VETO BARGAINING

PRESIDENTS AND THE
POLITICS OF NEGATIVE POWER

CHARLES M. CAMERON

Colymbia University

== CAMBRIDGE
%5 UNIVERSITY PRESS




Veto Bargaining

studies of natural scientists. The criterion is: good models deliver a
substantial normative kick. They deal with matters we nmno.mvoﬁ. For
mnstance, Mancur Olson’s (19635) “logic of collective mmﬁwom: 1$ an arrest-
ing model because it implies that democracies often will not reflect even
the deeply felt interests of citizens. Models of congressional turnover
received enormqus ateention in the 1980s because low levels of turnover
seem to violate standard conceptions of democratic accountability and
contzol (Cain, Ferejohn, and Fiorina 1987). Good models need not con-
firm our normative biases, perhaps just the opposite. But they often
speak to our values.

These are very, very tough criteria. They demand theory that operates
at a high intellectual level. More than that, they demand E.Oﬂ&m %mﬁ. are
rooted in observable phenomena, that take data and empirical fndings
seriously, and that deal with matters we care about.
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Models of Veto Bargaining

This chapter develops three models of veto bargaining. I begin with the
second face of power, introduced in the first chapter, and develop it into
a model of the veto as a presidential capacity. This model, the famous
Romer-Rosenthal model of take-it-or-leave-it bargaining, supplies the
theme Gir which all the subsequent models in this book are variations.
The first variation examines the politics of veto overrides. The second
explores full-blown sequential veto bargaining.

Each model in this chapter tells a story, the story of a causal mecha-
nism. The mechanism in the first mode] is the power of anticipated
response. The model explores how the president’s veto power affects the
balance of power in a separation-of-powers system. The mechanism in
the second model is unceriainty. The model shows how uncertainty
tempers congressional action, allows actual vetoes to take place, and
shifts the balance of power somewhat toward the president. However,
this model misses an important part of the politics of the veto for it
cannot explain how vetoes wrest policy concessions from Congress. The
mechanism in the third model is strategic reputation building, the delib-
erate manipulation of beliefs through vetoes. This model addresses the
veto and congressional policy concessions.

Why do I present three midlevel models of veto bargaining rather
than one grand model encompassing everything? To tell its story, each
model isolates one or two elements of veto bargaining and then examines
them extremely carefully. I could yoke several of these stories together
into 2 kind of megamodel, much as a writer might do in a novel. But
whether in literature or social science, this is worthwhile only if the
Juxtaposition creates a whole that is greater than the sum of the parts —
for instance, if the different causal mechanisms interact in a substantively
interesting way. Otherwise, forcing the different parts together creates
pointless, confusing interactions that disrupt the flow of the separate
stories. In such a case, the writer should let the separate parts remain as
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crystalline short stories; the theorist should build a few models, each
with a clear point, rather than a single one with so many that none can
be understood.

Throughout this chapter I try to keep the exposition simple, without
becoming simplistic. Nonetheless, the models draw on over forty years
of continuous work by political theorists and even conscientious readers
may find parts heavy going. To ease the burden, I rely heavily on figures
and numerical examples to convey intuition about the results. Additional
details can be found in the appendix to this chapter.

THE BASIC MODEL: THE SECOND FACE OF POWER
REVISITED

The Logic of Anticipation

In Chapter 1 1 introduced the “second face of power.” The insight was
that power can work through anticipation, so a_power relationship may
exist even absent visible compulsion. This idea is inherently game theo-

e

retic, so it seéms natural to express it in a simple game, as shown in
Figure 4.1. Though the situation is generic, I tell the story in terms of
vetoes.

As shown in Figure 4.1, Congress moves first and has two choices:
pass version 1 of a bill or pass a modified version, version 2. (The
restriction to two choices is just to keep the example simple; in a few
paragraphs I introduce a more flexible way to represent the content of
bills.) The president has the next move regardless of which bill is passed.
He can either veto the bill or accept it. In this tinker-toy version of veto
politics, neither overriding nor repassing is possible, so the game ends
after the president’s action. Payoffs for each player under the four pos-
sible outcomes are shown by the ordered pairs at the tips of the game
tree. The first number indicates Congress’s payoff, the second the presi-
dent’s. Because a veto enforces the status quo, I scale the payoffs so that
both players value the status quo at zero. Also, to keep things interesting,
assume the president and Congress potentially could agree on a bill both
prefer to the statas quo. However, they disagree over the best alternative.
In fact, to sharpen the possible disagreement, assume the president pre-
fers the status quo to Congress’s most preferred policy. Let us say version
1 of the bill reflects Congress’s preferred policy while version 2 better
reflects the president’s. In accord with this underlying story, then, 0'<C ¢
<gand b <0 <d. ’ ’

Will the players see an obvious way to play this game? One argument,
based on the solution concept known as “‘subgame perfection,” suggests
they should. This solution concept requires each player to maximize his
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Figure 4.1. The “*Second Face of Power” Qm:,s.m

or ﬁma expected payoff. It requires the president to take his best possible
action for amy bill passed by Congress. And it assumes Congress can
correctly anticipate the president’s actions regardless of which bill is
passed,

w.zEuomm the president finds himself at the node labeled 1. His
choice at that point is either to veto version 1 of the bill vielding a
payoff of 0, or accept it, vielding the inferior payoff b. mmﬂ.ﬁm he will
veto. Conversely, suppose he finds himself at the node labeled :Nu.: Since
d>0 ww will accept version 2 of the bill. If Congress understands what
the N.uwmm&mam will do, then it knows that its real choice is between passing
version 1 and receiving a payoff of 0, and passing version 2 and receiving
a @m%om. A.vm ¢. Hence, it will pass version 2. The president need not make
an explicit veto threat nor even take any action; the truly interesting

action is taking place purely through congressional anticipation of pres-

idential actions. Consequently, ma....ﬁn..mﬁ._.w..mmo‘H.m..,OommRmmswm.m&.:m bifls

mn.nrmEZo to the president and the president signing. them-We might
mistakenly interpret this placid scene as pre
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congressional activism! But in fact 15. wwvmnwﬁ. threat of a w‘mﬁo at MWMM“
compels Congress’s choice of bill. This very m:nmwm Bo.&n mﬂmmﬂ S 0w
the veto (a capability) can shape the content of legislation even if vetoe
capability} are rare. o
Ammmmmnwmwmrwm % is, Mww model incorporates three of the four ._uw:EEm
blocks needed to model veto bargaining: actors, sequence, and informa-
tion. The actors are the president and Oomm.homm. Both are actually Mosm-
plex organizations — even the “president” is really an amalgam of t M
individual and his subordinates. However, ﬁwm.mnm.manuﬂ m.mom.ﬁ structura
incentives, sketched in the previous mvmwﬂaﬁ E.mﬂmw,o_ their %nmw&on%w
single actors. The sequence of play is mwoﬁu in Figure 4.1: o%mn ;
selects a bill, the president vetoes. (I examine much more nonHmnm.ﬂo
sequences shortly.) The model’s Emﬁ.ﬁgmﬂos structure is mﬁWmMﬁ y sim
ple: both players know everything in the game mwmﬁ s wort .n.oﬁwwmw”
The ability of Congress to forecast the president’s actions is critical fo
d solution to the game. . .
5@% MMWMM element is memwnmm from the model, however: policy. .H‘.omnw
is central to veto bargaining. To address it, the So.mmm.nm&m 2 mmﬂnm or
representing policies. An extraordinarily useful device is the policy space.

Palicy and Policy Preferences

Policy spaces are a hallmark of rational choice institutionalism. .ﬁv%rma.m
routinely used in models of Congress, mﬁ. courts, and wsmmm.mﬂmn%. heir
use is one of the features that distinguish models of political settings
€CONomicC Ones. . )
Wo%rwrmwwwmwﬂ of a policy space originated with Columbia on.oawomzmﬂ
Harold Hotelling who introduced it in the waom to mﬂ.&w.mvmﬂm nonm-
petition among firms. However, the version .cm.& in Ems.msmonm__upmﬁ mod-
els might better be attributed to Melvin Hinich and his colla .OHNSHM
particularly James Enelow and Peter O&.mm&oow, who together H:anﬁwmn
the modern spatial theory of voting, beginning in the late 1960s (Enelow
ini 84}.
mbmﬁwwﬁwwnuw%mvmm extremely simple and is wom.ﬁ introduced ww.mod..ﬂmr an
example. Consider the unit interval, ﬁwmﬂ. is, a r.bm SvOmm origin is zero
and whose terminus is one. Points in this zm&_mﬁnmmon& policy space
could correspond to, for example, tax or ﬁm.ﬁm rates ranging from o.ﬁo
100 percent. More generally, points on a rwo can represent @:mmﬂmmm
such as expenditures. In fact, points on a rbw can even Hm.wnownbn nmnoh.
qualitative matters, such as “degree of restrictions on abortion™ or “sup-
man rights.” .
@OMWMMMMMHNE ﬂ%ﬂo are bills that deal only JS.%‘ a single ratelike mzmw-
tity, for example, a routine adjustment to the minimum wage or a simple
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, authorization. But most bills make many changes simultaneously. For
! example H.R. 12384, a military construction bill passed in 1976 by the
;. 94th Congress, authorized $3.3 billion for military construction. Econ-
' omy-minded President Ford vetoed the bill, but not because of the bill’s
;authorization level. Rather, the bill contained a provision requiring ad-
- vance notification of base closings. It was this provision, quite distinct
from the dollar levels, that the president found objectionable. {Congress
repassed the bill, maintaining the dollar level bus modifying the base-
closing provision along the lines indicated by the president.) A literal
representation of the characteristics of this bill would require several
dimensions, one for each qualitatively distinct facet. Literal representa-
tions of extremely complex legislation, by no means uncommon on
Capitol Hill, would require hundreds or perbaps even thousands of
dimensions.

Most models of interbranch bargaining employ only one dimension;
none employs thousands. Is this justifiable? On empirical grounds, yes.
Abundant empirical evidence indicates that a single dimension acounts
for around 85% or so of the variance in roll call voting. This dimension
corresponds pretty clearly to “liberalism-conservatism.” In other words,
most roll cail voting in the House and Senate looks almost as if individ-
ual bills or amendments came labeled with a liberalism-conservatism
index, and that is sufficent information for congresstnen casting a yea
and a nay,!

Why this should be is not entirely clear. Some evidence suggests the
public sees political issues in low-dimensional terms. This in turn creates
an incentive for politicians to portray policies this way, since doing so
helps them maintain simple, clear policy reputations of value in elections.
Perhaps, then, the link between the way the public understands issues
and the way politicians and experts discuss them is self-reinforcing.
However, whatever the mechanism by which inherently multidimen-

sional bills are tagged with one-dimensional tabels, I shall assume this
structure.?

" For a clear expression of this viewpoint, see Poole and Rosenthal 18%4; in ad-
dition, see Smith-1989.-The viewpoint is slightly controversial bur not terribly so.
For an opposing viewpoint see Koford 1994,

? There is an extremely interesting puzzle here that has yet to be resolved satisfac-
torily. But some contributions are Snyder 1992a, Dougan and Munger 1989, Hinich
and Munger 1994, and Zaller 1992, A nonstartcr appears to be Congress’s own
internal orgapization, See Snyder 1992h (Congress’s committee structure could create
unidimensionality if committees used their gate-keeping powers aggressively) and
Poole and Rosenthal’s rejoinder (1991). At any rate, models of interbranch bargain-
ing that study sigraling or screening invariably assume unidimensional policy spaces,
for in this setting these phenomenz are tractable using advanced but standard mod-
eling technigues. With the addition of more dimensions, standard techniques are no
longer good enough; new technique is required. This is 2 tail order. In this book 1
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1 still need to define the policy preferences of the president and Con-
gress. Again following the logic of structural incentives, I assume they
have the sort of preferences conceived in decision theory. Specifically, 1
assume their preferences are well represented by “single-peaked” utility
functions (see Figure 4.2). Experience has shown this to be a sensible
modeling choice in political settings. Actors with single-peaked utility
functions have most-preferred policies, with the attractiveness of other
policies declining as they diverge more and more from the most-preferred
policy. For example, you may have a preferred level of expenditures on
defense policy; both underspending and overspending are less attractive.®
Figure 4.2 illustrates a policy space and associated preferences. The
horizontal line X is the unidimensional policy space. The vertical dimen-
sion represents “utility,” the happiness (as it were) of the players. The
utility of any point in the policy space to either the president or Congress
can be read from their utility functions. For example, the utility to
Congress of a policy located at 0 is just 0, while that of one located at 1
is —1. For any two points g and b on the line, the utility function
indicates whether the actor prefers g to & or is indifferent between them.

The utility functions shown in the figure are examples of “tent” utility
functions, so-called for the obvious reason. These functions are easy to
understand and simple to work with so I employ them consistently
throughout this book. However, many of the results given here hold
qualitatively for more general utility functions, provided they are single-
peaked.*

The equation describing Congress’s utility function in Figure 4.2 is
extremely simple:

Ulx) = ~ Ixl (4.1)

The absolute value function generates the characteristic tent shape. If
we let ¢ denote Congress’s ideal point {its most preferred policy) then ¢
= (. In Figure 4.2, the utlity function of the president has the same
general form as that of Congress, except that the indicated ideal point,

P, equals 1.

concentrate on developing state-of-the-art models of interbranch bargaining using the
best available technology, and then testing them. Inventing new modeling technique
is beyond the scope of the book.

5 Detailed exegesis of single-peaked wusility functions can be found in Ordeshook
1986 and Enclow and Hinich 1984,

“In some cases, additional technical requirements are necessary. For example, the
veto threats model in Chapter 7 requires the utility functions to display certain prop-
erties {e.g., a kind of single-crossing property), which are carefully spelied out in
Matthews 1989. The SVB model uses tent utility functions to generate closed form
solutions in the form of differential eguations, whose iterative solution yields the
empirical hypotheses. So the hypotheses in that model are closely tied to these utility
functions.
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Conhgress

President

Figure 4.2. Preferences in a Spatial Setting

Also shown in Figure 4.2 is a special point, Xy, the status guo. The
status quo represents the current policy, which will continue unless the
players enact a new one. Not surprisingly, the location of the status quo
often vmm a profound effect on the nature of veto bargaining.

.>s important feature of single-peaked utility functions is that for any
point x, there is another point x' that is utility equivalent to x. Of
particular interest is the point utility equivalent to the status quo x,
especially for the president. Consider the president’s utility function mm

Figure 4.2. The point x,, is located at 1.5. Since Ulx,) = Smy Hl m, m_,pm

. 2 2
points x, and .5 are utility equivalent for the president.
. It proves extremely helpful to rescale the president’s utility function
in terms of the utility equivalent points (just why will become clear in a
few pages), an innovation of the economist Steven Matthews. So long as
mwm rescaled function does not alter the preference relationship between
different points on the line, the rescaled function represents the presi-
dent’s preferences just as well as the original one.* The rescaling works
as follows. Without altering its shape, slide the entire function straight
zméma until one end of the “tent” is anchored at x,, the status quo {see
Figure 4.3).

To avoid confusion with Congress’s utility I denote the president’s
rescaled utility function as V{x). More specifically,

!

lx, .M o lf+ x, — 2
2 (4.2)

«ARWRQ& =

ﬁ.%mnm t=2p — xo..ﬁdm appears somewhat complicated but yields the
simple form shown in Figure 4.3. This utility function is constructed so

. . ... : .
he point that is utility equivalent to the status quo is atways given by

W\Hmmﬂ?.mim 1989 _@Ho.Smnw a sct of sufficient conditions on general utility fonctions
Wo t mn.m.rmm.mﬁ.vHSmerﬂnn retains the preference ordering of the original function.
ent utility is just a special case, as it satisfies these sufficient conditions,

§9



Veto Bargaining

President

c=0 t= = X = 1.6
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Figure 4.3. Rescaled Utility Function
the point . Note th = Vl{xo).= 0. I assume this utility function for

the president throughout the book.

In all the models I consider in this chapter, I normalize Congress’s
ideal point ¢ to 0 and assume the status quo x, > 0. This is without any
loss of generality since the cases with the status quo to the Fm.ﬂ of
Congress’s ideal point are just mirror images of cases I do consider.
Focusing on just one set of cases keeps the exposition simple.

The Basic Model

1 can now extend the game in Figure 4.1 into a real model of the veto.
The sequence of play remains the same: Congress makes a single and
final take-it-or-leave-it offer of a bill with a particular ideological tenor
(ie., a given spatial location in X). The president then accepts it or
vetoes it. The game ends and the players receive payoffs as specified in
equations 4.1 and 4.2. In this extremely simple model, vetoes really are
bullets and are purely reactive. .
The graphical device in Figure 4.4 is extremely helpful for conveying
some intuition about veto bargaining in this setting. Consider all the
policies the president considers as good or better than the status quo,
that is, all the policies as close or closer to his ideal point than x,. This
set of policies is the president’s preferred set, g,. As shown in Figure
44 it is an interval of the line, namely [z, x] (this notation is read: the
line segment from # to x,, inclusive}. Since this is a one-shot game, the
president should accept any offer in this interval, assuming all he cares
about is attaining the best possible final policy, that is, if he wants the
best payoff according to equation 4.2. The preferred set of Congress,
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President

Congress

- Pe Bl

Figure 4.4. Preferred Sets in the Basic Model

., 1s defined similarly and is thus [—x.,%,]. The intersection of the two
preferred sets, that is, @, ™ @, is just the overlapping portions of the
two preferred sets. In the figure, this is the line segment [£,x,]. This set
contains all the points both players prefer to the status quo. In voting
games the intersection of the relevant preferred sets is often called the
win set. At least under complete and perfect information (as assumed in
the basic model), it seems natural to seek the outcome of veto bargaining
in the win set since Congress has no incentive to make an offer it prefers
less than the status-quo and the president has no incentive to accept an
offer he likes less than the status quo {excluding veto overrides for the
moment). All such points are found in the win set. Moreover, since
Congress gets to select the bill while the president can do nothing except
accept or veto, a reasonable conjecture is that Congress will pick from
the win set the best possible bill from its perspective. Given the specified
game and assuming equation 4.1 really does summarize the relevant
payoffs for Congress, it is not hard to deduce which bill this will be.
However, I will be fairly methodical in working through this deduction.
First, we need to specify strategies for the players. A strategy specifies
a plan for a player under-eyery conceivable contingency that might arise
in a game.® Given the information structure and sequence of play in the
basic game, a strategy for Congress is simply a point x from the line X.
A strategy for thé president 1s a probability distribtition over his two
actions, accept or veto, given Congress’s offer {and, of course, the status
quo and his own preferences). That is, for any given bili, the president’s
strategy indicates the probability of a veto. Denote this function as 7{x)

§ More formally, a strategy is a mapping from_jnformation sets into actions. Ad-
ditional details can be found in standard game theory texts, for example, Myerson
1991 or Osbourne and Rubenstein 1994,
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(this can be read, “r of x” or “the reply to x”*).” We also need to specify
a solution comncept. As in the second face of power game, subgame
perfect Nash equilibrium captures the notion of anticipation or foresight.

There are three cases which are neatly characterized by the location
of . The location of ¢ can be thought of as the president’s type.® The
president’s type ¢ may take any value on a continuum, depending on the
location of the status quo and the president’s ideal point. But each type
falls into one of three classes. The first is shown in the top panel of
Figure 4.5. The critical feature of this case is that = ¢ so Congress’s
ideal point lies in the president’s preferred set. (Note that the president’s
ideal point p may be greater or less than ¢ it makes no difference so
long as ¢ < ¢ ). Accordingly, presidents of this type are willing to accept
a bill located at Congress’s ideal policy. In Matthews’s evocative termi-
nelogy, such presidents are accommodating. Since Congress can do no
better than to offer its ideal policy, which accommodators surely accept,
the solution concept specifies x = ¢ as the prediction when t < ¢.

The second case is shown in the middle pane! of Figure 4.5. The
defining feature of this case is that ¢ < ¢ = x,. Congress’s ideal point ¢
no longer lies within the win set, here the interval [#, x,}. Offering a biif
at ¢ would be futile since the president would veto it, leaving Congress
with the undesirable status quo. From Congress’s perspective, the best
feasible policy is , which the president would accept.” Thus, the solution
concept specifies x = . Since presidents of the type ¢ < ¢ = X, are not
accommodating but will accept some proposals, Matthews refers to
them as compromising.

The final case occurs when ¢ < x, < #, as shown in the bottom panel
of the figure. In this case, the win set is composed of a single element,

7 Just to be quite formal, define the set A = {accept, veto} and let A(:) be the set
of all probability distributions over an arbitrary set. Then the president’s strategy is
a function :X — A(A).

s The word “type” has a technical meaning in games of incomplete information:
an actor’s private information is summarized in his or her “type.” Since there is no
incomplete information in this game, I slightly abuse the terminofogy. But what I call
the actor’s type will be exactly the subject of incomplete information in models 2
and 3.

91 a proposal lay exactly at the edge of the president’s preferred set, he would be
indifferent between accepting and rejecting the bill. But suppose his strategy called
for him to reject such a bill. Then Congress would not offer it; it would “shade” the
proposal a lictle toward the president’s ideal point so he would accept. But when
Congress’s pure strategy space is a continuum, “shading” is not well defined (e.g.,
for any “shade”™ other than zero, there is a smaller one that is better for Congress).
S0 there cannot be a well-defined equilibrium in this configuration in which the pres-
ident rejects proposals at the edge of his preferred set with positive probability. In
fact, the specified strategies constitute the unique paiz of best responses in this con-
figuration.
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Figure 4.5. Three Cases in the Basic Model
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the status quo x,. It matters naught what Congress offers; policy is

deadlocked.
The following proposition summarizes the analysis:

Proposition 1 (Romer-Rosenthal Theorem): A subgame perfect
equilibrium to the one-shot veto bargaining game under complete
and perfect information is

cft=¢
x* =qtifc<t=x,
xoifc<xy <t

acceptif x € o,

Hx) = .
(x} veto otherwise.

The asterisks denote optimum or equilibrium strategies. The expression
“x € fo,” is read, “x is an element of the president’s preferred set.”

The implications for outcomes are shown in Figure 4.6. Qutcomes are
shown on the vertical axis; the horizontal axis shows the location of z.
When the president is accommodating, the outcome is ¢. When he is
compromising, the outcome is . When he is recalcitrant, the outcome
must be the status quo, x,.

In the figure, the vertical distance between an outcome and ¢ indicates
the impact of the second face of power. The model specifies quite pre-
cisely when the second face of power will manifest itself (cases 2 and 3,
compromusers and recalcitrants), and when it won’t {case 1, accommo-
dators). As the figure indicates, the maximum possible impact of the
second face of power depends on the distance between Congress’s ideal
point and the status quo — not a surprising resuit but a graphic reminder
of the importance of the status quo in politics. More generally, when the
second face of power appears, its magnitude depends on the distance
between the Congress’s ideal point ¢ and the minimum of the status quo

mdgn%m utility equivalent point £ — hardly an intuitive result

but readily understandable once the model is in hand.

Veto Querrides in the Basic Model

It is extremely easy to expand the model to include the possibility of
veto overrides. Simply add a third player to the game, the veto override
player {the “v-player”)."® This player occupies a particular place within
Congress: precisely two-thirds of the members have ideal points to her

left (remember that I consistently assumeé ¢ = 0 and x, > 0). Conse-

1 The results in the next few paragraphs are due to Ferejohn and Shipan 1990. 1
present them with a notation consistent with the rest of the chapter.
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outcome

. _ o

! 1
< %
Presidential Type

Figure 4.6. How Outcormes in the Basic Model Depend on the President’s
Type

quently, if the veto override player is exactly indifferent between a bill
and the status quo, two-thirds of Congress prefers the bill and one-third

prefers the status quo. As a result, veto override attempts succeed or fail

mnnou.,&nm to the vote of the vet override player. If 5 + 1 of congress-
men lie to the right of thé sta “override p

In this configuration, Congress cannot pass a veto-proof bill that it

prefers to the status quo. But otherwise it.can.

Adding the veto override player to the model is straightforward. First
scale the v-player’s utility function just like the president’s. However
denote the point that is utility equivalent to the status quo for the
override player by 1 (tau) rather than ¢ (to keep the two points distinct).
The veto override player’s “type” is thus given by the location of tau.
Given this scaling, we can employ exactly the same analysis as in the
basic game.

To see the difference imposed by a qualified rather than absolute veto
consider the following scenario: the president is compromising but _.mmm
vmnm@. But the override player is much more compromising. Imagine,
for instance, Truman confronting the Republican 80th Congress over
the formation of labor policy. The status quo had been set during the
.Zosw Deal, establishing a policy strongly supportive of labor unions. The
president was a proponent of this policy, though he was willing to put
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some restrictions on unions’ ability to strike. But the Republican Con-

_gress, responding to a wave of strikes, was determined to clip the wings
of the high-flying labor movement. Figure 4.7 represents this situation,
using the basic model with veto overrides.

How much power would the two sides exercise over the outcome?
The president’s willingness o veto the legislation prevents the hostile
Congress from passing its most preferred bill. So x = ¢ is not feasible.
Instead, Congress must craft a veto-proof bill if it is to accomplish
anything. Thus, the location of the veto override player is critical. Fis-
torically, the veto override player in the 80th Congress was often a
moderate Democrat. According to the model, then, the Republican lead-
ership and the bilP’s floor managers will try to pass a bilt that makes this
member indifferent between the bill and the existing policy. Therefore,
they will try to place the bill exactly at . If the bill is located at this
strategic position, the model predicts, it will be enacted into law even
over the president’s veto. And, given the definition of the veto override
player, the vote for passage should be about 2:1 in at least one of the
chambers. (In Chapter 8 I relate what in fact happened.)

This example shows how the qualified veto can shift the balance of
power toward Congress, relative to an absolute veto. For if Figure 4.7
fairly represents the situation and the president had an absolute veto, he
could block any move from the status quo toward Congress that went
farther than £ But the qualified veto would still restrict Congress to a
bill at 7 rather than c.

The qualified veto does not recessarily reduce the power of the presi-
dent, relative to an absolute veto. For example, consider Figure 4.8,
which may reasonably represent the confrontation between President
Clinton and the Republican 104th Congress over welfare reform and
similar issues. The veto override player was, plausibly, a liberal Demo-
crat, while the president was a more moderate Democrat. Thus, tau {the
key location for an override attempt) may have been to the right of ¢
(the key location for presidential approval). If so, Congress could craft a
veto-proof bill (if T = x,) but could do beiter by finding a bill the
president would (grudgingly} sign. The model predicts the outcome here
to be identical to that under an absolute veto.

The following theorem summarizes the impact of a qualified veto:

Proposition 2 (Ferejohn-Shipan Theorem): A subgame perfect
equilibrium to the basic game with overrides is

¢cif min{g, 7} = ¢
x* = < minff, 7 if ¢ < min(z, 7) = %,
x, If ¢ < xy < min(z, T)
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Figure 4.7. Truman Confronts the 80th Congress over Labor Legislation
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Figure 4.8. The Veto Override Player May Be Irrelevant

acceptif x € 2,0 P,

rrx) = .
(x) veto otherwise

override if x € g,

wix) = . ;
2 sustain otherwise

In the proposition, “ ¢, g,” denotes the union of the president’s and
veto player’s preferred sets. The president “accepts” if the bill lies within
either of the two preferred sets but “vetoes” otherwise. The veto override
player’s strategy is denoted by the function w*(x). And “min(z, 1)
connotes the minimurm of the two values.

Evaluating the Basic Model

The basic model is much more capacious than the elementary second

face of power game. Unlike that game, it indicates the policy content of

bills during vero bargaining. It identifies conditions when veto power

will emerge and conditions when it won’t. It specifies the factors that

determine the magnitude of veto power, when it does emerge. It extends

easily to study the impact of a qualified rather than an absolute veto.
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Most important, its elaboration of the logic of the veto seems persuasive,
at least so far as it goes.

Empirically, however, there is reason for skepticism. First of all, do
people really behave this way? More astutely: when people find them-
selves in a situation like that envisioned in the model, how does their
actual behavior diverge from the model’s predictions, and what causes
the divergence? Economists have studied many ultimatum games in care-
fully controiled laboratory experiments, which provide arguably the best
way to investigate this question. These experiments uncover two situa-
tions that lead to systematic departures from the predictions of the
models. First, when the proposer fears future retribution from the
chooser, she tends to make more generous offers than the model predicts
{the action in the model is, after all, strictly one-shot). Second, when the
proposer fears the chooser will reject the offer in outrage at its niggard-
finess — in other words, when the proposer believes the chooser might
not obey the logic of the preferred set — she also makes a more generous
offer than the really “hardball” offer the model predicts. However, when
games are carefully constructed to eliminate those fears, the model’s
predictions stand up fairly well.*

Do these situations frequently arise in veto bargaining? For example,
did fear of future retaliation cause Representative Joseph Martin and
Senator Robert Taft, the Republican leaders in the 80th Congress, to
accommodate Truman’s preferences on labor policy? The history of the
Taft-Hartley Act, enacted over Truman’s veto, suggests otherwise. Did it
check the partisan fervor of Speaker Jim Wright, when with a solid
Democratic majority in the 100th Congress he tried to face down Ronald
Reagan on tariff policy? Did it stay the hand of Newt Gingrich and
make him shrink from confrontation with President Clinton as the tri-
umphant majority leader tried to harvest the fruits of the Republican
victory of 19942 Very doubtful. At least in periods of divided govern-
ment, interbranch bargaining is often bare-knuckle politics.*> Both sides
tend to push for maximum advantage. Hardball offers are expected. It
would seem, then, that the model might afford a reasonable starting
place for thinking about veto bargaining. It certainly seems a useful
benchmark for investigating the balance of legislative power in a sepa-
ration-of-powers systern.

Nonetheless, we can reject the basic model as a model of veto bar-
gaining without any elaborate statistical tests at all. The problem is, the
model predicts we should see no vetoes. But, of course, we do.

** Roth 1995 provides an extensive discussion.

12 Though not always. Sam Rayburn and Lyndon Johnson apparently tried to avoid
brutal confrontations with Eisenhower in 1955-56, though interbranch politics took
a tougher turn prior to the 1960 presidential election.
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This problem has long been recognized. In labor economics, for ex-
ample, it goes under the rubric of the “Hicks paradox.” Early models of
strikes assumed complete and perfect information, as does the basic
model. But if there is really complete and perfect information, then all
the players know perfectly well how a strike will ultimately be resolved.
And if the strike is at all costly for the players, they should be able to
reach an equivalent agreement without bothering with the strike, thus
avoiding the costs. The same argument applies to many other phenom-
ena, including wars and vetoes.

The way to resolve this “paradox” is to abandon the assumption of
complete and perfect information. I pursue this idea in the next section.

THE OVERRIDE GAME

The move from the basic model ~ a model of the veto as a capability —
to a model of active veto bargaining requires two new elements: incom-
plete information, to resolve the Hicks paradox; and repeated play, for,
as the data in Chapter 2 show so clearly, vetoes are dynamic phenomena.

Incomplete Information

The model introduced in this section, the override model, incorporates
incomplete information by making the president and Congress some-
what uncertain about the location of the veto override player. The source
of this uncertainty is the unpredictable identity of the veto override
player. Although the party whips work hard to “count noses” and get
their members to the floor, it is never entirely certain who will be present,
and a few members may unexpectedly change their votes from what was
anticipated. The ability of the president to sway undecided voters may
not be clear in advance, even to himself. As a result, there can be some
uncertainty about just who the critical override plaver will be. And
consequently, there may be some doubt whether a bill is actually veto-
proof.

Uncertainty about overrides can produce high drama. In some cases
an attempt will hang by a hair. The vice-president may assume his chair
in the Senate to cast the tie-breaking vote, if needed. Senators or repre-
sentatives may arise from a sickbed te make a dramatic, unexpected
entrance. No one may be sure of the outcome untii the last vote is cast.t?

13 As interesting and occasionally important as this type of uncertainty is, [ see it

as somewhat peripheral to the main themes of sequential veto bargaining, which
involve uncertainty.about what the president will accept. Nonetheless, uncertainty

aFbout overrides provides a relatively sitple vet nonetheless significant setting in

which to begin studying incompiete information and veto bargaining.
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A feasible method for adding incomplete information to models of
strategic interaction long eluded game theorists. In the fate 1960s, how-
ever, the mathematician and philosopher John Harsanyi conquered the
technical difficulties. Harsanyi was subsequently awarded the Nobel
Prize in Economic Science for his accomplishment, and the key idea is
sometimes called the “Harsanyi maneuver” in his honor. The basic idea
is to convert a game of radically incomplete information into a much
more tractable game of imperfect information.

In the override model the Harsanyi maneuver works like this. In the
previous section I introduced the notion of the veto player’s “type,”
indicated by the location of tau, the point she finds utility equivalent to
the status quo. Suppose, given the situation, there are several represen-
tatives — say, a dozen ~ who could be the override player, depending on
who is actually present. Denote the lowest utility equivalent point among
these representatives as T and the highest as . There is some probability
that each of the twelve representatives with s between T and T could
turn out to be the veto override player, but the probability that a repre-
sentative with higher or Jower © could be the key player is effectively
zero. For a particular potential v-player, call the probability that he is
the actual override player f (1). The probabilities across the twelve pos-
sible “v-players” sum to one. The Harsanyi maneuver involves the ad-
dition of a new player, “Nature,” who begins the game by drawing one
of the possible veto players using these probabilities. The identity of the
key player will not be revealed until the critical moment, but if the other
piayers know the drawing probabilities — and it is assumed they do ~ the
players can factor them into their calculations.

To avoid assuming an arbitrary number of override players, I approx-
imate the players’ uncertainty with a continuous probability distribution
flz} defined over the interval [t, T}. Nature draws the override player
from this interval using this probability distribution. The probabil-
ity that the v-player’s utility equivalent point is lower than 1 is denoted
F(t) (where the capitol “F” indicates the cumulative probability distri-
bution) and the probability that it is higher is 1 — F (7). To keep things
simple, I assume the distribution is uniform over the interval: cach pos-
sible type has the same probability of being drawn.”® In this case,
F() = =—<and 1 - F(g) = =~

T— 17 T—1

Even without solving the model, we can now see how an actual veto

could occur. Suppose the configuration resembles the one I discussed

' Any given continuous distribution or: [0,1] could be approximated with an ap-
propriate beta distribution and the poiats in this section would go through. But the
simplest beta distribution, the uniform, allows the same points to be made.
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Figure 4.9. Incomplete Information about the Veto Override Player

between Truman and the 80th Congress but with a range of possible
override players. This configuration is illustrated in Figure 4.9. If Con-
gress makes a hardball offer, it would pass a bill in the interval Iz, 7],
since a lower offer would be futile and a higher offer needlessly accom-
modating. Because this interval lies outside the president’s preferred set
he might be inclined to veto the bill, especially since the veto player may
sustain the veto (unless the offer is located at T).

Uncertainty about t does not necessarily imply an override attempt.
In some configurations override attempts would definitely not occur. For
example, if in Figure 4.9 the president’s utility equivalent point # lay to
the left of that of the lowest override players (L.e., if £ < 1), then Congress
would not need to pass a veto-proof bill. It could find a better biil {from
its perspective) that the president would accept. The logic of theorem 1
would apply. Since I am interested in using the model to study overrides,
I assume the configuration in Figure 4.9 in the remainder of this sec-
tion.**

Dynamics

lintroduce repeated play in the simplest possible way: an episode of veto
bargaining can go through two iterations or rounds. Congress begins by
passing a bill; the president can veto it or accept it; then the veto player
can override or sustain the veto. The data in Chapter 2 demonstrate that
bargaining may break down at this point. I incorporate this possibility
by allowing “Nature” to terminate the bargaining, with probability 4.
Then, if bargaining does not break down, Congress repasses the vetoed
bill, altering its content if it wishes. The president may reveto it if he

" The analysis is not restricted to this case however. Suppose 7 < ¢ < 1. Then the
effective type space for the override player is [z, t]. Moreover, if the distribution on

[z, #] is uniform so will be that on [T, 2]. So the analysis below goes through un-
changed.
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chooses; and the override player again opts to sustain or override. The
game terminates with the plavers receiving payoffs according to the
policy in place at the end of the game. This sequence could be extended
to any number of rounds, but two is sufficient to illustrate the impact of
uncertainty on the dynamics of bargaining. Figure 4.10 shows the se-
quence of play, taking into account the Harsanyi maneuver.

This players’ reward structure requires justification. The model tries
to capture the idea of electorally oriented politicians who strive to build
a record for the next election. In building the record, it doesn’t matter
too much whether an accomplishment occurs early in a Congress or
presidential term, or late: the important thing is whether it occurs at all
(Mayhew 1974). In contrast, economists argue that money earlier is
better than money later (since you can invest it and earn interest), and
this is surely true of hikes in farm subsidies or Social Security checks. So
perhaps hiking benefits early in the electoral cycle brings politicians
greater rewards then hiking them later.'® Or perhaps not: voters seem to
have short-term memories for favors (Popkin et al. 1976). In that case,
hiking benefits later might actually be better. These notions could be
developed into competing models of optimal legislative timing but that
would be a distraction from the story of veto overrides. I treat politicians
as rather straightforward record builders.

As indicated in Figure 4.10, the two-period game implies two veto
override players, one in the first round and one in the second. These two
need not, and probably would not, be the same person. Moreover, the
first veto player wouldn’t know any more about the identity of the
second veto player than anyone else. She must factor this uncertainty
into her override decision. Should she sustain a veto in round 1 in the
hope of getting a better bill in round 2? Perhaps the new override player
will sustain a veto of that better billt She will have to calculate carefully.

Equilibrium Offers

What bills will Congress pass in the two-round game? Given the evi-
dence in Chapter 2, one might suspect that Congress will begin with a
“tough” offer. Then, if the first bill is vetoed and the veto is sustained,
Congress might make a concession. However, in the override model this
intuition is incorrect.

In working out a solution to the game I again need to specify a
solution concept. In this game, the actors have beliefs about the probable
location of the next ot’s. A sensible solution concept requires the players

¢ David Baron builds this logic into a dynamic model of entitlement programs
{1996).
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always to act in accord with their current beliefs. But where do the
beliefs come from? A special feature of this game is that players do not
learn anything about the location of the second v-player from what they
observe in the first round. This follows from the fact that the two
override attempts are really separate events (technically, Nature’s draws
are independent of one another}. So beliefs about the current 7 always
come straight from the distribution of v-player types.”

It is easjest to see what will happen in the second round (if we assume
bargaining gets that far}, so I begin there. Since the second bill is a take-
it-or-leave-it offer, both the second veto override player and the presi-
dent will act in accord with their preferred sets: the v-player will override
only if the second bill is as good or better for her than the status quo,
and the president will accept the bill only if it is as good or better for
him than the status quo. Given the configuration in Figure 4.9, Congress
need never offer a second bill greater than %, since this bill is assuredly
veto-proof. Nor will it ever make an offer lower than 1, since, if it did,
the president would veto and all possible override players would sustain
the president’s veto. Such a low offer, though attractive to Congress,
would surely fail. It is possible to calculate exactly the offer a utility-
maximizing Congress would make, though I leave the details to the
appendix to this chapter. But, taking into account the uncertainty about

. the location of the second veto override player, Congress’s second offer

will be:
T+ Xg., T+ %X _—
x = p if 2 =7
T otherwise (4.3)

In other words, it will “split the difference” between the lowest possible
type and the status quo, unless the status quo is quite far away, in which
case it will offer a bill that is surely veto-proof (since a sustained veto
would yield such an unpleasant outcome.}*?

Now, what will happen in the first round? The following argument
supplies the intuition (I supply a constructive proof in the appendix).
Consider the veto override player. Any type who would accept the
second offer will definitely accept a similar offer in the first round, since
to turn it down is to risk receiving the status quo in the event of a
bargaining breakdown, while gaining nothing from the risk. Conversely,
any type who would reject the second offer will also reject an identical

'7 Technically, the solution concept is a perfect Bayesian equilibrium. However,
given the simple information structure and the president’s and v-player’s strategies
in the assumed configuration, optimal offers can be calculared straightforwardly using

stochastic dynamic programming.
3 So far as I know, this elementary result first appeared in Marthews 1989,
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offer in the first round, since such a type prefers the status quo to the
offer. In other words, type-by-type, the strategy of the first v-player must
be identical to that of the second v-player. Similarly, the strategy of the
president must be the same in the first round as the second round. Since
the strategies of the other players are the same and Congress’s informa-
tion about the veto player is the same in both rounds, if x* is the optimal-
offer in the second round, it must also be the optimal offer in the first |
round. In short, the override model predicts that Congress passes the '
same bill twice; it will not §9mm concessions. ~

The following proposition summarizes this analysis.

Proposition 3: In the override game, the following is a perfect
Bayesian equilibriumn in the assumed configuration: each round
Congress passes the same bifl, which lies between 7 and T (inclusive
of the latter). Each round the president vetoes the bill {anless it les
at 7). In each round, the v-player overrides the veto if lies above
the offer but otherwise sustains it.

Qutcomes tn the Model

Proposition 3 implies that vetoes can occur: incomplete information has
resolved the Hicks paradox. Moreover, successful overrides can occur in
this model. The following outcomes are possible:

+ A bill is passed and vetoed; the veto is overridden.

= A bill is passed and vetoed; the veto is sustained, and the bill dies.

¢ A bill is passed and vetoed; the veto is sustained; the bill is repassed
and revetoed; and the veto is sustained again.

« A bill is passed and vetoed; the veto is sustained; the bill is repassed
and revetoed; and the veto is overridden.

An interesting implication of this range of outcomes is that the uncer-
tainty about the location of the veto override player advantages the
president, relative to a world without that uncertainty. Recall from prop-
osition 2 that in the configuration assumed in this section Congress can
surely impose a policy on the president that is worse for him than the
status quo. But when there is uncertainty about the override player,
override attempts will sometimes fail {or so the override model predicts},
and bargaining may break down. The president will be able to maintain
the status quo where otherwise he would not. Even though the uncer-
tainty is symmetric in the sense that neither Congress nor president has
better information than the other, it advantages the president in 2 con-
flict with a hostile Congress.

The model assumes Congress always attempts an override after a
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regular veto, whenever feasible. Ofttimes, however, Congress does not.
Suppose there were a cost to Congress if it attempted an override, for
instance an opportunity cost in precious floor time. Then Congress
would never attempt hopeless overrides and even some that might suc-
ceed would not be essayed.

The range of possible outcomes generated by the model resembles
that actually observed, at least superficially. In the next chapter I probe
the model’s empirical implications more thoroughly. Nonetheless, the
. model is a striking — and interesting — failure in one regard: it predicts
. zero congressional concessions during veto bargaining. Yet one of the
- most notable features of real veto bargaining is that concessions almost
§ always occur. The problem in the current model is that a failed override
1s just a piece of bad luck, and bad luck in the previous round will not
wrest a concession from Congress. To explain concessions, I turn to
another type of uncertainty, one closely connected to the concept of
presidential reputation.

SEQUENTIAL VETO BARGAINING
Presidential Reputation: Neustadt Revisited

There are few truly great books on the presidency. But there is one
outstanding exception to this rule: Richard Neustadt’s Presidential
Power. In his 1960 analysis of the Roosevelt, Truman, and Eisenhower
administrations, Neustadt set himself the task of identifying the bases of
presidential power. He found three: the formal powers of the office, such
as the veto; the president’s reputation in the Washington community
with whom he must deal; and his standing with the public at large (1980:
164}. Of these Neustadt emphasized the second, for in his view presiden-
tial power is largely the power to persuade others to do what the occu-
pant of the White House wants. And, Neustadt argued, critical to this
persuasive ability is the president’s reputation for “skill” and “will” in
using his power resources.

Although Neustadt’s analysis immedjately assumed a canonic status
among scholars of the presidency, the concept of “presidential reputa-
tion” remained as he had left it. The concept was not developed further,
for two reasons. First, in the vears immediately following the publication
of Presidential Power political science moved into its behavioral stage.
Measurement and quantification became de rigueur. Unlike presidential
popularity (for example), which can be measured in a fairly plausible
way through public opinion polls, Neustadt's “presidential reputation”
seemed too ineffable for hard-nosed study. But perhaps even more im-
portant, the conceptual foundations of “reputation” remained murky -
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and not just in political science. Nowhere in the social SCIENCEs Was new
light shed on the concept. No path could be seen for developing Neu-
stadt’s insights, And so they remained largely in the state he left them.
Far removed from presidential studies, however, two developments in
game theory promised to break this intellectual stasis. The first was,
again, the Harsanyi maneuver, which rendered tractable strategic situa-

tions with incomplete information. The second was the formulation of 3

powerful solution concept tailored to dynamic games of incomplete in-
formation, games in which the players operate under uncertainty, learn
about each other over the course of play, and change their actions as
learning occurs. This solution concept, known in slightly different ver-
stons as “‘sequential equilibrium? or “perfect Bayesian equilibrium,” was
developed by game theorists David Kreps and Robert Wilson {1987),
though earlier work by Roger Myerson (1978) was closely related.

The power and flexibility of the new tools meant the concept of
reputation could finally find a new and much more solid foundation,
though it took some time for social scientists to realize this. The critical
moment came with the simultaneous publication in 1982 of papers by
Kreps and Wilson, and Paul Milgrom and John Roberts. These papers
were among the most influential in economics during the 1980s.

The basic insight of the Kreps-Wilson-Milgrom-Roberts (KWMR)
papers is that reputation and incomplete information are inextricably
linked: your reputation #s the beliefs that others have about your incom-

pletely known characteristic. Those beliefs — your reputation — affect
others’ actions. Moreover, in a dynamic strategic setting their beliefs will
evolve in response to your observed actions. Consequently, by choosing
your actions carefully you may be able to manipulate your reputation to
your advantage. Conversely, the need to maintain an effective reputation
may inhibit your actions. KWMR showed how these ideas could be

analyzed very precisely using the Harsanyi maneuver and the new sofu-

tion concept. Suddenly, it became possible to construct detailed theoret-~

ical models of reputation building.

The implications of this work for the study of power are sweeping.
Where the concept of subgame perfection made it possible to develop
models of the second face of power (like the basic model), perfect Bayes-
ian equilibrium makes it possible to develop models of what political
scientists have called the “third face of power.” The third face of power
has two dimensions. The first involves transformation of values, in which
the oppressed take on the values of the oppressor. This idea remains
elusive to formal analysis. But the second involves the manipulation of
others’ beliefs. So, for example, coal miners refuse to strike because the
company’s reputation makes the miners believe a strike will be futile and
self-defeating — a reputation carefully cultivated by the companies (Gav-

107

-

e




Veto Bargaining

enta 1980). How such a power relationship could come into existence
and be maintained, and how it might end, are topics ideally suited to the
new tools.

Well within the reach of the new tools is Neustadt’s concept of presi-
dential reputation. Exactly the ideas in the KWMR papers appear re-
peatedly in Presidential Power. “A President’s effect on them [the men
who share in governing] is heightened or diminished by their thoughts
about his probable reaction to their doing. They base their expectations
on what they can see of him. . . . what these men think may or may not
be ‘true’ but it is the reality on which they act, at least until their
calculations turn out wrong” {1980:45). Therefore, “they must antici-
pate, as best they can, his gbility and will to make use of the bargaining
advantages he has. Out of what others think of him emerge his oppor-
tunities for influence with them. If he would maximize his prospects for
effectiveness, he must concern himself with what they think™ (p. 46).

Neustadt illustrates these points with telling examples. For example,
Eisenhower diminished his power prospects in 1957-58 by sending con-
tradictory signals that undermined his policy reputation on Capitol Hill
(1980:49-60). In contrast, in 1959 he used veto threats, vetoes, and
rhetoric to build an effective reputation (pp. 61-62).

Neustadr spells out the necessity for incomplete information about
the president in a particularly compelling form:

In a world of perfect rationality and unclouded perception it might turn out that
Washingtonians could take the past performance of a President as an exact,
precise, definitive determinant of future conduct, case by case. The known and
open record, wholly enderstood, could be ransacked for counterparts to all de-
tails of each new situation. His skill, or lack of it, in using comparable vantage
points for comparable purposes in like conditions, could be gauged with such
precision that forecasting his every move would become a science practiced with
the aid of mathematics. In the real world, however, nobody is sure what aspects
of the past fit which piece of the present or future. As the illustrations in this
book suggest, particulars of rime, of substance, organization, personalities, may
make so great a difference, case by case, that forecasting remains a tricky game
and expectations rest upon perceptions of a most imperfect sort. (1980:46)

Propositions 1 and 2 are precisely the mathematical predictions that
Neustadt envisioned. Detailing the “tricky game” of “forecasting” is the
subject of the sequential veto bargaining model.

Adding Presidential Reputation to the Models

Before the new analytical tools can be used, a key question must be
answered: what is the president’s reputation about? What entity or vari-
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able is the subject of incomplete mformation? Neustadt states his view
in several places: “The men he [the president] would persuade must be
convinced in their own minds that he has the skill and will enough to -
use his advantages” (1980:44). It is these “residual impressions of tenac-
ity and skill accumulating in the minds of Washingtonians-at-large” that -
constitute his reputation (p. 48). From the president’s perspective, an -
effective reputation for “skill and will” must be such as to “induce as
much uncertainty as possible about the consequences of ignoring what
he [the president] wants. If he cannot make men think him bound to
win, his need is to keep them from thinking they can cross him without
risk, or that they can be sure what risks they run” (ibid.).

This formulation is helpful and puzzling at the same time. It is helpful
because it links the president’s reputation to his “advantages,” his “van-
tage points” in Neustadt’s phrase. His reputation will concern-his will-
ingness to use his. powers. This is what his adversaries must predict. So
‘it is in the confluence of formal powers and intangible reputation that
presidential power lies. It is puzzling because “skill”” is analytically in-
tractable and “will” is extraordinarily ambiguous. Good models of stra-
tegic skill in politics must await a much deeper understanding of
bounded rationality than contemporary social science possesses. But we
seem to be waiting for Godot: despite nearly half a century of work,
bounded rationality remains one of the philosopher’s stones of modern
social science.”® This is not to suggest skill is unimportant in presidential
politics: it surely is. But, at Jeast at the end of the twentieth century a
political theorist has little useful to say about it.

What then about “will”? Neustadt is rather vague about what he
means by a reputation for “will” but sometimes he seems to invoke a
quality of character, “‘grit” or “pluck.” But suppose Congress were
absolutely certain about the president’s policy preferences. Would tenac-
ity, toughness, or grit allow the president to escape the iron logic of
propositions 1 and 2? Only ¥ “will” actually means “willingness to
behave irrationally.” Suppose a president cultivated the image of a hot-
head who vetoed in a fit of pique, even if it meant cutting off his nose to
spite his face (in policy terms). Such a reputation might well strengthen
his bargaining position with Congress — recall the laboratory experi-
ments on ultimatum games or game theorist Thomas Schelling’s famous
arguments about the value of appearing irrational (Shelling 1960). But
no president, not Nixon or even Andrew Jackson, has tried to build a
reputation as an irrational hothead in matters of domestic policy. As a
practical matter, impetuous irrationality meshes poorly with the deliber-

¥ On the other hand, see Rubenstein 1998 and Young 1998.
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ate pace of legislating. A reputation as a loose cannon is probably
electoral poison.

Consider instead how one builds a useful reputation in some other
setting, for example when bargaining over a car or in a weekend bazaar.
You try to create the impression that the merchandise is worth little to
you. For example, you may feign to leave the shop when the merchant
announces his opening price. You lament your limited budget. In short,
you don’t try to create a reputation as a “tough bargainer.” You become
a tough bargainer by creating the impression you have a naturally low
“striking price,” the highest price you would possibly agree to. If the
merchant believes your striking price is truly low, he will come down in
price if he wants to seil.

What is the equivalent of the president’s striking price in bargaining
with Congress? It is the president’s reservation policy, the point beyond
which he will not go because he would rather veto and retain the status
quo. In the spatial framework, it is exactly ¢, the point utility-equivalent
to the status quo. The president’s willingness-to veto depends critically
on the location of the bill relative to z But for exactly the reasons
enumerated by Neustadt — “the particiilars of time, of substance, of
organization, personalities” — Congress will often be somewhat uncer-

tain where ¢ lies. Over the coursé of a_bargaining episode, the president

. may be able to turn this uncertainty to his advantage..

The Sequential Veto Bargaining Model

Much of the apparatus I developed for the override game transfers
directly to sequential veto bargaining (SVB). Now, however, Congress’s
uncertainty concerns the president’s policy preferences, which, of course,
the president himself knows perfectly well. The Harsanyi maneuver pro-
vides a method to capture Congress’s uncertainty about the president’s
policy preferences. So at the beginning of the game let # be drawn from
the interval [t, T} using the common-knowledge distribution F(z), the
same uniform distribution as in the override game. The president knows
his own type £, which remains fixed for the entire game, but Congress
does not.

The play of the SVB game depends heavily on the location of [t, ]
relative to the override player’s reservation policy and Congress’s ideal
point ¢ = 0. For the moment assume the configuration shown in Figure
4.11, that is, 0 = ¢ and 7 = 7. Allow the same type of dynamics as
before: the game moves through two rounds of bargaining, with the
possibility of a breakdown in bargaining after an initial veto.

All seems similar to the override game, except one thing: the presi-
dent’s true type ¢ is fixed throughout the game, while the identity of the
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1 ] 1 1
0 t T T X

Figure 4.11. Sequential Veto Bargaining: The All Compromisers Case

override player varied from round to round — a seemingly small differ-
ence but sufficient to transform the strategic situation. Whatever Con-
gress learns about the president in the first round can and will be used
in the second round. The president thus has an incentive to build a
policy reputation in the first round, in order to extract a better bill in the
second.

To see how this might work, picture Congress in the first round of a
bargaining episode. Congress begins with a notion of the range of pos-
sible presidential preferences and so bases the content of its initial bill
on its expectations about what the president might accept. Congress will
not pass a bill every likely type of president would veto — such a bill
would be pointless. Nor is it likely {except under special circumstances,
detailed shortly} to pass a bill the president would surely sign whatever
his true preferences. To do so would be to yield too much. Thus, Con-
gress is likely to pass a tough bill but one with a reasonable chance of
enactment. Suppose, though, the president vetoes the bill. How will this
affect his policy reputation? If the president had been sufficiently accom-
modating, he would have accepted the initial bill rather than risk a
breakdown and receipt of the status quo. Because the president.did not
accept the bill, Congress can be quite sure the president did #zot have
thosé preferences. In other words, Congress can screen out some types
of presidential preferences after seeing a veto. Given the screening, Con-
gress will see the president as somewhat “tougher” than it did before {in
the sense that his policy preferences cannot be very accommodating).
The content of the second bill, if Congress gets the chance to enact it,
will reflect this new understanding of the president’s policy preferences.
Accordingly, the second bill will incorporate policy concessions.

In the first round of bargaining the president can anticipate what
Congress will offer in the second round, if he vetoes the first bill. De-
pending on his preferences, the president may find the second bill, if it
includes concessions, more attractive than the first bill. In fact, it may be
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so attractive that he is willing to risk a breakdown in order to alter his
policy reputation and thus extract the better bill from Congress. Such a
president would engage in a strategic veto in the first round. But can this
work if Congress knows the president has the temptation to do so? This
is indeed a “tricky game,” in Neustadt’s phrase! But it is possible to
untzngle.*®

Optimal Bills and Strategic Vetoes

By this point, the strategies of president and Congress in the second
round will be familiar. Since the second bill is a take-it-or-leave-it offer,
the president will veto it only if it lies outside his preferred set. Let us
say that Congress, based upon its initial bill and a presidential veto, has
screened out all types with #'s Jess than a particular vaiue, call it 2,. So in
the second round, Congress believes the president’s type definitely falls
somewhere in the range [1,, t. Using the same methods employed in the
analysis of the override game, I show in the appendix to this chapter
that Congress’s second offer will then be
L, T X%y .. 5 T xp -
.= 5 if T =t
t otherwise

Since this is exactly the form of the offer in the override game — an
average of the lower bound on types and the status quo, unless the status
quo is quite distant (see equation 4.3) — this should not be surprising.
Determining the president’s strategy in the first round is straightfor-
ward. Call the offer in the first round x, (meaning, the offer occurs when
two opportunities for vetoes remain) and that in the second round x,
{meaning, only one opportunity for a veto remains).?’ The president,
seeing x,, is able to estimate that Congress will pass x, in the second
round in the event of a veto, as long as bargaining did not break down.
Then there would be a type who is exactly indifferent between accepting

*® The first models of this type, focused on economic bargaining, can be found in
Sobel and Takahashi 1983 and Fudenberg and Tirole 1983. Subsequently, this type
of model has been used to study strikes, settlement in negligence suits, and monopoly
pricing by durable goods monopolists. Gibbons 1992 provides a fairly accessible
introduction, and Fudenberg and Tirole 1991b'd Thgre advanced review. Batiks 19
is a superb review of model i
is important. T

“ This somewhat unfortunate numbering follows a standard convention, which
proves helpful with extensions to any arbitrary number of rounds of bargaining.
Because I consider such extensions elsewhere, I maintain it here (see Cameron and
Elmes 1993).
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lottery

0 1, Xs *, X3

Type 4, is indifferent between accepting x, and
rejecting it in favor of a lottery between x, and x,.

Figure 4.12. The Indifferent Type

the bird in the hand, x,, and the gamble created by a veto, that is,
between receiving the unattractive status quo and the quite desirable
bird in the bush, x,. Call this exactly indifferent type t,.

Figure 4.12 illustrates such an indifferent type. He is presented the
first offer, x,, so if he accepts it he certainly has V(x,). If he rejects It, he
may be offered x,, which is more attractive. But it is a risky prospect,
for with probability g he receives instead the status quo, x,. Type ¢, is
exactly indifferent berween the two choices. Critically, all presidential
types lower than 1, prefer the first offer and so accept it, while all types
higher than #, prefer the gamble and so veto the first bill. Hence, the
president’s strategy in the first round is simple: accept the first bill if ¢ <
t, but otherwise veto. If Congress understands this strategy, and can
follow the president’s reasoning, then it knows that ¢ > t, if it sees a
veto in the first round. :

Somewhat surprisingly, the relationship in Figure 4.12, the equation
for Congress’s last offer, the shared network of mutual expectations, and
the logic of utility maximization tie down Congress’s twin offers. In the
appendix, I calculate the optimal first offer to be

. 1+4g -4 (1 + gp*
T 1 3g 2T 3g ! (4.4)
and the optimal second offer to be
. 1+ 35g {1 +¢g)
BT 3g T 21 3g) (4.5)

while the critical value for ¢, £,, is
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»

2 1+
t 4 4,

BT AR TEYE (4.6)

These equations may appear distressingly complicated, but note that
the quotients in each expression add to one. So in each case, the critical
value is just a weighted average of the status quo and the lowest possible
type. The forbidding appearance of the equations reflects the complex
way the weighting depends on'g, the probability of a bargaining break-
down. L e LA

A Numerical Example. To get a feel for the model’s predictions, it
is helpful to work through a numerical example. Suppose Congress be-
gins with the belief that the lowest possible type t = 0 while the highest
possible type is 7 = x, = 1 (recall that beliefs are assumed uniform over
the interval). In other words, Congress is sure the president is a com-
promiser but is rather uncertain about his exact preferences. Let the

probability of a breakdown in bargaining following a veto g = . Con-
gress begins by offering x; which equation 4.4 reveals to be .55. The
president accepts this bill if his true type ¢ is less than t,, which equation
4.6 reveals to be .4. Types with ¢ > 4 veto the initial bill. Having seen
the veto, Congress updates its beliefs about the president’s type. lts new
beliefs are restricted to the interval {.4,1]. Following the veto, there is a
50-50 chance bargaining breaks down. If it does, the status quo remains
in place. But if it does not, Congress makes a second and final offer,
which reflects the president’s new policy reputation. Equation 4.5 iadi-
cates this bill will be placed at .7. Congress makes a rather large policy
concession. If the president’s true type falls below .7, he accepts the
second bill. If not, he vetoes it once again.

The process of reputation building in the example illustrates the phe-
nomenon Neustadt discussed in connection with “the new Eisenhower™
of 1959. Through miscues and internal dissension, Eisenhower appeared
to Congress in 1957-38 as a likely accommodator, or not a very distant
compromuiser, particularly in fields like education or welfare. Congress
moved to take advantage of the policy opportunity. But a stunning set
of vetoes in 1959 forced Congress to change its view: the president was
indeed committed to a restrictive budget, fow taxes, and parsimonious
government. His vetoes, along with his rhetoric, recast his reputation.

The example also illustrates the concept of a strategic veto. All the
presidential types between .4 and .55 actually prefer the first bill to the
status quo. But that does not dissuade them from vetoing the bill. They
know that if they do they face a reasonable chance of getting a_much

more.attractive second offer though, of course, bargaining might break
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down and leave them with the unattractive status quo. Nonetheless, for
these types the gamble is worthwhile, so they take the plunge and veto.
In fact, types as low as ¢ = .25 prefer the second bill to the first, if they
could simply choose between the two bills without the risk of a break-
down in bargaining.*® But for types between .25 and .4, the second offer
is not so attractive as it is for the types between .4 and .55. The risk of
a bargaining breakdown dissuades them from attempting a strategic
veto. Types between 0 and .25 actually prefer the first bill to the second,
even neglecting the possibility of a breakdown. They also prefer the first
bill to the status quo. Needless to say, they accept the first bill.

Other Cases. Extending the analysis from two rounds to any finite
number involves no new principles, only a great deal of tedious calcu-
lation. However, there are several other configurations of preferences
that deserve mention. All are straightforward extensions of the basic
case.®

Suppose the top of the type space lies to the left of the status quo —
that is, 7 < x,. As Congress screens out the lower types, its offers rise.
In no case will Congress offer a bill greater than 7. But Congress may
indeed offer a bill at %, in which case the president surely accepts. Such
a constrained offer is more likely to occur if the status quo is far from
Congress’s ideal point and accommodating types have been eliminated.

Suppose the President may be an accommodator — that is, £ < 0. If
the probability that the president is an accommodator is sufficiently
large, Congress may begin the bargaining by offering its ideal policy. If
this bill is vetoed, the remaining bargaining proceeds similarly to the al]
COMpromisers case,

Suppose the president may be either a compromiser or a recalcitrant
—thatis 0 = ¢ < x, < % Then bargaining proceeds as indicated in the
all compromisers case, but offers can never be constrained (since they
will never exceed the status quo).

Suppose the reserve policy for the veto override player lies not to the
right of the status quo but to the lefr. Then bargaining proceeds as in-
dicated previously. However, offers never exceed the reserve policy. The
following might happen. Congress begins by passing a bill it hopes a
compromiser will accept. If the bill is vetoed, Congress knows the pres-
ident has rather distant policy preferences. Its next offer may then be

* Types whose ideal point z lies closer to .7 than .55 prefer .7; those whose ideal
point lies closer to .55 than .7 prefer .55. The midway point between .7 and .55 is
625, 50 .7 is more attractive for those whose z > .625. Recall that £ = 27 — x, 5o
types greater than 2(.625) — 1 = .25 prefer .7. Note that this comparison is between

two “birds in the hand”; it neglects the gamble implied by a bargaining breakdown.
# For detailed exegesis of these cases, see Cameron and Elmes 1995,
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geared for an override attempt rather than presidential acceptance, de-
pending on the location of the override player.
These results are summarized in the following proposition:

Proposition 4: In the SVB model, Congress makes concessions in
repassed bills; there is a positive probability the president accepts
each bill; and there is a positive probability no offer is accepted
(unless the final offer equals ¥) even if bargaining does not break
down. In the first period, some types of president are willing to
strategically veto, that is, to veto a bill they prefer to the status
quo.

What's Missing?

Needless to say, the sequential veto bargaining model omits some factors
that may affect the politics of the veto. For example, reputation is some-
times 2 two-edged sword. The president builds a policy reputation with
his vetoes, and if he wants to extract substantial concessions from Con-
gress, he needs to appear somewhat extreme. But appearing extreme
may sometimes hurt the president with the voters — after all, it was they
who elected Congress as well. If appearing too extreme risks a heavy
cost in votes, the president may not be as ready with strategic vetoes as
the model predicts. In other words, the underlying dynamics of the
model will remain the same but appear in more subdued fashion. An
added complexity occurs if Congress tries to use “veto bait” to force a
veto in order to make the president appear extreme (Groseclose and
McCarty 1996). Rather than continuing to pursue additional strategic
complexity, however, 1 will take the models in hand and bring them to
data.

CONCLUSION

We now have a framework for thinking about override attempts, and a
framework for analyzing sequential veto bargaining. Although these
models are new, they represent rather straightforward extensions of a
standard model, the Romer-Rosenthal model of take-it-or-leave-it bar-
gaining, and build on a decades-long tradition of spatial modeling in
political science.

The question remains: can the models explain the observed patterns
in real veto bargaining? Are they able to bring order to the welter of
facts compiled in Chapter 2’s natural history of the veto?
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Appendix to Chapter 4

Basic Model

Proofs of propositions 1 and 2 are readily available elsewhere so I do
not consider them here.

Override Model

Because there are two rounds of play, I distinguish decisions made in
one round from those in the other via subscripting. Following a standard
convention in stochastic dynamic programming, I denote the last period
as “n = 1 and the prior period as “n = 2,” and subscript relevant
variables accordingly.

A more complete version of Theorem 3 is the following.

Proposition 3: A perfect Bayesian equilibrium to the override
game is:
T+x,., T+ x -
. =78 if 2 0 =T
X, =3 2 2
7 otherwise

accept if x, € @,
veto otherwise

. override if x, € g,
sustain otherwise

# = {2,1), and beliefs are everywhere determined by the common-
knowledge distribution f{(t).

Proof. The proof is by construction. In the second period, the v-
player will override if x, &[1,, x,] but otherwise sustain. The president
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will definitely veto any non-veto-proof bill not in his preferred set, since
there is a chance the v-player will sustain the veto, thus killing the bill.
He will be indifferent about vetoing a definitely veto-proof bill not in
his preferred set, that is, x; €%, ¢}. We can specify any action in such a
contingency; [ assume the president does not veto such a bill.

Given these strategies, for Congress x;, = 7 dominates any higher of-
fer, since the president will accept both with certainty while the former
yields greater utility. Also, offers above ¢ dominate those below, since
ones above ¢ have a chance of enactment while those below do not. So
we need only consider offers in {7, T]. Under the assumed configuration,
the president will veto all these bills. Consequently, Congress’s problem
is to choose the second offer to maximize

x' — 1 T—x
— ﬂngov

H |
= NMA;,CS = Tx; — T - HLRL

where A T = T — 7. The first quotient gives the probability v-player 1

overrides the veto, the second the probability she sustains the veto. An

interior maximum requires

JEU 1
IMMHFHMAIMR_IwmlfRov =0
N T+ x4
X, ==,
! 2
Hence, 1n the second period
Thx,  TF X, -
X, = 2 if 7 =T

T otherwise

In the first period, there is the possibility that the v-player will strate-
gically sustain a veto, that is, turn down a bill in order to get a more
attractive bill in the second period, albeit risking the possibility of a
breakdown. Given some offer in the first period, x, < x%,, there is a
type of v-player 1, who is exactly indifferent between the two offers:

Vi (x35%) = (1 —q)mlx;) Vi(xg; 1)

Xy — T -
where wix; = Lm_ﬂ denotes the probability that the second v-player

will override the veto of the optimal second offer, and V¥, denotes the
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utility of v-player i, which is (using the definition of rescaled utility in
equation 4.2)

ey — ol — g, + %, ~ 2x]
2

Vi (x5 x4, T) =

where 7, = 2u, — x,, letting v denote the v-player’s ideal point. Substi-
tuting this definition of utility into the indifference relationship and
solving for the first offer yields

%, = 4 + (1 —gln{x]}x, — x7)

or more conveniently x, = %, + k. In other words, if the first offer is
lower than this value, the first v-player will strategically sustain the veto
in order to get the chance to enact the second offer. For a given first
offer, the probability that the offer is this fow is (from Congress’s per-
T—x, + k

At 7
while the probability the first veto player will override the veto (thus
W%M Consequently, the problem facing

Congress is to choose the first offer to maximize

spective) just the probability that %, > x, — k, which is
ending the bargaining) is

x —k—1 T—x, + k

= +
EU, At Ulx,) e

(qUo) + (1 — QEU (7).
After using the definition of Congress’s utility, equation 4.1, the follow-
ing describes an interior maximum:

GEU, 1 .
&M == (~r, ~ k- 0 — x, — EUy(x])) = 0.

In this expression, the expected utility of the optimum offer in the second
period is
X, —F . T x5

g -

AT

Substitation and solution for x, then yields

T+ X
RNHHIIN .

Hence, in the first period the optimum offer is

T+ x5..7T+ x _
. = - 07
X, = 2 2
7 otherwise
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which is the same as in the second period. Q.E.D.

Corollary to theorem 3. The probability of an override, given an
attempt, is bounded by ¥2 and 1.

Proof. The probability of an override, given an attempt, is the prob-
ability that T lies below x™, that is

»

Mg T
At AT

which, given x*,

The quotient may be zero {if T = x,) but otherwise must be positive. The
upper bound on the probability is 1 (which occars at x = %). Q.E.D.

Sequential Veto Bargaining

The key to constructing equilibria is the following observation. Given
two bills, x; and x,.,, with x;, < x,_;, and a probability of breakdown g,
there will be a presidential type in period i, #, who is just indifferent
between the two offers. For this type,

(5058 = (1 — q) Vix,_ yxo,8) + q Vixosxo,t) (4.7)

This 1s the relationship illustrated in Figure 4.12. Lemma 1 then follows
(recall that z; is ¢s ideal point).

Lemma 1 (cutoff-rule property): 1f type t, is indifferent between
two bills x; and x,_,, with x; <z, < x,_,, then all types less than
t, prefer x, 1o x,.,, while all higher types prefer x,_, to x,.

The cutoff-rule property has two implications. First, consider an as-
cending sequence of offers all less than min {x_ 2} (there is no need to be
concerned with higher offers since Congress would never make such
offers). Then the president’s strategy takes the form of a simple cutoff
rule in all periods except the last: accept x; if # = £, and reject otherwise.
In the last period 7 = 1, the rule is: accept x, if ¢ = x,, and reject
otherwise, just as in the one-shot game. Second, given this cutoff rule
and the sequence of offers, Congress can be certain following a veto that
t > t. This fact allows Congress to update its beliefs about the presi-
dent’s type and make subsequent offers contingent on those beliefs. The
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progressive winnowing down of possible types as offers are rejected gives
the model its distinctive flavor of screening.

I now calculate equilibria in the two-period game. In brief, one finds
the optimal fast-period offer; then, backwards induction using the indif-
ference relation (equation 4.7) reveals the optimal earlier offer. The
cutoff rule used by the president allows updating of beliefs, for example,
if priors are uniform on [, 7} and all types lower than £, accept the first
offer and all higher types veto, then following rejection of the first offer
beliefs must be uniform on [t,,7].

Let U/x;} denote Congress’s expected utility at time ¢ when beliefs are
uniform on [x,7]. In the two-period game, from dynamic programming

t, — ¢ -t
Upt) = max— x| === ) + {5 J{=a% + (1 - 9Ui&)]  (458)
Subject to
(x5%ota) = (1 — @) V{xyxe,ts) + gVixgxe,t,). (4.9)
in equation 4.8,
N i — xi{ty)
Uilt;) = — x,(t,} LEMEH;MM;W — X ﬁ

where the asterisk on the second-period offer x,(t,) denotes the wutility-
maximizing value given uniform beliefs on [£,,f]. Simple optimization
indicates that

Xo + I3
2

Rwﬁwv =

B . .
if MIMOIM < % and ¥ otherwise. Assume the former “unconstrained” offer
case (a detailed analysis of the “constrained” offer case in the n-period
game can be found in Cameron and Elmes 1995). Substituting presiden-
tial utility (equation 4.2) into the indifference relation (equation 4.7)
yields x; = ¢, -+ {1 ~ g}(x, — x,_,), s0 equation 4.9 may be rewritten as
% =1t + (1 — gixe — x,) (4.10)
Substituting equation 4.10 and the above expression for x;(t,) into equa-
tion 4.8 yields an expression for U,{#) that is solely a function of ¢, and
the parameters (£,7,x,,9). Maximizing this expression with respect to £,
and solving for #, then yields
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. 2q 1+4q
= + :
» T T30 T T340 (4.6)
Substituting this value into the expression for x,(2,} vields
. 1+ 5¢ {1+gq)
. Y B e — -
BT g T 21 v et (4.5)
and substituting #; and x; into equation 4.8 to solve for x, yields
. _L+4g -4 {1+ gp
e N A LU, L
2T 03y T 3a 1 ag (4.4)

The expression for ¢; and x; (i = 1,2} are weighted averages of x, and ¢,
that is, the coefficients are nonnegative and sum to one. Extensions to
the general #n-period game and detailed analyses of the “other cases”
noted in text can be found in Cameron and Elmes 1995.

Muitiple versus Unique Equilibria and Comparative Statics

In Chapter 5, I use the comparative statics of the SVB model to generate
empirically testable propositions about veto bargaining. It is certainly
possible to empirically test models with multiple equilibria; Cox 1997
provides an example. However, comparative statics become problematic
in the face of multiple equilibria, since changes in parameters may not
involve local perturbations in a given equilibrium but shifts across differ-
ent equilibria. Multiple equilibria frequently arise in signaling and
screening models, because Bayes’s rule does not tie down beliefs at
information sets off the equilibrium path. The looseness of these beliefs
can give rise to multiple equilibria.

Multiple equilibria do not arise in the SVB model, as the strong
backward induction flavor of the foregoing derivation may have sug-
gested. (Of course, the model displays very different behavior depending
on its parameter values.) The intuition for the absence of multiple equi-
libria is that the president is limited to “veto” or “accept,” with the
latter ending the game. Hence, there isn’t much room to play with beliefs
off the equilibrium path. This is a typical feature of bargaining models
with one-sided offers and one-sided incomplete information (see Sutton
1986 for additional discussion).
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5

Explaining the Patterns

As children, most of us delighted in Rudyard Kipling’s “just-so” stories.
Kipling began with a simple fact, for example, elephants have long noses.
Then he made up a fanciful story to explain it: perhaps a crocodite
stretched an elephant’s nose and the trait was passed down to other
elephants. Just so!

In the previous chapter, I began with some simple facts, and then

/made up a causal mechanism to explain themn. The three facts were:
vetoes actually occur, veto chains are relatively common, and conces-

/sions often occur ‘over the course of a chain. The first model failed to

" generate any of these patterns, but it supplied a useful framework for
additional thought. The override mode! can generate the first and second
patterns, but not the third. The sequential veto bargaining (SVB} model
can generate all three.

Are the override and SVB models merely just-so stories? Or do they
capture something real about the dynamics of interbranch bargaining?
How can we tell? To answer this question I rely on the criteria outlined
toward the end of Chapter 3. As indicated there, a sine qua non for a
good model is an ability to explain empirical puzzles it was not designed
to explain. Table 2.12, which I reproduce in separate tables throughout
this chapter, is filled with empirical puzzles that go well beyond the three
“stylized facts.” For example, why does the probability of a veto increase
with legislative significance during divided government, but not during
unified government? Why are veto chains short? Why don’t any of the
covariates predict the success of an override attempt, once the decision
to attempt an override is made? Can the models explain these facts? If
so, they begin to look less like just-so stories and more like real models
of real politics.

123



