PEC 575: Social Choice, Bargaining, and
Elections

The course covers models of elections and legislative bargaining,
with a special focus on dynamics and incomplete information and
the fundamental connections between the two modeling
applications. We begin with background in social choice theory,
which includes topics such as Arrow's theorem and the cycling
theorems on majority voting and which is used in the later game-
theoretic analyses. We then review the workhorse models of one-
shot elections and policy making from the political economy
literature. Then, after a brief review of abstract dynamic games, we
extend the workhorse models to dynamic legislative bargaining (in
which a status quo policy evolves endogenously over time) and
repeated elections (in which politicians’ choices or preferences are
unobserved by voters). The course will consist of a mix of lectures,
discussion, student presentation of assigned readings, and a final
exam. Some of the analysis will require relatively advanced
mathematics, but background will be provided as needed. My math
survey, which is terse but hopefully efficient, provides the tools
needed for the course, and then some; and the real math books
cited in the survey of course offer a much deeper education in
mathematics.

“Basic Concepts in Mathematical Analysis: A Tourist
Brochure” (2012)

Social choice

We cover basics of relations, preference, and choice. We then move
to preference aggregation, with a focus on simple voting rules, and
we review impossibility theorems of Arrow, Gibbard, and Nakamura.
The majority top cycle and uncovered set are defined. Possibility
results for value restriction will be proven and applied to models
with single-peaked preferences and to voting over lotteries. We also
survey results on majority cycling in the multidimensional spatial
model.
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J. Duggan and M. Fey (2013) Analytical Methods in Political Economy
(2013) Chapters 17--20

One-shot elections and bargaining

We cover Downsian models of elections under different assumptions
on the objectives and information of the candidates, and we
consider the effects of special interest groups. We focus particularly
on existence and characterization of equilibrium outcomes. Next,
we consider the problem of an agenda setter who can make a take it
or leave it offer to a set of legislators with a fixed status quo, and
then we endogenize the status quo by allowing an additional round
of proposals following the rejection of any proposal. We also offer
an interpretation of the take it or leave it offer game in terms of
sequential move Downsian elections.
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Discounted stochastic games

We introduce the standard framework for analysis of dynamic
interaction with a focus on existence of stationary Markov perfect
equilibrium. We prove existence in games with finite sets of states
and actions, and we consider difficulties that arise in games with



general state and action spaces, illustrated with counterexamples
from the literature. The main approaches to the existence problem
will be surveyed, with special attention to the addition of noise to
the model.
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Dynamic bargaining with moving status quo

We return to the topic of bargaining, now with the addition of an
endogenously evolving state variable. This complicates the strategic
calculations of politicians (or other agents), and it raises difficulties
for existence and characterization of equilibria. In addition to a
small amount of work at the general level, we will review several
applied papers that take a constructive approach to the analysis of a
particular equilibrium selection. Of note is an interpretation of
alternating move bargaining with a class of dynamic election models
stemming from work of Kramer.
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Dynamic elections with incomplete information

We end by considering models of dynamic elections in which the
voters’ choice of representative is characterized by moral hazard,
adverse selection, or both. Of special interest are existence of
equilibria that are stationary, in an appropriate sense, and the
incentives of politicians to respond, in equilibrium, to the
preferences of the median voter. At a technical level, we note
similarities between moral hazard models and Downsian electoral



competition with policy motivated candidates, and we exploit a
useful isomorphism between adverse selection models and the
Baron-Ferejohn model of bargaining.

R. Barro (1973) “The Control of Politicians: An Economic Model,"
Public Choice, 14: 19--42

A. Alesina (1988) “Credibility and Policy Convergence in a Two-party
System with Rational Voters," American Economic Review, 78:
796--803

J.-G. Forand (2010) “Two-party Competition with Persistent Policies”

J. Duggan (2000) “Repeated Elections with Asymmetric Information,"
Economics and Politics, 12: 109--136

J. Banks and J. Duggan (2008) “A Dynamic Model of Democratic
Elections in Multidimensional Policy Spaces," Quarterly Journal of
Political Science, 3: 269--299

D. Bernhardt, L. Campuzano, and F. Squintani (2009) “On the
Benefits of Party Competition,"Games and Economic Behavior, 66:
685--707

D. Bernhardt, O. Camera, and F. Squintani (2011) “Competence and
Ideology," Review of Economic Studies, 78: 487--522

O. Camera (2012) “Economic Policies of Heterogeneous Politicians"

J. Ferejohn (1986) “Incumbent Performance and Electoral Control,"
Public Choice, 50: 5--25

J. Banks and R. Sundaram (1993) “Moral Hazard and Adverse
Selection in a Model of Repeated Elections," in Political Economy:
Institutions, Information, Competition, and Representation, eds W.
Barnett et al., New York: Cambridge University Press

J. Banks and R. Sundaram (1998) “Optimal Retention in Agency



Problems," Journal of Economic Theory, 82: 293--323



