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Abstract 
There exists a large literature on two-person bargaining games and distr ibution games 

(or divide-the-dollar games) under simple majority rule, where in equi l ibr ium a min ima l 
winning coalition takes full advantage over everyone else. Here we extend the study to an 
n-person veto game where players take turns proposing policies in an n-dimensional policy 
space and everybody has a veto over changes in the status quo. Briefly, we find a Nash 
equil ibrium where the ini t ial proposer offers a policy in the intersection of the Pareto 
optimal set and the Pareto superior set that gives everyone their continuation values, 
and punishments are never implemented. Comparing the equil ibrium outcomes under 
two different agendas - sequential recognition and random recognition - we find that 
there are advantages generated by the order of proposal under the sequential recognition 
rule. We also provide some conditions under which the players wi l l prefer to rotate 
proposals rather than allow any specific policy to prevail indefinitely. 
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1 Introduction 
Despite the apparent ascendancy of democratic ideas and ideals, there are serious imped-
iments to their universal acceptance and application. Foremost among them, especially 
in ethnically divided societies, is the matter of majority tyranny in majoritarian insti tu-
tions. When the definition and description of minorities has deep historical roots, when 
a majority is easily identifiable, and when members of all groups are conscious of their 
status (e.g., Slovaks in Czechoslovakia, Tatars in Russia, Russians in most of the succes-
sor states of the former Soviet empire, Hungarians in Romania, and Turks in Bulgaria) , 
then minorities are unlikely to acquiesce to the implementation of any structure that 
allows majorities to dictate policy. Indeed, as Madison warned, democracies constructed 
on pure majoritarian principles "have ever been spectacles of turbulence and contention; 
have ever been found incompatible with personal security or the rights of property; and 
have in general been as short in their lives as they have been violent in their deaths" and 
as Calhoun [5] argues subsequently, "the numerical majority, perhaps, should usually be 
one of the elements of a constitutional democracy; but to make it the sole element ... is 
one of the greatest and most fatal of political errors." 

A number of devices have been proposed to treat the problems associated wi th simple 
majoritarinism, including federalism and bicameralism. Such arrangements seek to pro-
tect minorities by raising the vote quota necessary to alter the status quo (c.f., Riker [12], 
Hammond and Mi l l e r [6]). Generally, though, these devices refrain from taking matters 
to their natural l imi t - unanimity rule - in which every individual or identifiable group 
possesses a veto over change. Although minorities may demand a veto before agreeing to 
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any constitutionally defined union, others fear that "misuse" of the veto wi l l render the 
state incapable of formulating useful policy. The implementation of democratic princi-
ples, then, appears to entail a choice between the tyranny and deadlock (Buchanan and 
Tullock [4]). 

To evaluate this concern fully, though, requires that we take cognizance of the fact 
that constitutional matters rarely if ever focus on static situations. Pol i t ica l processes 
are ongoing so that agreements reached today can sometimes be enforced by punishments 
applied tomorrow. A constitutional issue such as minori ty rights is rarely "decided in 
perpetuity" - even if not explicit ly debated, those rights must be impl ic i t ly and continu-
ously maintained. Similarly, although a veto may yield deadlock in one period, unanimity 
rule may be l i t t le more than a device for upgrading the strategic capabilities of minorities 
so that they are better equipped to protect their rights over the long term. Thus, una
n imi ty rule merely sets the stage for bargaining among groups, where the consequences 
of bargaining is a continual stream of outcomes that may or may not be Pareto efficient 
and that may or may not satisfy various criteria of fairness and equity. 

Exis t ing models of bargaining establish, in fact, that a veto need not imply deadlock 
or inefficiency. For example, Rubinstein [13] and Binmore and Herrero's [3] analyses 
of 2-person bargaining, which model unanimity rule in that mututally disadvantageous 
outcomes are averted only if both persons reach agreement, reveal that deadlock is avoid-
able and that mutual ly beneficial outcomes do correspond to subgame perfect equilibria. 
Unfortunately, these models and their extension to a more explici t ly policial realm (c.f., 
Baron and Ferejohn [2], McKelvey and Reizman [9]) are not sufficiently general for our 
purposes. They assume that bargaining is purely redistributive - that the decision con-
fronting people is the division of some fixed pie. Although redistributive matters are 
important , the usual context for constitutional failure - ethnic conflict - entails issues 
over which sidepayments are difficult or impossible to implement directly. Moreover, the 
"disagreement point" - the outcome that prevails if no unanimous agreement is reached 
- need not be mutual ly destruetive. If disagreement implies secession and dissolution 
of the state, this outcome may be one that, as in Czechoslovakia, the majority deems 
acceptable. 

A number of questions about unanimity rule's Operation, then, remain unanswered. 
Fi rs t , is a dynamic conceptualization of political processes sufficient to avert the most 
common objections to unanimity rule's implementation? Second, what types of policies 
w i l l result if changes in the welfare of one group, owing to the structure of the issues being 
debated, necessarily exhibit both positive and negative externalities for other groups in 
society? A n d third , what disadvantages aecrue to a minority that cannot control the 
agenda whereby alternatives to the status quo are considered? 

This essay addresses these questions by offering a model of an n-person committee 
(legislature) in which there is a proposer who is empowered to offer an alternative to the 
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status quo and in which that status quo is changed only by unanimous consent. How-
ever, our analysis departs from earlier bargaining models in four ways. Fi rs t , rather than 
assume that alternatives correspond to divisions of a fixed pie, we assume that the com-
mittee is concerned with policies in some Euclidean policy space and that preferences in 
this space are modeled by Euclidean distance. Second, we assume that the disagreement 
point is a status quo outcome that need not be "bad" from everyone's perspective. T h i r d , 
although, as in the Rubinstein et al framework, we assume that proposals are made and 
voted on sequentially in an infinite sequence, we consider two rules whereby people are 
empowered to make proposals: a sequential rule and a random recognition rule. For both 
rules we find a Nash equil ibr ium in which the first proposer offers an alternative in the 
intersection of the Pareto opt imal and Pareto superior policy set. F ina l ly , we consider 
the possibility that the committee might chose to "rotate" proposals as in the Swiss or 
ex-Yugoslavia rotating presidencies. 

Generally, our conclusions match the Intuition that existing models of bargaining 
might generate about veto games. We find that unanimity rule need not afford an over-
whelming advantage to whoever controls the agenda whereby alternatives to the status 
quo are considered. On the other hand, once a policy is Pareto opt imal in a dynamic 
sense, then, regardless of its perceived fairness, it becomes the status quo in perpetu-
ity. We also characterize the neccessary and sufficient conditions for dynamical ly Pareto 
optimal policy paths, and show when a rotation scheme is advantageous implementable 
policy. 
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This l emma identifies a Nash equilibrium strategy in which the proposer offers a 
policy in the intersection of the Pareto optimal and Pareto superior sets, and the voters 
veto any other policy. The intuit ion behind this lemma and its characterization of the 
proposer's offer is two-fold. First , it should be evident that the new policy must be an 
dement of the Pareto superior set, otherwise whoever prefers the status quo to the new 
policy w i l l veto the proposal. Second, given the voters' continuation values, by moving 
in the direction of the Pareto optimal set, the proposer can make some voters better off 
without making the others worse off. Therefore, he can move to a higher indifference 
curve by proposing a position inside the Pareto optimal set while simultaneously giving 
each voter their continuation values. So the proposer is never worse off by offering a 
policy in the intersection of the Pareto superior set and the Pareto optimal set. 
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I. Sequential Recognition Rule 

Under a sequential recognition rule, the proposer offers in equil ibrium a policy closest 
to his ideal point that gives every other voter their continuation values; voters accept 
any proposal that gives them their continuation values and veto any proposal that gives 
them ut i l i ty less than these values. 

Proposition 2 The following is a stationary Nash equilibrium to the veto game under 
sequential proposing rule: 
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4 Conclusions 
For the most part, our results are not unexpected. The outcomes that prevail parallel 
in form those that prevail under the assumption that voters must divide some fixed pie. 
First , equilibria are efficient in the sense that all outcomes and all dynamic paths are 
Pareto opt imal . Second, unanimity is more "equitable" than simple majority rule in that 
a majority cannot wholly expropriate from a minority. Th i rd , different recognition rules 
yield different equil ibrium outcomes. A sequential recognition rule is more advantageous 
to players who propose early, whereas this advantage disappears under a random recog
nition rule. Final ly , Euclidean preferences allow for the implementation of a rotation 
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scheme that is enforced by a combination of unanimity rule and the threat of a mutually 
disadvantageous status quo that prevails if any voter defects from his equil ibr ium strat
egy. More generally, our analysis establishes that much of our intui t ion about unanimity 
rule does not require any specific assumptions about transferable ut i l i ty and the like for 
its validity. The result that we might infer from pre-existing bargaining models hold 
when we extend the analysis to Euclidean preferences and nontransferable uti l i ty. 
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terminates; wi th probability 6 the game goes to the Recognition Game. This is equivalent 
to saying that the players discount the future payoffs at the rate 6 (See Mckelvey and 
Riezman [9]). Next , 
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