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Abstract

We study a noncooperative infinite-horizon bargaining model for a claim problem
where its Markov perfect equilibrium outcomes converge the Nash rationing solutions
of Mariotti and Villar (2005). The bargaining model is an n-person non-cooperative
game of perfect information. In each period, one player makes a proposal from the set
of feasible alternatives of the associated claim problem, and the other players choose
to whether accept the proposal on how to share their losses. If the proposal is not ac-
cepted unanimously, the game may end probabilistically, in which case the proposing
player will be awarded with the residual value after all the other players are awarded
with their full claims. Even with only two players, there are generally multiple Markov
perfect equilibrium outcomes. We show that as the probability of exogenous bargain-
ing breakdown goes to zero, the limit of any convergent sequence of Markov perfect
equilibrium outcomes is one of the Nash rationing solutions of the underlining claim
problem. However, not every Nash rationing solution can be the limit of Markov per-
fect equilibrium outcomes. We identify the set of Nash rationing solutions that can be
supported by Markov perfect equilibrium outcomes.

JEL Classification: C71; C72, C73; C78

Keywords: Claim problems; Nash rationing solution, implementation

*We would like to thank Kalyan Chatterjee, Hiilya Eraslan, Jean-Jacques Herings, Maria Montero, Akira
Okada for their comments and suggestions. Usual disclaimer applies.

tSchool of Economics & Finance, Queen Mary University of London, Mile End Road, London E1 4NS,
UK. Email: m.mariottiQqmul.ac.uk.

"Department of Economics, University of Washington, Box 353330, Seattle, WA 98195-3330, USA. Email:
wenq2Q@Quw.edu



