the other side to get an accurate read of their intentions thereby strengthening coercive
diplomacy and avoiding unnecessary wars (Jervis 2017). Setting aside the risk of
boomerang effects, policymakers may be motivated to overreact in order to achieve
guaranteed success in either changing the status quo targeted or restoring it to its previous
level. Intentional policy overreaction may be inferred from a policy decision that is backed
by a credibly large amount of committed resources, is blind to the heterogeneity of the
target population, and is executed as planned. The fact that a policy is perceived by
policymakers as an overwhelming response may add a great deal of credence to the
classification of a policy as an excessive one (Maor, 2017a).
2.3.3 The Repertoire of Intentional Policy Overreaction
Key choices in the repertoire of intentional policy overreaction are rhetoric and doctrine,
as well as selective and non-selective policy overreaction. A policy overreaction doctrine
refers to a coherent set of policy principles which presents an ‘all or nothing’ policy
commitment in pursuit of a policy goal no matter what the costs are (Maor, 2018; 2017b,
c). At the heart of a policy overreaction doctrine lie principles for the use of overwhelming
government force in order to achieve a decisive and quick policy outcome in a particular
policy domain. Policy overreaction rhetoric, a subset of policy overreaction doctrine,
refers to arguments that policymakers employ to reach and persuade the target populations
of their ‘all or nothing’ policy commitment to achieve their policy goal, no matter what the
costs are (Maor, 2018).5
Non-selective mechanisms allow governments to provide resources for all individuals and
institutions in need who come forward and seek assistance. This mode of policy
overreaction is generally applied during natural disasters and other catastrophic events
(Maor, 2017b, 2018). Selective mechanisms, such as stress tests for banks, include the
design of more complex programs or methods that allow policymakers to be selective in
the use of overwhelming policy response. Selectivity is gained by designing a mechanism
that separates the fundamentally healthy institutions or individuals from the terminally ill
or weak ones, and that is accompanied by a government commitment to make resources
available through this mechanism to selected individuals or institutions unable to meet their
needs independently (Maor, 2017b). Whether or not this type of response falls under the
category of proportionate response or is an overreaction depends on whether the threshold
separating the fundamentally healthy institutions or individuals from the terminally ill or
weak ones is constructed with relatively narrow safety margins or, on the other hand, with
large or very large safety margins. It is reasonable to suggest that during a crisis involving
sudden losses of confidence, the government will deliberately select a threshold with large
or very large safety margins so that all those in need and those that are border cases will be
assisted. To increase the perceived credibility of this move, the government will be
disinclined to publicize the threshold or any other information regarding it.
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Intentional overreaction implies that policymakers operate in the policy system; they
intentionally react to data generated by the environment, and have every reason to try to
understand it and predict the consequences of the action to be pursued, and to incorporate
those understandings and predictions into their behavior. For example, what is needed to
combat a bank run is the ‘use of overwhelming force to quell panics’ (Geithner, 2014, 397,
italics added). The financial manifestation of such a force is ‘a credibly large amount of
committed resources available to use with discretion during a financial crisis’ (Gorton,
2015, 976). This policy rationale is coded in Bagehot’s (1873) rule, which states that to
end a financial crisis, the central bank should lend freely, at a high rate, and on good
collateral. This doctrine of non-selective policy overreaction was implemented during the
US banking crisis of 2007–2008 by the Federal Reserve (Bernanke, 2014), the Bank of
England (King, 2010) and the European Central Bank (Draghi, 2013). In the US, within a
month of Lehman Brothers’ bankruptcy, Congress passed the Troubled Asset Relief
Program (TARP), which allocated $700 billion to address the banking crisis. Once the
banking sector and the economy had stabilized, calibration of the policy response took
place. Ultimately, the Dodd–Frank Wall Street Reform and Consumer Protection Act
reduced the amount available to address the crisis to $475 billion. The implementation of
this doctrine was combined with selective policy overreaction, manifested in the stress tests
of the 19 largest bank holding companies. These stress tests separated the fundamentally
healthy banks from the terminally ill, exposing the banks that required government
injection of capital. Although the results of these stress tests were made public, the model
or process employed by the Fed in order to achieve the results, as well as the size of the
safety margin, were not (Gorton, 2015).
Policymakers, who were guided by their preferred goals during this crisis, transmitted the
policy instruments—in line with Bagehot’s policy overreaction doctrine—as stimuli to
target populations to produce causal effects. Thus, rather than a behavior derived from
human cognitive and emotional architecture or one which is random, policymakers were
willing to overreact. A recent study has created a series of indexes to measure
disproportionate policy response among the EU member states that experienced the 2007–
2008 banking crisis (De Francesco & Maggetti, 2017). The extent of disproportionality has
been measured by the distance of a given country’s set of policy responses to the average
response of the countries under investigation, while accounting for domestic-level
variation in the severity of the crisis. The main finding has been that a large majority of EU
countries overreacted through public liability guarantee and budget commitment (De
Francesco & Maggetti, 2017). The path forward is, therefore, to better understand
collective outcomes as the product of disproportionate policy decisions undertaken by
primarily autonomous decision-makers, without taking institutions or other contextual
constraints as given, in order to support both theory development and policy advice.
3. HOW DO STRATEGIC EXPLANATIONS BALANCE INTENTIONALITY
WITH BEHAVIORAL MICRO-FOUNDATION?
Psychological explanations of policy overreaction have a clear-cut commitment to a
behavioral model of human behavior. Such a view provides an explicit endorsement of
(radical) reductionism, namely, looking for underlying mechanisms that start from
individuals. Such mechanisms may include key features of the cognitive system (i.e.,
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limited attention and working memory, preconscious attitudes, the rapid formation of
habitual mental association, and the interplay of affect and cognition), an individual’s
personality or characterological predispositions, biological attributes, and intergroup
relations (i.e., in-group identity, intractable group conflict, collective action and group
prejudice). These key features are then incorporated—as models of individual cognition
within models of macro-political change, such as the punctuated equilibrium theory, which
aims at explaining endogenous disjoint changes in organizations (Baumgartner, 2017). No
free parameters—which cannot be experimentally estimated—are allowed.
Strategic explanations of policy overreaction balance intentionality with behavioral microfoundation by accepting the claim that models of collective activities in governments must
be consistent with individual cognitive processes. At the same time, strategic explanations
are guided by the assumption that collective activities in governments must not always be
derived from, that is, reducible to, individual cognitive processes. In other words,
individual-level processes in the case of intentional policy overreaction may be sufficient,
but not necessary, for the collective activities in governments to be possible. This premise
is in line with Herbert Simon’s contrasting of “the usual conception of the sciences as
building upward from elementary particles, through atoms and molecules to cells, organs
and organisms” with “[t]he actual history”, which “has unfolded, as often as not, in the
opposite direction, from top down” (Simon, 1996, 172). Collective activities in
governments cannot always be meaningfully reduced to micro-foundations.
As long as strategic explanations do not assume actors have fixed preferences—as rational
choice theory does (Becker, 1976; Elster, 1989; Simon, 1995)—or respond to such
preferences in an optimal manner, they leave much room for focusing on the cognitive and
emotional aspects of individuals, political emotions included (Brader & Marcus, 2013).
One has to bear in mind, however, that a reliance on micro-models of elite behavior and
decision-making naturally directs attention towards limitations in human capacities, such
as limited human information processing capacity (Jervis, 1976; Larson, 1985; Jones,
2001) or cognitive, motivational and emotional biases that distort elite threat perceptions
and reactions to threat (Stein, 2013; 2017). Perhaps this is because rational choice theory
provides a normative baseline for evaluating choice, thereby encouraging behavioral
political scientists to study the ways in which human behavior fails to conform to the
theory’s high expectations. Although such limitations are a key facet of human cognitive
capacity, they may be largely manifested during normal (policy) fluctuations. The problem
is that normal fluctuations are ubiquitous, and the more we know about them, the more
they are selected for further research. This positive feedback process results in knowledge
regarding normal fluctuation being accelerated away from other fluctuation types. The
challenge remains therefore to explain patterns of non-normal fluctuations.
4. POLICY AND POLITICAL BUBBLES
The concept of “policy bubbles” originated in the economic concept of an asset bubble
which developed in the nineteenth century (MacKay, 1841; Bagehot, 1873). Since then
bubble episodes have fascinated economists, who attempt to gauge investor expectations
and draw conclusions about the direction of the market from cognitive errors investors
make (e.g., Galbraith, 1954; Kindleberger, 1978; Shiller, 2000; 2008; 2017; Akerlof &
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Shiller, 2009), and economic sociologists, who seek to understand the development of a
gap between the price of an asset and its fundamental or intrinsic value through sociological
and institutional lenses (e.g., Abolafia, 2004; Abolafia & Kilduff, 1988; Zuckerman,
2012a; 2012b; Turco & Zuckerman, 2014).
Policy bubbles are a socio-psychological phenomenon which occurs when policy
overreaction/overinvestment due to distorted policy valuation is sustained by positive
feedback over an extended period of time (For earlier definitions, see Jones et al., 2014;
Maor, 2014a). Policy bubbles are defined therefore relative to an information set ─ which
includes policy instrument valuations inflated by moral value, emotion, safety and/or costbenefit concerns (e.g., efficiency, wastefulness), alongside other symbolic or ideational
elements ─ with a specified temporal dimension. They encompass periods of
overvaluations of policy instruments which may arise in either an endogenous way, when
the bubbles’ probability and size are affected by public policy, or by an exogenous shock.
Agents of distortions in policy valuations may include norm entrepreneurs, reputation
entrepreneurs, meaning entrepreneurs, standards and performance metrics entrepreneurs
(Maor, 2017d) and emotional entrepreneurs (Maor & Gross, 2015).
Patterns of policy bubble dynamics can be demonstrated by a situation in which the central
indicator of a policy problem is decreasing, while the policy instrument is increasingly
employed over a relatively long period of time, resulting in overproduction of policy. One
example is the crime policy bubble in the United States during 1991–2010. This bubble
has been manifested by gross overinvestment in prisons and by unprecedented
incarceration despite the clear decline in crime rates (Jones et al., 2014). It resulted largely
from two processes: (i) growing punitive attitudes among citizens, due to public fear of
crime, and (ii) the “get tough” sentencing policies of legislators representing rural America,
where prisons had become a “growth industry. So when a policy instrument is increasingly
applied—because it becomes a symbol of other things—despite a decline in the severity of
the policy problem, and thereafter, positive feedback loops, in addition to social contagion,
take hold, the policy becomes a bubble.
In political science, the scientific study of policy bubbles is still in its infancy. Two studies
have recently put the processes that sustain policy overinvestment—positive feedback
process and social contagion—at center stage by establishing the plausibility of this
concept (Jones et al., 2014; Maor, 2014a). Although these studies use different
terminology, they share an assumption regarding the emergence of policy bubbles and
point to a similar dynamic regarding the growth of policy bubbles. Recently, Maor has
conceptually extended bubble dynamics to include policy underreaction (Maor, 2014b) due
to distorted policy valuation which is sustained by negative emotions and emotional
sentiments—termed negative policy bubbles (Maor, 2016). To date, no study has
systematically identified and examined policy bubbles, nor attempted to generate and
manipulate such bubbles in experimental settings.
A connecting tissue exists between policy bubbles and political bubbles, which occur when
political and bureaucratic executives as well as legislators hold, or are informed by, rigid
and unchangeable ideologies, doctrines or ideas which are sustained by positive feedback
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processes over an extended period of time. An example is the broader view of management
as the key to better government which reached a point of a dominant ideology amongst UK
and US politicians and bureaucrats in the late 1980s and early 1990s (Pollitt 1990, vi).
According to McCarty et al. (2013), the channels through which politics exacerbates
(financial) crises include rigid ideological thinking on policy making, political institutions
which delay and weaken political responses to crises, and sector-specific interests, which
take advantage of ideologies and political institutions to extract beneficial policies and to
undermine the reputation of regulators (McCarty et al., 2013, p. 7). My view is that a great
variety of policy and political bubbles are waiting to be explored.
5. PROMISING AVENUES FOR FUTURE RESEARCH
The premise underlying this chapter is that the study of overreaction in politics and policy
is theoretically meaningful because it contributes to our basic understanding of
fundamental processes, and it is practically important because, under certain conditions,
such a policy response creates substantial value for policymakers. But we still lack a
thorough understanding of the processes by which this type of elite decision-making occurs
and is managed, and we still lack clarity regarding how that value is created. There are a
few areas that offer the most promising possibilities for future research on this topic.
Much experimental work inside and outside the laboratory is needed to establish which
biases that cause overreaction will matter when; to explore the interaction effects between
psychological factors and the political and strategic context of decision-making, and to
identify de-biasing strategies (i.e., when people shift from over- to underestimation of
outcome probability).6 A careful process tracing is also needed to understand the
underlying behavioral antecedents of decision-makers’ engaging in the design of
intentional policy overreaction in response to highly-structured and ill-structured policy
problems. The challenge is to understand how policy overreaction is designed, and the
underlying cognitive processes that allow it to create value for decision-makers. Overall,
we need to identify heterogeneity across individuals, institutions, and situations, and gauge
the linkage between these constructs.
Regarding long-term policy overreaction, scholars may design lab experiments that
generate and manipulate policy bubbles in order to explain how individual factors and
social influence affect policymakers’ efficiency in handling policy problems, and whether
some of the effects are problem-specific.7 They may draw on recent advances in decision
theory, such as the importance of emotion in politics (for a review, see: Maor & Gross,
2015), the influence of emotion on the choice of reference points and processes of
probability estimation (Kahneman, 2011; Mercer, 2005; 2010; Loewenstein et al., 2001;
Renshon et al., 2017; Slovic, 2007; Slovic et al., 2004) as well as on novel experimental
paradigms, such as experience-based decision models (Erev & Haruvy, 2015; Erev & Roth,
2014). They may test the effect of providing participants with particular types of
information or a combination thereof (quantitative or textual; emotional or neutral) in order
to gauge which types of information or which combinations facilitate greater efficiency in
handling the policy problem, and whether there are systematic differences in the nature of
deviations from efficiency (e.g., over/under investment, duration of deviations) according
to the different types or combinations of information. An experimental paradigm can also
be developed that requires participants to manage more than one political or social problem
14

simultaneously. This will enable testing the effect of attention limitation. Lastly, the
experimental program can be developed to examine the difference between individual vs.
group decisions and to test hypotheses pertaining to social pressure and human herding.8
Although citizens could be used as a convenient sample for decision-makers, it is
preferable to use both groups in order to test for the impact of experience on choice.
The aforementioned avenues leave a broad agenda for research on overreaction in politics
and policy. The most difficult challenges are the establishment of scope conditions and
thresholds for biases that are found to be causes of overreaction among individuals and
situations over big questions in political science and public policy, as well as the
exploration of when and how decision-makers engage in the design and implementation of
intentional policy overreaction. In my opinion, these are the most useful ways to proceed.9
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1

Although I refer to politics and policy research throughout this article, I mean it to
incorporate public management and governance research as well.
2
By contrast, behavioral economists have studied investor overreaction across various
global markets over the last three decades (Barberis et al., 1998; Thaler & De Bondt, 1985;
Hong & Stein, 1997; Daniel et al., 1998).
3
Interestingly, Hogwood and Peters (1985) have devised the terms oversteering, which
refers to institutions’ “moving back past the correct path to another set of mistakes in the
opposite direction” (p. 83); over-targeting, which refers to “[t]he use of as many
instruments as there are objectives” (p. 167), and overinstrumenting, which refers to a case
in which “many instruments all target the same client group or objective” (pp. 167–168).
Howlett & Kemmerling (2017) have referred to underdesign, which occurs when
suboptimal designs are adopted, and to overdesign, which emerges when “the reverse
occurs and resources are wasted in ‘over engineering’ a design vis à vis the significance of
the problem” (p. 5). However, no attempt has been made to bring definitional clarity to
these terms and integrate them in an analytical perspective or framework of
disproportionate policy response.
4
For methods of credible policy analysis and decision-making see, for example, Manski
(2013).
5
For a review of behavioral research of political rhetoric, see Condor et al. (2013).
6
For example, Montibeller and von Winterfeldt (2015) have looked into a large number of
biases and classified them by whether they are easy or hard to correct with debiasing tools.
7
For a review of the literature on economic and financial bubbles and crashes in the most
commonly used experimental asset markets, see Palan (2013).
8
I thank Raanan-Sulitzeanu-Kenan for raising this point.
9
Throughout this paper, I have omitted discussions of moral issues that might arise from
overreactions in politics and policy.
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