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Abstract

We develop a dynamic game of allocation to study the cooperation between parties
and long-term survival of the regime. In each period, both parties can exert effort to
produce income with one being the incumbent. The incumbent allocates income and
chooses spending on dealing with stochastic security shocks which threaten the regime’s
survival. The key to sustain cooperation is to resolve the incumbent’s commitment
problem in compensating the opposition’s effort, which is intensified by series of security
shocks. We show that power alternation after series of shocks is necessary for sustaining
cooperation and regime survival in the long-run. To solve the game, we innovate the
framework of dynamic principal-agent models by allowing the position of principal to

be endogenously determined and alternating over time.



