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NEGOTIATION AND BARGAINING
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‘ round ‘ Agent 1 Agent 2 ‘

1 Best offer z =1, Best offer z = 0,
providing u; (1) = 11 and us(1) = 0 providing u2(0) = 1 and u1(0) =5
Send offer x =1 to agent 2 Send offer x = 0 to agent 1

2 Receive offer z = 0, for which u;(0) =5 Receive offer z = 1, for which us(1) =0
Reject the offer Reject the offer
New offer = such that us(z) = u2(1) +€, | New offer  such that u;(x) = ui(0) + €,
namely = = % namely x =1
Send offer x = 1/2 to agent 2 Send offer x =1 to agent 1

3 Receive offer z = 1, for which u;(1) = & | Receive offer x = 1, for which us(3) = 3
Accept the offer Accept the offer
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‘ round ‘ Agent 1 Agent 2 ‘
1 Best offer z =1, Best offer z = 0,
providing u; (1) = 1 and us(1) = 0 providing u2(0) = 1 and u1(0) =5
Send offer x = 1 to agent 2 Send offer x = 0 to agent 1
2 Receive offer x = 0, for which u;(0) =5 Receive offer z = 1, for which uz(1) =0
Reject the offer Reject the offer
D-u(0) ¥-5 1 D-u(0) ¥-5 1
risklzul() U1()= 211 = TiSklZU1() U1()= 21 =
ur (1) i 11 u (1) i 11
. UQ(O) —’U,Q(l) 1-0 . UQ(O) —U2(1) 1-0
risko 0(0) . risks w(0) 1
Concede and offer x such that Do not concede
ui(@) —ui(0) _ u2(0) — uz(2)
w(z) 7 u(0)
tx+5-5 J1-(-a)
%x +5 = 1
r<—10or —9<x<0
Offer z =0
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:(utilitarian solution) &b/Ssew Jool, ()

argmax(uy + uy),  subject to: zy + zy = \
Ty, Ty

If‘.:jlﬁ

argmax(\ — zy + Yoy — (zy)") = argmax(\ + zy — (zy)")
Ty Ty

\
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Xy =Xy = % Sl el O)be 8l ol ealily
:(egalitarian) |Solslue Jool, (o)
argmax(uy + uy),  subject to: uy(xy) = uy(xy)

Zy,Ty
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:(Nash bargaining solution) & 54l Jol, ()

argmax(uy - uy),  subject to: zy + zy = )
XTy,Ty
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arg max((\ — ) (Yoy — (xr)") = arg max(Yay — v(wy)" + (zr)")
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