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Perfect Equilibrium in a Multi-issue
Bargaining Model

Jun-ji Shih
Abstract

The purpose of this paper is to develope a theortical framwork within
which the outcomes of multi-issue bargaining can be described. The way to
do this is to convert the multi-issue bargaining problem into a problem of
bargaining about the division of utility between the bargainers, and then
employing the method of iterated removal of dominated strategies to verify
the existence of the unique perfect equilibrium of this game and char-
acterizes that equilibrium. We find that, as long as the costs of prolonged
negotiations are modeled as the discounting of future outcomes, the unique
perfect equilibrium outcome approaches the Nash bargaining solution.
However, if the central motive to reach an agreement is instead provided
by the fixed per-period bargining costs, then the relations between the
limit perfect equilibrium and the Nash solution would vanish.
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