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Abstract

The paper proves, by construction, the existence of Markovian equilibria in a model of
dynamic spatial legislative bargaining. Players bargain over policies in an infinite horizon.
In each period, a majority vote takes place between the proposal of a randomly selected
player and the status-quo, the policy last enacted. This determines the policy outcome
that carries over as the status-quo in the following period; the status-quo is endogenous.
Proposer recognition probabilities are constant and discount factors are homogeneous. The
construction relies on simple strategies determined by strategic bliss points computed by
the algorithm we provide. A strategic bliss point is the policy maximizing the dynamic
utility of a player with ample bargaining power. Relative to a bliss point, the static
utility ideal, a strategic bliss point is a moderate policy. Moderation is strategic and
germane to the dynamic environment; players moderate in order to constrain the future
proposals of opponents. Moderation is a strategic substitute; when a player’s opponents
do moderate, she does not, and when they do not moderate, she does. We prove that the
simple strategies induced by the strategic bliss points computed by the algorithm deliver
a Stationary Markov Perfect equilibrium. Thus we prove its existence in a large class of
symmetric games with more than three players and (possibly with slight adjustment) in
any three-player game. Because the algorithm constructs all equilibria in simple strategies,
we provide their general characterization, and we show their generic uniqueness. Finally,
we analyse how the degree of moderation changes with changes in the model parameters,
and we discuss the dynamics of the equilibrium policies.
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Abstrakt

Tento text dokazuje, konstrukei, existenci Markov rovnovahy v dynamickém prostorovém
modelu legislativniho vyjednavani. Hraci v modelu vyjednavaji o politikach v nekoneéném
horizontu. Finalni rozhodnuti v kazdé periodé je vysledkem vétsinového hlasovani mezi
navrhem nahodné vybraného hrace a status-quo. Findlni rozhodnuti se stava status-quo
pro nasledujici kolo vyjednavani, status-quo je tedy endogenni. Konstrukce rovnovahy
se opird o jednoduché strategie. Jediny parametr, strategic bliss point, plné determin-
uje kazdou jednoduchou strategii a nezbytnym elementem konstrukce rovnovahy je algo-
ritmus, ktery produkuje profil téchto parametru. Na rozdil od politiky maximalizujici
staticky uzitek hracu, strategic bliss point je umirnénd politika. Umirnénost hracu je
vysledkem jejich strategické interakce v dynamickém prostiedi. Hraci navrhuji umirnéné
politiky, aby omezili své protihrace. Umirnénost je strategickym substitutem, paklize pro-
tihraci daného hrace jsou umirnéni, on sam neni, a paklize protihraci daného hrace nejsou
umirnéni, on sam je. Ukazujeme, Ze jednoduché strategie a strategic bliss points spolu s al-
goritmem vedou ke konstrukci, kterd predstavuje Stationarni Markov Perfect rovnovahu.
Jako dusledek, ukazujeme, ze tato rovnovaha existuje ve velké skupiné modeli dynam-
ického prostorového legislativniho vyjednavani s vice jak tfemi hraci a v jakémkoliv mod-
elu s pravé tfemi hraci. Protoze prezentovany algoritmus je schopen zkonstruovat vsechny
profily strategic bliss points které podporuji rovnovahu v jednoduchych strategiich, posky-
tujeme jeji obecnou charakterizaci a ukazujeme, ze je obecné unikatni. Déle analyzujeme
jak se mira rovnovazné umirnénosti méni s parametry modelu a popisujeme dynamiku
rovnovaznych politik.

JEL Classification: C73, C78, D74, D78
Keywords: dynamic decision-making; endogenous status-quo; spatial bargaining; leg-
islative bargaining



