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Abstract

This paper develops a cooperative game in which two local
authorities negotiate a cross-regional environmental resource
management agreement (CRERMA). We examine the possible
strategic advantage enjoyed by a local authority when central
authority negotiates CRERMA and it doesn’t. The results proved
when central authority is exogenously forced to negotiate CRERMA,;
Nash equilibrium is that two local authorities both choose to break
CRERMA (the worst solution). When each local authority could
choose the break probability of CRERMA and to let central authority
negotiates CRERMA or not, we find that two local authorities both
choose not to let central authority negotiate and to let CRERMA
break (the break probability is one).

Keywords: Cross-Regional Environmental Resource Management
Agreement, Central Authority, Local Authority
JEL Classification: Q25, H11, H23

Received 24 April 2007; revised 21 January 2008; accepted 6 August 2008



