
Napel, Stefan; Widgrén, Mika

Working Paper

Bargaining and Distribution of Power in the EU's
Conciliation Committee

CESifo Working Paper, No. 1029

Provided in Cooperation with:
Ifo Institute – Leibniz Institute for Economic Research at the University of Munich

Suggested Citation: Napel, Stefan; Widgrén, Mika (2003) : Bargaining and Distribution of Power
in the EU's Conciliation Committee, CESifo Working Paper, No. 1029, Center for Economic
Studies and ifo Institute (CESifo), Munich

This Version is available at:
http://hdl.handle.net/10419/76620

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.



BARGAINING AND DISTRIBUTION OF POWER IN THE
EU’S CONCILIATION COMMITTEE

STEFAN NAPEL
MIKA WIDGRÉN

CESIFO WORKING PAPER NO. 1029
CATEGORY 2: PUBLIC CHOICE

SEPTEMBER 2003

An electronic version of the paper may be downloaded
• from the SSRN website:              www.SSRN.com
• from the CESifo website:           www.CESifo.de

http://www.ssrn.com/
http://www.cesifo.de/


CESifo Working Paper No. 1029

BARGAINING AND DISTRIBUTION OF POWER IN THE
EU’S CONCILIATION COMMITTEE

Abstract

The European Union (EU) has moved towards bicameralism, making the codecision
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1 Introduction

Bargaining between European Parliament (EP) and Council of Ministers (CM) in the
Conciliation Committee represents the final chance to implement a change to the status quo
under the European Union’s codecision procedure. The bargaining outcome that EP, CM,
and also the European Commission (EC)1 expect to result from invoking the Conciliation
Committee plays a crucial role at earlier stages of the procedure. Using backward induction
it can be concluded that it is indeed the determinant of any codecision agreement if EP,
CM, and EC act strategically.

Analysis of the Conciliation Committee and the distribution of power in it is therefore
precondition for analysis of the codecision procedure as such. Consequently, several authors
have devoted their attention to the Conciliation Committee including Steunenberg and
Dimitrova (1999), Crombez (1997, 2000), Tsebelis and Garrett (2000), and Steunenberg
and Selck (2002). Their mostly qualitative assessments of who shapes the compromises
reached by EP and CM – and hence the distribution of power between these two players –
diverge.

Crombez regards EP as the agenda setter in the Conciliation Committee but concludes
nevertheless that both EP and CM “genuinely codecide which policy to implement” (1997,
p. 113). His analysis does not discriminate much between the Maastricht and Amsterdam
versions of codecision,2 which according to Steunenberg and Selck (2002), however, has no
significant consequences (based on the methodology of Steuenberg et al., 1999). Tsebelis
and Garrett (2000) focus on the Amsterdam version and argue that the EU has moved
towards bicameralism. Inspired by formal bargaining models, they find no reason to suggest
that either CM or EP is favored by the procedure, so that both can be expected to have
the same influence.

In contrast, Steunenberg and Dimitrova (1999) observe an advantage to CM, in par-
ticular the member country holding its presidency, in a model that assumes the Council
president to make a take-it-or-leave-it offer to EP. The latter assumption builds an asym-
metry into the model – making greater power for CM a non-surprising consequence – which
is controversial not only because of the commitment problems associated with such offers.

However, we find that Steunenberg and Dimitrova’s conclusion of a significant advan-
tage for CM remains valid also for symmetric bicameral bargaining, as assumed by Garrett
and Tsebelis. Key to this conclusion is the assumption that the representatives of the two
chambers have preferences defined by aggregating unidimensional single-peaked preferences
of individual members of EP and CM using the institutions’ respective voting rules. Intra-
institutional majority rules are an important factor in inter-institutional bargaining, which

1The Commission only acts as a facilitator in the Conciliation Committee but is an essential player in
the preceding stages of the decision process – in particular, it initiates the codecision procedure.

2The original version of codecision, laid out in the Maastricht Treaty in 1992, was revised by the
Treaty of Amsterdam in 1997 specifically to make the procedure more symmetric, see e. g. the comments
by Tsebelis and Garrett (2000), Tsebelis and Money (1997), Crombez (2000), Crombez et al. (2000),
and Garrett et al. (2001). Steunenberg (1994, 2000), Garrett (1995), and Crombez (1997) analyze the
pre-Amsterdam version.
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the literature has largely neglected.
This paper aims at a comprehensive quantitative analysis of the bargaining process in

the Conciliation Committee. It assumes strategic players with spatial preferences charac-
terized by individual ideal points in a Euclidian policy space, and carries out a step-by-step
analysis of the two canonical models of bilateral bargaining – cooperative Nash bargaining
and noncooperative Rubinstein bargaining – with variations. We do not argue that either
Nash or Rubinstein bargaining is the most appropriate model to explain or predict agree-
ments in the EU’s Conciliation Committee. Still, the increasing relevance of codecision
and the central strategic role of bargaining between EP and CM in it in our view war-
rant a detailed consideration of the non-obvious implications of these standard bargaining
models.3

Our first – only at first sight counter-intuitive – observation is that compromises reached
by EP and CM will typically not be close to or even exactly in the middle of both decision
bodies’ ideal policy points. Instead, there is a very robust bias of the bargaining outcome
in favor of the player with smaller distance between its ideal point and the status quo,
i. e. an important status quo bias. For illustration, suppose that utility of EP’s and CM’s
respective representatives decreases linearly in the distance between each player’s uni-
dimensional ideal point and status quo. Then, the symmetric Nash bargaining solution
predicts an agreement exactly on the ideal point of the player with smaller distance to status
quo if there exists any mutually beneficial policy change at all. Predictions are less extreme
for strictly concave utility and Rubinstein bargaining with non-negligible impatience, but
significant status quo bias persists.

Status quo bias is compatible with symmetric power or average influence on the bar-
gaining outcome only if EP and CM are equally likely to be the more enthusiastic one
about changing the status quo. A priori, i. e. assuming identical preference distributions
for the members of EP and CM, this is not the case: It is shown that CM’s qualified
majority requirement makes the distribution of its collective ideal point – corresponding to
the distribution of the ideal point of its pivotal member – pronouncedly skewed in contrast
to an almost symmetric distribution implied by EP’s simple majority rule. This implies
that CM is far more often the player closer to the status quo and, by bargaining’s status
quo bias, to define the compromise reached in the Conciliation Committee. Measuring
a player’s power as the sensitivity of the collective decision to its preferences (see Napel
and Widgrén, 2002), CM’s a priori power turns out to exceed that of EP by an order of
magnitude.

The remainder of the paper is organized as follows: Section 2 discusses the representa-
tion of preferences of EP and CM members in a bargaining context. Assuming that spatial
preferences with von Neumann-Morgenstern representations exist also for EP and CM in
aggregate, Section 3 concerns the cooperative Nash bargaining solution, explicitly deriving
the Nash bargain agreed upon by EP and CM in case of linear utility (risk neutrality). The
key finding of this example is pronounced bias towards the ideal point which is closer to

3For a game-theoretic investigation of the codecision procedure as such, in which the Conciliation
Committee is but the final stage, see Napel and Widgrén (2003).
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the status quo. This is generalized to arbitrary single-peaked spatial preferences. Section 4
analyzes noncooperative models of alternating offers bargaining, first looking at ones with
an exogenously fixed number of stages and then Rubinstein’s infinite horizon model. These
models confirm earlier conclusions. Section 5 comments on bargaining models which as-
sume only boundedly rational agents. Section 6 then deals with the implications of status
quo bias for inter-institutional power and average influence of EP and CM on European
Union policies. Section 7 summarizes our conclusions and discusses possible extensions of
the analysis.

2 Spatial Preferences

It is common in models of political decision-making to assume that the preferences of
political actors are single-peaked and can be characterized by a bliss point or ideal point
in a multi-dimensional space X ⊆ Rn together with a metric d on X such that the further
an agent’s ideal point λ is away from a policy x ∈ X, the less satisfied he or she is by
x.4 Such preferences can be represented by any utility function u which is decreasing in
distance d(λ, x) between λ and x, where d can be standard Euclidian distance or any other
metric. Any utility function ũ that results from a strictly increasing transformation of u
represents the considered player’s preferences just as well (see Fig. 1 for an illustration
with unidimensional X). In other words: standard spatial preferences are ordinal and
nothing can be said either about how much a player i with ideal point λi suffers from
policy x compared to a player j with ideal point λj nor, which is crucial in the context of
bargaining, which probability of having ideal point λi implemented instead of some point y
would make player i prefer this ‘gamble’ or lottery to the safe alternative x.

So, more information about preferences than in a simple median voting world is needed
when political actors are considered to bargain. Bargaining agents face the risk of failing
to reach an agreement if they do not give in to their opponent’s most preferred alternative
right away. Moreover, bargaining is usually conducted in a time and resource-consuming
manner. Having policy x implemented today must therefore be compared, for example,
with experiencing the status quo q ∈ X for another bargaining period and then imple-
menting policy y. Meaningful models of bargaining require a specification of either agents’
risk preference or time preference or both.

Representing spatial preferences in an n-dimensional space by simple functional forms
like

u(λ, x) = −
n∑

k=1

(λk − xk)
2

or

ũ(λ, x) = −
n∑

k=1

|λk − xk|

4The assumption that smaller distance is always better is very restrictive. It implies that utility must
be symmetric in λ-x space, i. e. players have concentric indifference curves and do care about the distance
between λ and x, but not about the latter’s position.
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Figure 1: Alternative utility representation of spatial preferences with ideal point λ

is possible also in the context of bargaining. However, above functions u and ũ are no
longer equivalent when interpreted as cardinal utility functions used to evaluate risky
choices by taking expectations (von Neumann-Morgenstern expected utility) or to which a
time discount factor δ ∈ (0, 1) can be applied, i. e. using U(λ, x, t) = δt · u(λ, x) in order to
compare possible agreements at different points in time. This has to be remembered when
spatial preferences are used in a bargaining context.

3 Nash Bargaining with Spatial Preferences

A grossly simplifying assumption in the analysis of negotiations between European Par-
liament (EP) and the Council of Ministers (CM) is that – at least during their dealings
in the Conciliation Committee – both are unitary actors with determinate ideal points.
This assumes that there are real or virtual representatives of both EP and CM who possess
spatial preferences just like individual members of both institutions are assumed to do (see
Section 2). The ideal points of these representatives, denoted by π for the Parliament and
µ for Ministers in the following, are naturally given by the ideal points of the respective
institution’s median or pivotal members on a particular issue, i. e. for a unidimensional
policy space X ⊆ R. For higher dimensions, the assumption of a well-defined collective
preference is – despite the strong restrictions imposed on individual preferences – not in-
nocuous at all. For the sake of simplicity, it will nevertheless be made.5 Until Section 6,

5See Bade (2002) for an innovative analysis of multidimensional electoral competition. Under the
assumption that two competing parties select their platform under uncertainty (rather than only risk) about
voters’ preferences, she proves existence of an equilibrium for many multidimensional cases. Moreover,
each party announces the respective median position in each separate dimension in equilibrium. This may
explain the importance of single-issue decisions in practice and justify unidimensional models.
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Figure 2: Contract curve C in case of a two-dimensional policy space

EP’s and CM’s ideal points π and µ are assumed to be exogenously given.
Rational players will seek to agree on some Pareto-efficient policy outcome x̂ ∈ X,

corresponding to utility levels (ûπ, ûµ) for EP and CM, respectively, none of which can
be raised without lowering the other one. The subset of Pareto-efficient policies which
are considered as least as good as the status quo by both players is the contract curve
introduced by Edgeworth (1881). For spatial preferences, the contract curve is the segment
of the line connecting π and µ which lies within the intersection of the two balls (lines or
discs for n = 1, 2) with centers π and µ and radii d(π, q) and d(µ, q), respectively, where
q ∈ X refers to the status quo (see Fig. 2). Bilateral bargaining over multidimensional
policy issues under complete information therefore amounts to unidimensional bargaining.
The contract curve C is non-empty, i. e. there are ‘gains from trade’ between EP and CM,
unless the line connecting π and µ passes through q, i. e. unless EP and CM have exactly
opposite positions.

Nash (1950) studied the bargaining problem in a still more abstract way. In partic-
ular, his analysis did neither presuppose nor take into account any particular context of
bargaining such as bilateral trade or agreement on some policy. Rather, he identified a
bargain entirely by looking at players’ von Neumann-Morgenstern utility levels, i. e. their
(commonly known) subjective evaluations of the underlying bargaining situation. Any
point x in policy space X can be mapped to the particular utility pair (uπ(x), uµ(x)) that
reflects players’ preferences for it. This defines the bargaining set U of all feasible utility
combinations. Utility pair uq = (uq

π, ūq
µ) ≡ (uπ(q), uµ(q)) summarizes players’ evaluation

of the status quo situation and has an important effect on negotiations.
Nash took U and uq ∈ U as a sufficient description of any bilateral bargaining situation,

assuming two perfectly rational players that cannot fool or trick each other. He searched for
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a mapping F from arbitrary bargaining problems 〈U, uq〉6 to a unique element F (U, uq) ∈ U
which satisfies “several properties that it would seem natural for the solution to have” (Nash
1953, p. 129). It can be deduced from these properties that the Nash bargain u∗ agreed on
by the players must be the (unique) solution to the maximization problem

max
u∈U,u=uq

(uπ − uq
π) · (uµ − uq

µ). (1)

The Nash bargain u∗ maximizes the product of both players’ utility gains relative to the
status quo. Graphically, one looks at the family of hyperbolas defined by all pairs (uπ, uµ)
which result in a given product k of utility gains. The tangency point of the subset of
Pareto-efficient and individually rational7 elements of U and the highest hyperbola still
having a point in common with this set defines u∗.

The Nash solution has been generalized by Kalai (1977) to reflect asymmetries between
players that are not already covered by any asymmetry of U . The asymmetric Nash
bargain with bargaining powers α ≥ 0 and β = 1− α ≥ 0 for EP and CM, respectively, is
the solution u∗ to the maximization problem

max
u∈U,u=uq

(uπ − uq
π)α · (uµ − uq

µ)β. (2)

An asymmetry in bargaining powers can, for example, arise from differences in players’
patience (see Section 4).

Consider the simple case of a unidimensional policy space X = [0, 1] and the risk-neutral
utility functions

uπ(x) ≡ u(π, x) = −|π − x| (3)

and
uµ(x) ≡ u(µ, x) = −|µ− x| (4)

for π, µ ∈ X. Suppose without loss of generality that π < µ and take the status quo to be
q = 0, i. e. let there be gains from trade. Then, uq = (−π,−µ) is players’ status quo utility.
Agreement on x = π results in the utility pair (0, π − µ), agreement on x = µ results
in (π − µ, 0) (see Fig. 3). Mapping any possible agreement x ∈ X to the corresponding
utility levels for both players yields the set U depicted in Fig. 4.8 The Nash bargain u∗

does, as indicated in Fig. 4, correspond to agreement on x = π, i. e. the ideal point of the
player closer to the status quo, EP. Algebraically, restricting attention to Pareto-efficient
agreements x ∈ [π, µ] judged better by both players than the status quo, one maximizes9

f(uπ, uµ) = (uπ − (−π))(uµ − (−µ)) (5)

6Technical conditions on 〈U, uq〉 like convexity and compactness are usually imposed in order to guar-
antee existence and uniqueness of the solution.

7Individual rationality combined with the voluntary character of any bilateral agreement imply u∗ = uq.
8The bargaining set U ′ = {(uπ, uµ) ∈ R2

− : uπ+uµ ≤ π−µ} can be obtained from U by adding irrelevant
alternatives. It satisfies the technical assumptions typically used by the Nash bargaining solution (it is
convex, closed, and bounded from above).

9For ease of exposition, we do not distinguish between utility functions ui and particular components
of elements of U , i. e. a utility level for player i, in our notation. Whether uπ refers to the utility function
itself or a particular utility level uπ(x), corresponding to some policy x, should be clear from the context.
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Figure 3: A unidimensional policy space and risk-neutrality

subject to (uπ, uµ) = uq and uπ + uµ = π − µ. Substituting the latter condition into (5),
one obtains

df

duπ

=
d [(uπ + π)(π − µ− uπ + µ)]

duπ

= −2uπ,

i. e. the Nash product f increases for uπ ≤ 0 and is maximal for uπ = 0. This implies
u∗ = (0, π − µ) and agreement on x∗ = π. The party less eager to replace the status quo,
in our example EP, gets exactly its ideal policy; the other one, here CM, has to be satisfied
with at least some improvement of the situation.10 Hence, intuitively appealing assertions
of EP and CM ‘meeting in the middle’ between their ideal policies – based on a superficial
symmetry between the two players – are too quick.

If EP’s and CM’s utility is not linear in distance to the respective ideal point but strictly
concave (corresponding to risk aversion or decreasing marginal returns from moving closer
to the considered player’s ideal point, e. g. ũ(λ, x) = −(λ − x)2), then the Pareto frontier
connecting the two extreme utility levels u ≡ (0, ũ(µ, π)) and u ≡ (ũ(π, µ), 0) becomes
strictly concave as well. Keeping the symmetry between EP and CM (they have the
same utility function u(λi, x), just different ideal points), this implies that the hyperbola
corresponding to the highest attainable level of the product of both players’ utility gains
touches U ’s Pareto frontier P (U) no longer at its right endpoint, u, but somewhere between
it and the middle of the curve.11

Suppose that EP and CM try to reach an agreement in a more than unidimensional

10Both players enjoy equal net utility gains in this linear case. If utility is assumed to be interpersonally
comparable, this means both benefit (relative to status quo) equally from the agreement.

11It cannot be to the left of the Pareto curve’s midpoint, which would correspond to an agreement x
closer to CM’s than to EP’s ideal point, because the Pareto frontier remains symmetric to the 45◦-line.
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policy space, e. g. the 2-dimensional space shown in Fig. 2. If utility is linearly decreasing
in distance, it will decrease (increase) linearly for EP (CM) as one moves from any point on
the contract curve C to another one closer to µ. The opposite applies for a move towards
π. Adding constants to players’ utility levels or multiplying them by any positive number
does not affect the Nash bargain because it results in equivalent utility representations.12

For example, the utility representations can be chosen such that u = (0,−d(µ, 0)) and
u = (−d(π, 0), 0), respectively, are players’ utility levels in the northwestern and south-
eastern endpoints of contract curve C. Then, EP and CM – according to Nash’s bargaining
solution – will agree on the policy x associated with utility levels (0,−d(µ, 0)). For the
configuration shown in Fig. 2 this does not, in contrast to the unidimensional case inves-
tigated above, actually correspond to EP’s ideal point because the latter would be worse
to CM than the status quo. Outcome x∗ is the Pareto-efficient policy which is the most
beneficial to EP among all policies that give CM at least as much utility as the status
quo, i. e. satisfy individual rationality. For d(π, 0) < d(µ, 0), CM benefits only weakly from
reaching an agreement – its greater dislike of the status quo deprives it from achieving a
strict utility increase over the status quo.

The argument concerning the case of concave utility given for the unidimensional case
applies also to higher dimensions: As players become (symmetrically) more risk averse, the
agreement will slowly improve for the player with greater dislike of the status quo, but still
remain biased to his counterpart’s favor. Focussing on cases with a differentiable Pareto

12Von Neumann-Morgenstern expected utility representation of preferences u is equivalent to any repre-
sentation ũ if one results from the other by applying an affine transformation, i. e. ũ = ρ+ω ·u for ρ, ω ∈ R
and ω > 0.
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frontier, this can be summarized as follows:

Proposition 1 Assume that preferences of EP and CM are represented by utility functions
ui(x) ≡ u(d(λi, x)) which are strictly decreasing and weakly concave in d(λi, x) and yield
a Pareto frontier described by a function φ : uπ(x) 7→ max{uµ(y) : y ∈ X ∧ uπ(y) = uπ(x)}
which is differentiable on the interior of the contract curve. Then the symmetric Nash
bargain x∗(π, µ) ≡ x∗ is closer to the ideal point which is closer to the status quo, i. e.

d(π, 0) < d(µ, 0) ⇐⇒ d(π, x∗) < d(µ, x∗),

whenever there are gains from trade.

The proof is provided in the appendix.
In case of convex utility, i. e. if players are risk-loving or experience increasing marginal

utility the closer x gets to their ideal point, the Nash bargain in general is no longer
well-defined. However, for the special case of spatial preferences considered in this paper,
the individually rational and Pareto-efficient policy x∗ most beneficial to the player with
smallest status quo distance remains the unique prediction.13

Status quo bias is robust to the introduction of moderately asymmetric bargaining
powers α and β = 1 − α in the Nash bargaining solution. For the one-dimensional linear
case studied above, the asymmetric Nash solution is the maximizer of

f(uπ, uµ) = (uπ + π)α · (uµ + µ)1−α

constrained by (uπ, uµ) = uq and uπ + uµ = π − µ. One can equivalently calculate the
maximizer of f̃(uπ, uµ) = ln f(uπ, uµ) which, after re-arranging, yields

df̃

duπ

=
uπ − 2απ + π

u2
π − π2

= 0

or
uπ = π(2α− 1)

together with (uπ, uµ) > uq as necessary conditions for an interior solution. Assuming
π < µ, the critical level of EP’s bargaining power αc below which the asymmetric Nash
bargain would actually turn out closer to CM’s than to EP’s ideal point, i. e. x∗ > (π+µ)/2,
is

αc =
3π − µ

4π
.

This is always smaller than 1/2 (considering the case of π ≤ µ) and may even be negative.
Only a sufficiently pronounced asymmetry in bargaining powers can overcome status quo
bias.

13See e. g. Osborne and Rubinstein (1990, pp. 16ff) or Harsanyi (1956) for justifications of the solution
u∗ to (1), which corresponds to x∗, as the expected bargaining result that do not rely on Nash’s original
axiomatic argument and do not assume convexity.
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Figure 5: Ultimatum game form, 2-stage and n-stage alternating offers bargaining game forms

4 Alternating Offers Bargaining

The Nash solution investigated above – like other solution concepts in cooperative game
theory14 – identify particularly ‘reasonable’ (as formalized by axioms) binding agreements
between two bargainers without specifying an actual process of negotiation. Non-cooperative
models of bargaining, in contrast, consider bargaining as a fully specified game; any agree-
ments prior to playing the game are assumed to be non-binding and are hence ignored.

Again, consider the unidimensional policy space X = [0, 1], ideal points π and µ for EP
and CM where without loss of generality π ≤ µ, and status quo q = 0 (see Fig. 3).15 Then,
the set of Pareto-optimal policies which satisfy individual rationality is X̃ = [π, min{µ, 2π}]
because any x > 2π would be worse to EP than the status quo while any x < π or x > µ
could be improved upon to the benefit of both EP and CM. We will write µ′ ≡ min{µ, 2π}
in the following and restrict proposals to X̃.

One of the simplest non-cooperative models of bilateral bargaining is the ultimatum
game illustrated in Fig. 5 (a). It supposes that CM moves first and makes a proposal
x0 ∈ [π, µ′] and that EP can only respond to the proposal by either rejecting or accepting
it. This corresponds to a take-it-or-leave-it agenda setting game. For simplicity, let both
players’ utility functions be linear as in (3) and (4). A very clear prediction is obtained
for this simple bargaining protocol. Namely, the ultimatum game has a unique subgame
perfect equilibrium (SPE). Any strategy of EP which prescribes rejection in case of a

14See e.g. the axiomatic approach to bargaining between groups proposed by Chae and Heidhues (2002).
15q ∈ (0, π) and q ∈ (µ, 1] would lead to qualitatively identical conclusions, where in the latter case CM

is the player with smaller status quo distance. For q ∈ (π, µ) there is no mutually beneficial policy change
and hence x∗ ≡ q.
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proposal x0 ∈ [π, µ′) would constitute an incredible threat ; namely, it is suboptimal for EP
to reject a utility improvement of ∆ = −(x0−π)−(−π) = 2π−x0 > 0 relative to the status
quo. The SPE concept rules this out. The only candidates for EP’s strategy in a SPE are
therefore the strategy s′2 which accepts any offer x0 ∈ [π, 2π] but rejects x0 = µ′ = 2π in
case of µ ≥ 2π, and the strategy s∗2 which accepts any offer x0 ∈ [π, µ′].16 The strategy
profile (µ′, s∗2) is a SPE – specifying that CM asks for its maximal feasible gains from trade
(either implementing its ideal point or the point closest to it that is no worse to EP than
the status quo), and EP accepts.17 The profile (µ′, s′2) is no SPE since it is sub-optimal
for CM to propose s1 = µ′ in case of µ′ = 2π (which is rejected by s′2) anticipating that
any proposal s1 < 2π would be accepted by EP. Since, however, no such proposal s1 is
optimal – max [π, µ′) does not exist – (µ′, s∗2) is the unique SPE of the ultimatum game
and x∗ = µ′ is its outcome in policy terms.

This SPE prediction reflects overwhelming bargaining power of CM as the proposer in
the ultimatum game. Similarly, if EP were the proposer and CM the responder, x∗ = π
would be the very asymmetric outcome.18 Ultimatum bargaining has been proposed as a
model for decision-making in the Conciliation Committee by Steunenberg and Dimitrova
(1999). They argue that, although officially the Committee is co-chaired by CM’s presiding
member and EP’s Vice-President, the former exerts agenda setting power due to its more
important role at the preparatory stage before the committee meets. Crombez (2000),
in contrast, assumes that the EP takes the lead and makes a take-it-or-leave-it proposal
to CM. No matter which of these contradicting assertions about who moves first is a
better model of reality, ultimatum bargaining rests on more than agenda setting. The SPE
prediction is driven by the first mover’s opportunity to credibly make a take-it-or-leave-
it offer or, equivalently, to irrevocably commit to its initial proposal. In our view, this
is unrealistic assumption for the Conciliation Committee. Hence, ultimatum bargaining
should be regarded as, at best, a coarse first approximation.

SPE predictions already change significantly if, a little more realistically, the game has
two stages as in Fig. 5 (b). Suppose that after having rejected an offer x0, EP can make
a counter-offer x1. The overall surplus division will then reflect EP’s advantage of making
a credible take-it-or-leave-it offer at stage 2 (referred to as period t = 1), while possible
renegotiation in stage 2 renders any proclaimed commitment to a particular division by
CM in stage 1 incredible.

Yet more realistically, one can consider the alternating offers bargaining game with n
stages illustrated in figure 5 (c). Let players’ preferences over outcomes (x, t), specifying

16Considering offers from the entire interval [0, 1] instead of only those from [π, µ′] does not affect results.
In the former case, s∗2 would prescribe acceptance of any x ∈ [0, 2π] for EP, but CM prefers not to propose
any x < π or, in fact, x < µ′.

17Acceptance by EP is only a weak best response for µ′ = 2π. This Nash equilibrium is therefore not
strict.

18The issue of responder’s individual rationality does not arise if X is unidimensional and the player
closer to the status quo proposes.
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the agreed policy and the time of agreement, be of the particularly simple type

Uπ(x, t) = U(π, x, t) = δt
π · u(π, x)

Uµ(x, t) = U(µ, x, t) = δt
µ · u(µ, x)

(6)

for discount factors δi ∈ (0, 1), which reflect players’ patience, and function

u(λi, x) = λi − |λi − x|, (7)

which represents players’ spatial preferences in any fixed period t. Utility functions Uπ

and Uµ formalize indifference between an eventual failure of negotiations (no agreement
reached in the final period and thus the status quo prevails) and any earlier confirmation
of the status quo (agreement on status quo policy q = 0 in period t < n − 1) because
U(λ, 0, t) = 0 for any t = 0, . . . , n− 1. The same would be true – and the following results
would be unchanged – if u is multiplied by any constant ω > 0; thus, players’ utility levels
in their respective ideal points e. g. could be chosen to both equal 1.

Consider first n = 2, the two-stage game depicted in Fig. 5 (b). With preference
specification (6), EP would anticipate to achieve x∗1 = π in period t = 1 if it rejects CM’s
proposal x0. Knowing that x∗1 would result in utility level Uπ(π, 1) = δππ for EP, CM
optimally chooses its proposal x0 such that EP weakly prefers accepting it to outcome
(x, t) = (π, 1), i. e.

Uπ(x∗0, 0) = π − (x∗0 − π)
!
= δππ = Uπ(π, 1)

⇐⇒ x∗0 = 2π − δππ.

CM’s strategy of proposing x∗0 in t = 0 and accepting any x1 ∈ [π, µ′] in t = 1, and EP’s
strategy of accepting offers x0 ≤ x∗0 in t = 0 and proposing x∗1 in t = 1 form the unique
SPE of the game.19 Hence in the alternating offers bargaining game with two stages in
which CM proposes first, x∗0 = 2π− δππ is proposed and immediately accepted. If EP had
the right to propose first, the equilibrium outcome would be x∗0 = δµµ

′ instead.
Above backward induction argument of players’ correctly anticipating how much they

have to offer in order to make their counterpart at least indifferent between accepting an
offer and rejecting it in favor of playing the continuation game can be applied to alternating
offers bargaining for any given number n of stages. One obtains

Proposition 2 Given ideal points π ≤ µ and the finite set of periods T = {0, . . . , n− 1},
n ≥ 1, the unique SPE outcome of the alternating offers bargaining game with n stages and
preferences described by (6) and (7) in which CM proposes first is the efficient outcome
(x∗(n, δµ, δπ); 0) with

x∗(n, δµ, δπ) =

bn−1
2
c∑

t=0

(δµδπ)t · µ′ +
bn−2

2
c∑

t=0

(δµδπ)t · (2π − δππ − µ′)− δπ ·
bn−3

2
c∑

t=0

(δµδπ)t · π (8)

where byc denotes the biggest integer smaller than or equal to y.

19Recall that strategies are complete plans of action defining what a player does even in situations that
are impossible given the correct implementation of own and others’ specified choices.
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The proof is given in the appendix. Prop. 2 contains a compact description of the predicted
outcome of bargaining in the Conciliation Committee for a given number of (potential)
bargaining stages n and players who discount future utility.20

A player’s opportunity to make the final take-it-or-leave-it offer in period t = n− 1 is a
source of bargaining strength. For small n this may over-compensate status quo bias: As
seen above, if n = 1 and CM proposes, the SPE outcome is x = µ′, i. e. either CM obtains
its ideal point µ or x = 2π which makes CM the only party to strictly benefit from a status
quo change despite greater distance to it.21

EU deadlines for reaching a decision in the Conciliation Committee combined with the
specific schedules of its members may define some final period in real negotiations.22 Yet,
it seems arbitrary to use any particular n in the model. A focal benchmark case is therefore
bargaining without any fixed final round.

Though absence of a final period forbids the backward induction argument for finite
horizon bargaining underlying (8), there is an even neater solution for an infinite time hori-
zon. Rubinstein’s (1982) main result – concerning much more general types of preferences
than the linear case studied above – implies that

x∗(δµ, δπ) =
2π(1− δπ)

1− δπδµ

(9)

is the unique SPE policy outcome, which is proposed by CM and immediately accepted by
EP. Non-trivially, it is indeed the limit of (8) as n →∞:

lim
n→∞

x∗(n, δµ, δπ) =
∞∑

t=0

(δµδπ)t · µ′ +
∞∑

t=0

(δµδπ)t · (2π − δππ − µ′)− δπ ·
∞∑

t=0

(δµδπ)t · π

=
µ′

1− δµδπ

+
2π − δππ − µ′

1− δµδπ

− δπ · π
1− δµδπ

= x∗(δµ, δπ)

In case that EP is the first to propose, the SPE outcome is

x∗(δπ, δµ) = δµ
2π(1− δπ)

1− δπδµ

(10)

instead (still considering π ≤ µ – for π > µ the roles of µ and π are to be switched).
Assuming identical patience δµ = δπ = δ ∈ (0, 1) and considering the limit case of

extreme patience, δ → 1, both (9) and (10) converge to limδ→1 x∗(δ, δ) = π. So, no matter

20Note the somewhat surprising feature of above SPE that the agreement is influenced by the final period
and who proposes in it, but is already reached in t = 0. This is a consequence of the assumed perfect
rationality of EP and CM and the fact that preferences are considered to be common knowledge.

21If π ¿ µ, i. e if EP is rather satisfied with the status quo while CM is not, the SPE outcome µ′ is still
very close to EP’s ideal point, π, and far from CM’s, µ.

22The time for the Conciliation Committee is limited to eight weeks – two weeks devoted to preparation
plus six weeks for bargaining. The total period can be extended up to three months. Note that the member
state which is holding presidency can postpone the preparatory stage and hence conciliation.
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whether CM or EP has the initiative in the Conciliation Committee, the bargaining result
amounts to implementation of the ideal point of the player with smaller distance to the
status quo. We observe exactly the same pronounced status quo bias as in the linear utility
version of Nash bargaining.

This is not surprising: Rubinstein’s noncooperative analysis of an explicit, extensive-
form bargaining game and Nash’s cooperative analysis of the implications of “reasonable
properties” are very closely related. This was first pointed out by Binmore (1987). Namely,
if the time that passes between each rejection and counter-offer becomes negligibly small,
while the discount factors δµ and δπ applied to payoffs delayed by a fixed time interval
stay constant (so that players become almost indifferent to the period of agreement) the
SPE payoffs to CM and EP approach the utility levels of the asymmetric Nash bargaining
solution with bargaining powers

β =
ln δ2

ln δ1 + ln δ2

and α = 1− β

for CM and EP of the bargaining problem defined by players’ respective, possibly non-linear
utility of policy x for all x ∈ X = [0, 1] and status quo q = 0 (cf. Section 3). Rubinstein’s
model of alternating offers bargaining thereby provides a foundation of the asymmetry in
(2) based on perfectly rational strategic interaction with asymmetric patience.

The close relation between the Nash solution and Rubinstein bargaining with discount-
ing implies that the former’s status quo bias established in Prop. 1 is also a feature of the
latter, at least if EP and CM do neither discount future utility too much (so that x∗(δµ, δπ)
is close to its Nash solution limit) nor too asymmetrically (so that α is still above the criti-
cal level αc identified in Sect. 3). This applies to fairly general stage-level utility functions
u(λi, x) and multidimensional policy spaces as long as one crucial aspect of the preferences
defined by (7) is kept: For any policy x that improves upon the status quo from EP’s and
CM’s perspective, both EP and CM prefer to agree on it rather sooner than later. Hence,
if the stage utility function

u(λ, x) = −|λ− x|,
which was a straightforward choice in Sect. 3 and for the ultimatum game, were used
in intertemporal utility functions (6) instead of u(λ, x) = λ − |λ − x|, one would obtain
neither above SPE outcome x∗(δµ, δπ) nor status quo bias. U(λ, x, t) = δt · u(λ, x) in this
case would specify indifference of both players concerning the time of an agreement on their
respective ideal point (U(λ, λ, t) = 0 for any t ≥ 0). And yet more oddly, an agreement
on anything other than one’s ideal point would be judged better by U , the more distant
in time it is (δtu(λ, x) < 0 increases in t for x 6= λ).23 This stresses the point made in
Sect. 2 concerning the importance of appropriately representing spatial preferences in a
bargaining context.

Of course, stationary discounting is just one way to model EP’s and CM’s impatience in
implementing a Pareto-improvement of the status quo.24 An appealing alternative choice

23U captures the ‘suffering’ from a non-ideal policy and that a utility loss tomorrow is preferred to one
today. The negative consequences of the status quo are not accounted for.

24The case of non-stationary discounting is considered by Rusinowska (2002).
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is
Uπ(x, t) = U(π, x, t) = u(π, x)− t · cπ

Uµ(x, t) = U(µ, x, t) = u(µ, x)− t · cµ,
(11)

which formalizes that EP and CM suffer a fixed utility cost of cπ ≥ 0 and cµ ≥ 0, respec-
tively, for any period of unsuccessful bargaining and delay. Immediate agreement on some
proposal x0 = x∗ which gives the responding player at least as much utility as rejection
and a counter-proposal x1 which would in equilibrium be accepted by the original proposer
(i. e. gives at least as much utility as rejection and a counter-proposal x2 which would
. . . , etc.) is again an SPE outcome.25 The precise agreement, again assuming that CM
proposes first, is found by solving the equations

x0 = vπ(x1)
x1 = vµ(x0),

(12)

where vi(x̃) denotes the from player j’s point of view best policy x whose implementation
in t = 0 (or, in general, period t) is weakly preferred by player i to implementation of x̃ in
t = 1 (or, in general, period t+1). In a loose sense, vi(x̃) is the present value to player i of
a refusal, and player j can obtain i’s consent only by offering at least something as good as
vi(x̃). Function vi(x̃) takes into account player i’s individual rationality (e. g. EP will never
agree to any x > 2π), and it may actually give more utility to player i than (x, t) = (x̃, 1)
would if that is in player j’s own interest. Functions vπ(x1) and vµ(x0) are illustrated in
Fig. 6 for the case of cπ > cµ and µ > 2π.26 The figure covers all policies x in [0, 1] rather
than only the Pareto-efficient and individually rational ones in [π, µ′], confirming that the
latter restriction is without consequences. The unique intersection point corresponds to
the following solution to (12):

x∗0(cµ, cπ) = µ′ = 2π
x∗1(cµ, cπ) = µ′ − cµ.

Policy x∗0(cµ, cπ) is the unique SPE outcome in case that CM proposes first, and x∗1(cµ, cπ)
would be the unique SPE outcome of the same game if EP were to propose first.27 For
cπ < cµ, the corresponding values are28

x∗0(cµ, cπ) = π + cπ

x∗1(cµ, cπ) = π.

Hence the infinite horizon alternating offers bargaining game in which players experience a
constant cost for any period of delay, rather than discount utility, predicts that the player

25It is unique for cπ 6= cµ.
26A similar picture could be used to graphically derive the SPE policy x∗(δµ, δπ) for above discounting

time preferences. vπ(x1) and vµ(x0) would have similar shapes but different kinks and slopes. For example,
x0 = vπ(x1) would be defined by the points (2π, 1), (2π, 2π), (2π−δππ, π), and (2π, 0) in x0-x1 coordinates.

27For µ′ − cµ < π, the outcome would be x∗1(cµ, cπ) = π, i. e. EP as the initial proposer can – in view of
both players’ high costs of any delay – implement its ideal point despite greater bargaining costs.

28Analogous to above footnoote, x∗0(cµ, cπ) = µ′ for cπ > µ′.
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Figure 6: Rubinstein bargaining with constant costs of delay cπ and cµ

with lower costs of delay gets exactly or approximately his ideal point if costs of delay are
small. The intuition for this result is that both EP and CM correctly anticipate that the
player with smaller cost would win any ‘war of attrition’ started by a refusal of the initial
proposal.

Rubinstein bargaining with constant costs of delay is less commonly used in applications
compared to the discounting version not only because of this rather extreme29 prediction
and the lack of a close relationship with other bargaining models such as the Nash solution.
In addition, there is no unique SPE prediction for the focal case of both EP and CM
having identical costs of delay.30 Assuming that either EP or CM has smaller costs of
delay, the two will only by coincidence (e. g. for µ = 3π) agree on a policy in the middle
of their respective ideal points. Also, there is slight status quo bias because the individual
rationality constraint of the player closer to q may bind, while that of his counterpart
cannot bind at least in the linear case. However, this is only an issue for particular π-µ-
combinations and if the player with greater status quo distance proposes first.

29Note that the strong bias of above SPE towards the player with smaller costs of delay does not require
a big difference between cµ and cπ, but holds for even the tiniest gap between them. This is one of the
reasons for using the term ‘extreme’.

30For cπ = cµ, as can be easily checked with Fig. 6, there are infinitely many solutions to (12) and
corresponding SPE. Some SPE involve inefficient delay.
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5 Bargaining between Boundedly Rational Agents

The basic alternating offers model studied in Sect. 4 lends itself to a great multitude of
variations.31 These e. g. account for different inside or outside options of the two players,
can incorporate chance moves that may unexpectedly terminate uncompleted negotiations,
or allow for the possibility that CM does not know EP’s valuation of policies and vice versa.
These models help to evaluate the strategic advantage or disadvantage caused by certain
characteristics of players (e. g. status quo distance, time or risk preference) and the assumed
bargaining procedure (e. g. a given time horizon, or sequence of offers). All are based on
the central assumption that players are perfectly rational. It can be questioned – and
numerous laboratory experiments on strategic interaction between individuals emphasize
the relevance of this question – whether real human beings are actually capable of reasoning
their way through the (potentially infinite) back and forth of offers and counter-offers which
underlay above analysis. Moreover, would they actually try to get the ‘best deal’ close to
their ideal point or possibly just want to meet a certain aspiration level or agree on a ‘fair
deal’?

There is ample experimental evidence that individuals are not only, and in many cases
not even primarily, interested in maximizing personal material gains. People satisfice,
have an aversion to inequity, and reciprocate friendly or unfriendly behavior – even un-
der conditions of anonymity and despite substantial temptations to free-ride or costs of
punishing uncooperative behavior (see e. g. Roth, 1995, Fehr and Gächter, 2002, and Fehr
and Schmidt, 2001). This suggests that simple Euclidean preferences are a much greater
abstraction than it appears. However, there is at least some evidence (see e. g. Bornstein
and Yaniv, 1998, and Kocher and Sutter, 2002) that other-regarding motives play a smaller
role in strategic interaction between groups of agents, who like the members of CM and
EP have to make intra-group decisions before they interact, than individuals.

Obvious bounds of human intelligence and rationality seem also less restrictive in our
context. Professional decision-makers in CM and EP establish common positions and
then seek mutually beneficial compromises in often lengthy discussions of every pro and
con, aided by expert consultants. This is remote from a typical laboratory experiment in
which subjects face a stylized bargaining problem to be solved in minutes or an hour, with
monetary rewards in the order of 10–30 euro.32 Moreover, the conventional rationality
assumptions are sufficient for the conclusions reached above, but by no means necessary.
Simple-minded economic or political agents, who, for example, are ‘programmed’ to a par-
ticular strategy and replaced by others if they are too unsuccessful or who select strategies
by imitating successful peers, can end up with highly rational outcomes. They are in fact
likely to do so given enough time and a sufficiently stable environment (cf. results on evo-
lutionary game theory and learning collected e. g. by Weibull, 1995, and Fudenberg and

31Many are collected in Muthoo (1999) and also Osborne and Rubinstein (1990).
32This does not question the robustness of puzzling experimental findings themselves, such as rejections

of positive offers in ultimatum games. Many experiments yield surprisingly similar results when carried
out in different cultures, with different time frames, different levels of abstraction, and material rewards
ranging from nothing to more than a monthly income.
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Levine, 1998).
A number of bargaining models which suppose boundedly rational agents have been

investigated (see Napel, 2002, for an overview). They focus on feedback dynamics and
often the co-evolution of entire populations of agents. Agents are assumed to use rules
of thumb which are, at best, locally optimizing and involve only a heuristic exploitation
of available information. Young’s (1993) prominent model of adaptive play considers two
populations of agents, representatives of whom are randomly selected in each period to
play a simple bargaining game.33 Selected agents most of the time choose an optimal
reply to a sample of their counterparts’ m most recent strategy choices. The size of the
sample may differ between both populations. Thus, players form differently informed
expectations about their counterpart’s strategy in the present period; they act myopically
in that they ignore any consequences of their behavior on the other population’s beliefs and
future choices. Occasionally (formalized by a probability ε > 0), a selected agent chooses
completely at random from his entire set of available strategies.

A stochastic process is defined by these repeated draws of agents and their myopic
interaction. The distribution over its states, defined by both populations’ m most recent
strategy choices, converges to a stationary distribution that is independent of the initial
state. If agents sample no more than half of the last m available observations, all samples
have positive probability, and any strategy that constitutes a best reply to a given sample
has positive probability of being chosen as the respective agent’s myopic response to his
sample, this stationary distribution turns out to concentrate all weight on states which
correspond to the repeated implementation of the asymmetric Nash bargaining solution as
ε → 0. Agents’ bargaining power is proportional to their population’s respective sample
size.

The relevance of Young’s results to modelling bargaining in the Conciliation Committee
lies in its further corroboration of the Nash bargaining solution: The agreement which
maximizes the product of two bargainers’ utility gains over the status quo is again singled
out – by a model remote from both Rubinstein’s perfectly rational bargainers who exactly
know each other’s preferences and Nash’s axioms. Young makes minimal assumptions on
the players’ information and rationality, and yet arrives at, roughly speaking, the same
conclusions as Nash and Rubinstein. Several other models that make similarly minimal
rationality assumptions and confirm the predictions of high-rationality models have been
studied (cf. e. g. Binmore, Piccione, and Samuelson, 1998, or van Bragt, Gerding, and
La Poutré, 2000).34 Their point is that one can have at least some confidence that the
Nash-Rubinstein bargaining theory outlined in Sect. 3 and 4 captures essential features of
bargaining in a number of contexts.

33It is a version of the demand game: Both agents simultaneously demand shares of a surplus. If agents’
demands in sum amount to no more than the total surplus, both players receive their demands. If demands
are incompatible, both players receive nothing.

34Of course, there are also a number of models of boundedly rational bargaining which do not confirm
SPE-predictions, especially for ultimatum games where experimental evidence has also not been very
supportive of them (see e. g. Roth and Erev, 1995, Slonim and Roth, 1998, and Napel, 2003).
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6 Implications for Inter-institutional Power

One of the main reasons for caring about a reasonable model of decision-making in the
Conciliation Committee are the strategic repercussions that even the mere possibility of
invoking the Conciliation Committee has on the codecision procedure as a whole. Taking
these into account should yield better predictions of policy outcomes.35 Moreover, it allows
for a more accurate a priori evaluation of whether EP and CM are truly symmetric co-
decision-makers and of how successful different players, referring to concerned institutions
as well as their individual members, will be on average given the decision procedure and
compared e. g. to possible amendments.

Average success, assessed by making reality-informed or normatively motivated distri-
butional assumptions about preferences and using above equilibrium predictions, is one
useful indicator of potential biases in codecision. It does in general, considering more than
two players, not reveal who is decisive or influential for realized policy outcomes, i. e. which
players are how powerful in defining the results of EU codecision. This is because success
can be due to the power to shape a collective decision according to one’s individual prefer-
ences as well as the luck of finding oneself in agreement with a collective decision on which
one had marginal or no influence. Disentangling both is a main purpose of the theory of
power measurement.

A priori power in EU decision making has been analyzed by power indices defined on
the domain of cooperative simple games in many studies (see e. g. Nurmi, 1998, ch. 7, or
Holler and Owen, 2001, for overviews). Simple games condense decision making into a 0-1-
framework, describing which coalitions can jointly produce a collective decision and which
cannot; there is no distinction between different kinds of decisions. Simple games do not
account for any procedural details such as the distinction between a vote on a randomly
drawn proposal (if such a thing exists), a vote on the proposal of a given agenda-setter,
and the pursuit of a bilateral or multilateral agreement within a given bargaining protocol.
Modelling bargaining in the Conciliation Committee in that framework and assuming,
as above, that CM and EP act like unitary actors (whose respective yes-or-no decision
is possibly determined in a different simple game reflecting the decision rule within CM
and EP, respectively), one obtains a unanimity game in which both players have equal
a priori power. This seems a reasonable assessment at first sight, corresponding to the
qualitative conclusions of Crombez (2000) and Garrett and Tsebelis (2000). Quantitative
power analysis based on the explicit game-theoretic models studied above can, however,
lead to a very different assessment, which to us is more convincing.

To move from Nash or Rubinstein predictions to a quantitative evaluation of the distri-
bution of a priori power in the Conciliation Committee, we apply the framework proposed
for power analysis by Napel and Widgrén (2002). It defines a player’s a priori power in a
given decision procedure and for a given probabilistic distribution of all relevant players’
preferences as the expected change to the equilibrium collective decision which would be

35This assumes knowledge about the preferences of the relevant players. See Napel and Widgrén (2003)
for a detailed analysis of the codecision procedure as a whole.
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brought about by a change in this player’s preferences.36 In a spatial voting context, this
links power to the question: Which impact would a marginal or fixed-size shift of a given
player’s ideal policy point have on the collective decision? Note that a player can be pow-
erful in defining the collective decision without being the one to benefit the most from it.
This approach to power measurement via a sensitivity analysis of collective decisions gen-
eralizes the weighted counting of players’ pivot positions which is the basis of conventional
power indices.37

Assuming a unidimensional policy space X = [0, 1] and linear spatial preferences, power
analysis of the Conciliation Committee amounts to an investigation of the change in the
equilibrium policy outcome effected by a shift of π or µ to the left or right. We consider
the effect of marginal shifts of ideal points and hence look at the partial derivatives of the
predicted outcome. The Nash bargaining solution yields

x∗(π, µ, q) =





π if q < π ≤ µ or µ < π < q,
µ if q < µ < π or π ≤ µ < q,
q otherwise.

Hence the a posteriori power of EP for a given realization of status quo q and ideal points
π and µ is

∂x∗(π, µ, q)

∂π
=

{
1 if q < π < µ or µ < π < q,
0 otherwise.

(13)

This formalizes that any (small) change of the player’s ideal point with smaller status quo
distance translates into a same-size shift of the agreed policy, provided there is agreement
about changing the status quo in at all.

A priori, the expected impact that any marginal shift of EP’s ideal policy π would have
on the collective decision reached in the Conciliation Committee is therefore

ξπ = Pr(q̃ < π̃ < µ̃) + Pr(µ̃ < π̃ < q̃),

where q̃, π̃, and µ̃ denote the random variables corresponding to status quo and ideal points.
Not surprisingly, a priori power crucially depends on the distributional assumptions one
makes about EP’s and CM’s ideal points and the status quo. In the absence of any other
information, it is at least reasonable to assume that the status quo is uniformly distributed
on X, implying

ξπ =

∫ 1

0

Pr(q < π̃ < µ̃) dq +

∫ 1

0

Pr(µ̃ < π̃ < q) dq

If π̃ and λ̃ are uniformly distributed, too, this evaluates to ξπ = 1/3. This number can also
be directly deduced from the fact that there are six equally likely orderings of the three

36Alternatively, and more directly, one may work with probabilistic assumptions about players’ actions
rather than preferences which then induce actions.

37All established indices for simple games, such as the Banzhaf index or the Shapley-Shubik index, can be
obtained in this generalized framework by rather simple distribution assumptions and decision protocols.
See Napel and Widgrén (2002) for details.
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random variables q̃, π̃, and µ̃, and that in two of them EP has power 1. In expectation, a
change of EP’s position on a given policy issue by one marginal unit results in a shift of the
collective decision by one third marginal unit. Analogously, one obtains ξµ = 1/3. So for
uniformly distributed ideal points of EP and CM, the equal-power indication based on a
simple game model is confirmed. However, uniformity is no very convincing assumption at
the level of EP and CM because it neglects the differences in the internal decision making
of both institutions which are an important part of the codecision procedure and its final
bargaining stage investigated here. They comprise very different numbers of members and
apply different majority rules to reach a decision or find a common position.

To capture this, assume that individual members of EP and CM have random ideal
points π̃1, . . . , π̃k and µ̃1, . . . , µ̃m drawn independently from institution-specific symmetric
distributions F and G with k = 626 and m = 15. For simplicity, we ignore that the
15 members of CM have different voting weight, i. e. assume simple voting in both EP
and CM.38 Any change to the status quo then needs at least p = 314 supporters in EP
and r = 11 supporters in CM, where the latter number approximates the 71% threshold
that exists for weighted voting in the real CM. For a policy x > q to the right of the
status quo, the 314-th ideal point counted from the right is the critical position in EP. If
the corresponding player prefers x to q, so will all 313 voters to his or her right and the
proposal is passed. If that player prefers q, so will all 312 voters to his or her left and the
proposal fails to get the required majority. Similarly, for a policy x < q the 314-th ideal
point counted from the left is crucial in EP. We therefore identify π̃ with the p-th smallest
value of π̃1, . . . , π̃k, also called p-th order statistic π̃(p), when evaluating policies x < q, and
with the (k−p+1)-th smallest value, i. e. order statistic π̃(k−p+1), when evaluating policies
x > q. Similarly, CM’s random position µ̃ is given by µ̃(r) and µ̃(m−r+1) for x < q and
x > q, respectively.

Assuming that density functions f· exist for all these order statistics and denoting
cumulative distribution functions by F·, one obtains:

ξπ =

∫ 1

0

Pr(q < π̃(k−p+1) < µ̃(m−r+1)) dq +

∫ 1

0

Pr(µ̃(r) < π̃(p) < q) dq

=

∫ 1

0

∫ 1

q

Pr(q < π̃(k−p+1) < µ) fµ̃(m−r+1)
(µ) dµ dq +

∫ 1

0

∫ q

0

Pr(µ < π̃(p) < q) fµ̃(r)
(µ) dµ dq

=

∫ 1

0

∫ 1

q

[Fπ̃(k−p+1)
(µ)− Fπ̃(k−p+1)

(q)] fµ̃(m−r+1)
(µ) dµ dq

+

∫ 1

0

∫ q

0

[Fπ̃(p)
(q)− Fπ̃(p)

(µ)] fµ̃(r)
(µ) dµ dq.

One can exploit that for identical symmetric distributions of π̃1, . . . , π̃k, the distribu-
tions of order statistics π̃(p) and π̃(k−p+1) satisfy the following symmetry condition (see e. g.

38This assumption has only small effect on inter -institutional power. Heterogenous weights make the
distribution of the pivotal ideal point more similar to the distribution of (large) individual players’ ideal
points. See the comments at the end of this section.
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Arnold et al., 1992, p. 26):

fπ̃(p)
(x) = fπ̃(k−p+1)

(1− x) and Fπ̃(p)
(x) = 1− Fπ̃(k−p+1)

(1− x). (14)

The same applies to µ̃(r) and π̃(m−r+1). With (14), one has

∫ 1

0

∫ 1

q

[Fπ̃(k−p+1)
(µ)− Fπ̃(k−p+1)

(q)] fµ̃(m−r+1)
(µ) dµ dq

=

∫ 1

0

∫ 1

q

[Fπ̃(p)
(1− q)− Fπ̃(p)

(1− µ)] fµ̃(r)
(1− µ) dµ dq

=

∫ 0

1

∫ 0

q̄

[Fπ̃(p)
(q̄)− Fπ̃(p)

(µ̄)] fµ̃(r)
(µ̄) dµ̄ dq̄

=

∫ 1

0

∫ q̄

0

[Fπ̃(p)
(q̄)− Fπ̃(p)

(µ̄)] fµ̃(r)
(µ̄) dµ̄ dq̄

where the second equality results from substitution (µ̄, q̄) ≡ (1 − µ, 1 − q). Hence, given
symmetric distributions of ideal points, situations in which both EP and CM want to
change policy to the right or, respectively, the left of the status quo are symmetric, and
thus

ξπ = 2 ·
∫ 1

0

∫ 1

q

[Fπ̃(k−p+1)
(µ)− Fπ̃(k−p+1)

(q)] fµ̃(m−r+1)
(µ) dµ dq.

Now, it is to us a much more reasonable a priori assumption that individual decision
makers’ ideal points in both EP and CM come from a uniform distribution. Using analogue
reasoning for CM, we obtain39

ξπ = 0.061
ξµ = 0.557

(15)

These numbers do not only diverge significantly from the value of 1/3 derived above, but
also indicate a much greater sensitivity of Conciliation Committee decisions to CM than
to EP. The reason is the following: First, EP’s simple majority rule together with its great
number of members implies that the random ideal point of its pivotal member, and hence
by our assumption EP’s ideal point π̃ in the Conciliation Committee, has a distribution
(conditioned on the status quo) which is highly concentrated around the mid-point of policy
space X.40 Second, CM’s qualified majority rule ensures that the distribution (conditioned
on the status quo) of the ideal point of its pivotal member – the 11-th most enthusiastic or
5-th least enthusiastic about changing the status quo in the considered direction – is more
spread out and, importantly, skewed with a peak rather close to the status quo.41 In other

39This uses a normal approximation of the (313,314)-Beta-distribution of EP’s median’s ideal point given
q̃ < π̃.

40Considering the case in which EP and CM prefer moving to the right of the status quo, E(π̃(k−p+1)) =
313/627 with a standard deviation of less than 0.02.

41Similarly, E(µ̃(m−r+1)) = 5/16 with a standard deviation of more than 0.11.
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words, qualified majority implies a rather conservative position of CM in the Conciliation
Committee while EP is usually more progressive and centrally located. Status quo bias in
bargaining, established in Sect. 3 and 4, translates this into an inter-institutional bargaining
advantage for CM, which implies significantly greater average influence and power for CM
in the Conciliation Committee.

Party memberships in EP should result in a positive correlation between many ideal
points π̃1, . . . , π̃k, which will mitigate the centrality of π̃. Also, weighted voting in CM
somewhat reduces the skewness. In view of these two issues, ξπ and ξµ in (15) slightly
exaggerates the difference between EP’s and CM’s average influence in the Conciliation
Committee. Nevertheless, the difference is real and highly relevant. It is not identified by
any assessment based on simple game indices. It is revealed, though, by inter-institutional
power analysis based on explicit game-theoretic models such as those studied in Section 3
or 4.

7 Concluding Remarks

Most observers of European integration agree that EU decision making has developed
in the direction of a balanced bicameral system. The set of policy areas to which the
codecision procedure applies has been extended, making it the most important decision
making procedure of the EU. The procedure itself has been made more symmetric. This
paper has studied the final stage of codecision, the Conciliation Committee. It is the key
forum in which European Parliament and Council of Ministers – aided by the supposedly
neutral Commission – are seeking legislative agreement.

The mostly qualitative assessments of who shapes the compromises reached by EP and
CM – and hence the distribution of power between these two players – by different authors
diverge. Some scholars have argued that the European Parliament and the Council of
Ministers act as equally influential co-legislators already, while others deduce asymmetry.
The divergent assessments are mostly due to differences in modelling, in particular of
agenda-setting. Steunenberg and Dimitrova (1999) and Crombez (2000) assume that one
player acts as the agenda setter and thus supposedly has the capacity to irrevocably commit
to a take-it-or-leave-it policy proposal. The latter presumption is very questionable. Also,
there is no agreement between them whether EP or CM has the initiative. Fortunately,
this does not matter much if EP and CM can engage in multiple rounds of bargaining and
are not too impatient.

To us, the Amsterdam version of codecision gives neither EP nor CM a significant
direct procedural advantage. In this respect we side with Tsebelis and Garrett’s (2000)
assessment. However, in this paper we have argued that the apparent symmetry between
Parliament and Council as co-legislating institutions does not imply they are equal partners
or equally powerful. This is a non-trivial consequence of the fact that these institutions
use distinct internal decision mechanisms – in particular different majority thresholds –
which provide an indirect procedural (dis-)advantage. Section 6 has discussed this issue
in detail, based on our earlier deduction of status quo bias in Conciliation Committee de-
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cisions from standard bargaining models. While both institutions are formally symmetric
in the Conciliation Committee, different majority thresholds imply different (average) bar-
gaining positions. This creates a significant asymmetry in the Conciliation Committee –
with greater influence for the on average more conservative Council of Ministers (referring
to smaller interest in amending the status quo). The gradual shift towards bicameral-
ism observed in the past is therefore ‘incomplete’ even in those policy domains to which
the codecision procedure applies if ‘co-decisions’ should eventually be equally sensitive to
preferences of Parliament and Council.

Our arguments are based on very standard spatial voting assumptions and bargaining
theory. We made several simplifications that should be relaxed in future research. For
example, we did not explicitly analyze the effect of weighted voting in the Council. Also,
we considered one isolated instance of bargaining between players who suffered exactly the
same disutility from distance to their respective ideal point. Thus, repeated-game effects
(typically allowing for a great multiplicity of equilibrium outcomes) and log-rolling based
on player-specific utility and / or different distance functions (weighting policy dimensions
by subjective measures of salience), were not dealt with. These shortcomings should not be
over-estimated, though: True log-rolling complicates the derivation of the contract curve
considerably, but the essential bargaining problem of selecting among many Pareto-efficient
alternatives (with different distributional consequences) remains the same. Also, regular
national and European elections seem to limit the scope for sophisticated repeated-game
strategies of EP and CM as such. More controversial is the assumption that Council and
Parliament behave like unilateral actors in their negotiations – which is unfortunately very
standard, too. This restricts both institutions to exhibit a high level of collective rationality
and precludes strategic alliances among individual members of EP and CM.

Appendix

Proposition 1
Assume that preferences of EP and CM are represented by utility functions ui(x) ≡
u(d(λi, x)) which are strictly decreasing and weakly concave in d(λi, x) and yield a Pareto
frontier described by a function φ : uπ(x) 7→ max{uµ(y) : y ∈ X ∧ uπ(y) = uπ(x)} which
is differentiable on the interior of the contract curve. Then the symmetric Nash bargain
x∗(π, µ) ≡ x∗ between EP and CM is closer to the ideal point which is closer to the status
quo, i. e.

d(π, 0) < d(µ, 0) ⇐⇒ d(π, x∗) < d(µ, x∗),

whenever there are gains from trade.
Proof. Utility is the same concave strictly decreasing function of the distance to the
respective status quo for both players. Hence it suffices to show uq

π > uq
µ ⇐⇒ u∗π > u∗µ.

Moreover, the Pareto frontier must be symmetric, i. e. φ(φ(uπ)) = φ(uµ) = uπ which implies
φ′(φ(uπ)) · φ′(uπ) = 1 and, in particular,

φ′(ũπ) = −1 (16)
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for fixed point ũπ = φ(ũπ) (using φ′(uπ) < 0). Concavity of utility function u(·) translates
into concavity of φ(·), so (16) implies

φ′(uπ)

{ ≥ −1; uπ < ũπ,
≤ −1; uπ > ũπ.

(17)

W. l. o. g. let ui(λi) = 0 and assume uq
π > uq

µ.
First, consider the case that uπ(µ) < uq

π, i. e. CM’s ideal point leaves EP worse off than
the status quo. The end point of the contract curve preferred by CM then gives exactly
utility uπ = uq

π to EP, implying that the Nash product N(uπ, uµ) ≡ (uπ − uq
π)(uµ − uq

µ)
is zero. Since it is positive in the interior of the contract curve, this cannot be the Nash
bargaining outcome.

Second, consider the case that uπ(µ) ≥ uq
π, i. e. CM’s ideal point leaves EP weakly

better off than the status quo. CM’s preferred end point of the contract curve in this case
is µ and yields utility φ(µ) < 0 to EP and 0 to CM. We show that this is no solution either:
The change in the Nash product N(uπ, uµ) implied by moving slightly from µ towards π is
captured by its directional derivative at (φ(0), 0) along the Pareto frontier, i. e. in direction
of vector a ≡ (1, φ′(φ(0))):

N ′
a(φ(0), 0) = (0− uq

µ, φ(0)− uq
π)

(
1

φ′(φ(0))

)

= −uq
µ + φ(0)φ′(φ(0))− uq

πφ′(φ(0))

= −(uq
µ + uq

πφ′(φ(0))) + φ(0)φ′(φ(0)).

From ũπ < 0 follows ũπ > φ(0), so (17) implies 0 ≥ φ′(φ(0))) ≥ −1. Therefore, given
uq

µ < uq
π < 0, the first summand is strictly positive. Both φ(0) and φ′(φ(0)) are negative,

so the second summand is positive, too. Therefore, N ′
a(φ(0), 0) > 0 and (φ(0), 0) cannot

maximize N(·).
It follows that EP and CM must either agree on π, in which case u∗π > u∗µ is obvious,

or on some point in the interior of the contract curve which is characterized by tangency
of an iso-N(·) line and φ(·) in (u∗π, u∗µ). For the latter case, note that the slope of iso-N(·)
line

g(uπ) =
k

uπ − uq
π

+ uq
µ

with k = (u∗π − uq
π) · (u∗µ − uq

µ) is

g′(u∗π) = −u∗µ − uq
µ

u∗π − uq
π

in (u∗π, u∗µ). Suppose u∗π ≤ u∗µ. Then g′(u∗π) < −1 given uq
π > uq

µ. However, u∗π ≤ u∗µ means
u∗π ≤ ũπ, which implies φ′(uπ) ≥ −1 by (17). This is a contradiction, implying that indeed
u∗π > u∗µ.

Similarly, assuming uq
π ≤ uq

µ and supposing u∗π > u∗µ a contradiction can be shown (for
any interior solution g′(u∗π) > −1, while (17) implies φ′)u∗π) ≤ −1). This establishes the
proposition.
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Proposition 2
Proof. The proof is by complete induction. First, note that the claim is true for n = 1
and n = 2:

x∗(1, δµ, δπ) =
0∑

t=0

(δµδπ)t · µ′ = µ′

and

x∗(2, δµ, δπ) =
0∑

t=0

(δµδπ)t · µ′ +
0∑

t=0

(δµδπ)t · (2π − δππ − µ′) = 2π − δππ,

in line with above analysis of these cases.
Second, period 2 of the alternating offers bargaining game with n + 2 periods (also

starting with CM’s proposal) is strategically equivalent to period 0 of the game with n
periods, where in equilibrium x∗(n, δµ, δπ) will be offered by CM and accepted by EP by
the induction hypothesis. So in period 1 of the n + 2-period game, EP optimally proposes
x1 = δµ · x∗(n, δµ, δπ), making it weakly preferable for CM to accept and obtain (un-
discounted) utility π − |π − δµx

∗(n, δµ, δπ)| = 2π − δµx
∗(n, δµ, δπ) in period 1. In fact,

(δµ · x∗(n, δµ, δπ); 1) is the unique SPE outcome of the subgame of this n + 2-period game
starting with EP’s proposal in period 1. Reasoning backwards from this, it is optimal for
CM to propose x∗ with

x∗ = 2π − δπ (2π − δµx
∗(n, δµ, δπ))

in period 0, and for EP to accept – corresponding to the unique SPE outcome (x∗; 0).
Using (8), one can check that

x∗ = 2π − δπ · 2π

+δπδµ ·
bn−1

2
c∑

t=0

(δµδπ)t · µ′ + δπδµ ·
bn−2

2
c∑

t=0

(δµδπ)t · (2π − δππ − µ′)− δπδµ ·
bn−3

2
c∑

t=0

δπ · (δµδπ)t · π

= (2π − δππ)− δππ

+

b (n+2)−1
2

c∑
t=1

(δµδπ)t · µ′ + µ′ +

b (n+2)−2
2

c∑
t=1

(δµδπ)t · (2π − δππ − µ′)− µ′ −
b (n+2)−3

2
c∑

t=1

δπ · (δµδπ)t · π

=

b (n+2)−1
2

c∑
t=0

(δµδπ)t · µ′ +
b (n+2)−2

2
c∑

t=0

(δµδπ)t · (2π − δππ − µ′)−
b (n+2)−3

2
c∑

t=0

δπ · (δµδπ)t · π

= x∗(n + 2, δµ, δπ).

Thus, since the claim is true for n = 1 and n = 2, it must be true for all n ≥ 1.
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