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Abstract

We analyze a stochastic bargaining game in which a new dollar is divided among committee
members in each of an infinity of periods. In each period, a committee member is recognized
and offers a proposal for the division of the dollar. The proposal is implemented if it is approved
by a majority. If the proposal is rejected, then last period’s allocation is implemented. We show
existence of equilibrium in Markovian strategies. It is such that irrespective of the initial status
quo, the discount factor, or the probabilities of recognition, the proposer extracts the entire dollar
in all periods but the initial two. We also derive a fully strategic version of McKelvey’s (1976),
(1979) dictatorial agenda setting, so that a player with exclusive access to the formulation of
proposals can extract the entire dollar in all periods except the first. The equilibrium collapses
when within period payoffs are sufficiently concave. Winning coalitions may comprise players

with high instead of low recognition probabilities, ceteris paribus.
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1 Introduction

Social choice theory has had a profound impact on our thinking about political interaction due to

the counter-intuitive nature of its conclusions. When it comes to majority rule, prominent in the
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Related to the setup of Baron (1996), Kalandrakis (2004), and the present study is the model
with a one-dimensional state space of Cho (2005a) who studies a multi-party parliamentary democ-
racy with both bargaining and elections. Cho (2005b) and Fong (2005) both study two-dimensional
models with transferable utility but different bargaining protocols from those considered presently,
the former focusing on cabinet dissolution and the vote of confidence institution. Transferable
utility is also assumed by Gomez and Jehiel (2005) who study efficiency properties of equilibrium
in a dynamic coalitional game with a finite state space. Battaglini and Coate (2007) characterize
stationary equilibria in a model of public good provision, particularistic spending, and taxation
when interaction within periods takes the form of a finite Baron and Ferejohn (1989) protocol, and
the dynamic link across periods is determined by the stock of the public good. Bernheim, Rangel,
and Rayo (2006) analyze interaction for the determination of a policy in a single legislative period
assuming a sequence of votes on proposals such that each victorious proposal moves to the next
voting round (without being implemented), with the winning proposal in the last voting round
being the implemented policy, and derive conditions so that this implemented policy coincides with
the ideal policy of the last proposer. In section 6 of their study they discuss an extension to a
dynamic model such that implemented agreements can be revised a finite number of periods. Due
to the special institution assumed by the authors for legislative interaction within periods this mul-
tiperiod model does not generate strategic links between implemented agreements across periods
(as a consequence of their Corollary 1, page 1167). In a general setting applying social choice the-
oretic equilibrium notions, Roger Lagunoff (2005a), (2005b) studies the dynamics of institutional
stability and reform. Penn (2005) analyzes a dynamic model in which proposals arise exogenously
and voting by the committee on these proposals is probabilistic. Random proposals and myopic

voting are analyzed by Ferejohn, McKelvey, and Packel (1984).

In what follows we present the model in detail and define the equilibrium solution concept.
We establish existence of equilibrium in sections 3 and 4. In section 5 we discuss properties of

equilibrium and extensions. We conclude in section 6.

2 Model & Preliminaries

Consider a set N = {1,....,n} of n = 2k + 1 committee members, k > 2. They convene in each

period t = 1,2, ... to reach an agreement x' drawn from a set X. Our ultimate goal is to analyze the





