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Give an inch and they'll take a mile.

American Proverb

This paper explains brinkmanship with in�nitely repeated veto bargaining games



1 Introduction

Brinkmanship refers to the strategy of threatening the opponent with disaster to obtain a favor-
able outcome (Smith, Had�eld, and Dunne 2008, p. 390 and Snyder 2001, p. 117). Schelling
(1967, p. 91) explains brinkmanship the following way.

The creation of risk—usually a shared risk—is the technique of compellence that
probably best deserves the name of ”brinkmanship.” It is a competition in risk-
taking. It involves setting afoot an activity that may get out of hand, initiating a
process that carries some risk of unintended disaster. The risk is intended, but not
the disaster.

The possible disaster is the leverage the party engaging in brinkmanship has to compel the other
side to act. However, the disaster can strike both parties. So usually, the party engaging in
brinkmanship also takes on the risk of disaster which means that the party's action can depend
on its evaluation and preference regarding risk (p. 94).

Brinkmanship is a common negotiating strategy. It is found in labor contract, trade deal and
peace treaty negotiations among others. A labor union that threatens the employer with a strike
knows that a strike is costly for both sides but believes that the threat can get the union a better
deal. In negotiating a trade deal, one side might threaten to walk away from the negotiations
and start a trade war where both sides suffer high tariffs on exports. Similarly, for peace treaty
negotiations, a nation may threaten prolonged war or total war.

Despite the common occurrence of brinkmanship in negotiating deals, brinkmanship often
fails. The success of brinkmanship would mean that the disaster did not happen. In history,
there are cases where the disaster happened. Also, for the party making the threat, often they
backed off or the resulting deal was no better than the deal that they could have gotten without
brinkmanship. For example, North Korea is a frequent user of brinkmanship.1 Its relation with
other countries is that it is one of the most isolated countries in the world.2 In the United States,
debt limit �ghts and government shutdown �ghts have been common. These �ghts result in
disaster if a deal is not reached. Most end with a deal that does little to change the status quo.
Many shutdowns have happened.3

This paper is the �rst paper to study how the use of brinkmanship changes depending on
the risk preference of the party engaging in brinkmanship using game theory. Previous papers
choose different explanations for brinkmanship. Some explained brinkmanship or strikes with
irrational types.4 It is also the �rst to explain why brinkmanship is unlikely to succeed by ana-
lyzing how information revealed in a repeated game changes players' interaction. In the basic
model of the paper, I solve for the Perfect Bayesian equilibrium (PBE) of a veto bargaining
game with incomplete information — players' types are private information. The game is in-
�nitely repeated and asymmetric. In each periodt of the game, the proposer proposes a new
policy, action or a good,at . The vetoer can veto this proposal. By making an proposal that has
the risk of being vetoed, the proposer may engage in brinkmanship against the vetoer.

For the basic model, I �nd Risk-Taking equilibria (RTE) and Risk-Avoiding Equilibria
(RAE). Brinkmanship happens and happens only in the RTE. RTEs are caused by the proposer's
risk love and RAEs are caused by the proposer's risk aversion. The key result of the basic

1. See Snyder (2001, p. 117–118), Ha and Chun (2010) and Shin (2020, p. 32–33).
2. See Rennolds (2024).
3. For information on debt limit �ghts and government shutdown �ghts, see Scholtes and Emma

(2023), Prokop (2023), Hussein (2023), and Schaul and Uhrmacher (2024).
4. See Fanning (2016), Acharya and Grillo (2015) and Calabuig and Olcina (2000).
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model that differs from models with irrational types is that brinkmanship is unlikely to succeed





Figure 1: Game Tree for the Basic Model

On the other hand, in Hayes (1984), the �rm has information about pro�tability that the
union does not. In Hayes (1984), the union may use strikes as a tool for gaining information.
Cheung and Davidson (1991) assumes that a union can represent workers at more than one �rm
and has private information about its utility. A union representing multiple �rms is more likely
to strike because it does not want to signal weakness.

Two recent papers that are closely related to this one analyze repeated games where in each
period, the parties bargain over a new contract for the period. First, Robinson (1999) de�nes
a game where the �rm has private information about its pro�tability. In the model where this
information is subsequently fully revealed, the union does not go on a strike. In the model where
this information is not subsequently fully revealed, the union may go on a strike. In Robinson
(1999) strikes are a tool to punish the �rm not to extract concessions from the �rm. Second, in
Calabuig and Olcina (2000), both parties have private information. Both try to build reputations
of being “stubborn” and irrational which results in strikes.

3 Basic Model

The veto bargaining game has two players, a proposer (he) and a vetoer (she). Only the proposer
makes offers. This allows me to demonstrate brinkmanship as a unilateral strategy by the pro-
poser.5 This is an in�nitely repeated game. At the start of the game, the proposer observesSP

and the vetoer observesSV . Both are independent private random variables and specify players'
types. In each period,t 2 f 1;2; :::g, proposer offers a proposal or an action,at , to the vetoer.
Then, vetoer decides whether to accept or rejectat .

5. This unilateralism is consistent with Snyder (2001, p. 117).
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3.1 Payoffs

Players' payoffs are constructed from period utilities. When the offer is rejected, both players














