Kelley’s 2-person Bargaining Game
The participants are randomly matched to play the role of either a buyer or seller and given 

the appropriate “position papers.”

Each participant is allowed fifteen minutes to read the written instructions (i.e., either a buyer or seller position sheet and appropriate payoff matrix) and plan negotiation strategies. Questions of clarification are answered during this time. Each participant should be told, “Play the assigned roles as well as possible. The better you play your role, the more you and your negotiation partner will get out of the exercise.”

At the end of the fifteen minutes preparation period, the participants are seated across from one another at a table, given final verbal instructions, and left alone.

The final instructions consist in part of the following statements: 

“The game usually takes about thirty minutes to complete.”



“There is a one-hour time limit.”


“Once you have reached an agreement, do not discuss the game further until you have completed the post-game questionnaire.”
When an agreement is reached or when one hour has elapsed, you can stop the negotiations.

BUYER POSITION PAPER

For the purpose of the exercise assume that you are the representative of Omega Department Store, a regional chain of department stores. You have been sent to Alfa Appliance Distributors, a wholesaler of small electric appliances, to purchase televisions, DVD players, and air conditioners for your stores. 

You purchase appliances from companies like Alfa and then resell them in your department stores. Based on your cost and the sale price it is possible for you to compute potential profits for reselling 100 televisions, 100 DVD players, and 100 air conditioners. For purposes of the present situation, you are concerned only with buying one model of television, one model of DVD player, and one model of vacuum cleaner.

Naturally, you are attempting to purchase these commodities as cheaply as possible so that your profits will be high when you resell them. Assume that you could make up to nine different offers on each commodity and that your profits for each price would be represented in the attached table. As you can see, on the left there are nine letters. Each letter represents a price at which you could purchase these three appliances. Price “A” is the cheapest price and price “I” is the most expensive. Since the lower your buying price the greater your profits, your profits will be greatest for price “A” and the smallest for price “I”. The actual price is not important and can be referred to by letter, but the profits are important and are listed in the table. Thus, if you could buy the televisions at price “A” you would make $2000, if you could also buy the DVD players at price “A” you would make $1200, and if you also bought the air conditioners for “A” you would make $800, for a total profit of $4000, when you resold the items. On the other hand, if you were forced to buy the televisions at price “I” you would make no profit at all. Assume that variations in prices are possible, that is, you don’t have to buy the three appliances at the same price. 

You must come to an agreement on one letter for the televisions, one letter for the DVD players , and one letter for the air conditioners. But you don’t have to have the same letter for each of them. You will be making offers for all three items at one time; it is like making a package deal. 
The seller has a profit sheet like yours. He has the same nine options as you, but with different values attached to them. All that you can be certain of is that he will be attempting to sell the three appliances at as high a price as possible. 

Feel free to use part of all of the information provided in this position paper in shaping your bargaining strategies. Create additional arguments to bolster your position if you so desire.

You are free to exchange any information during this bargaining. Although you are not allowed to exchange profit sheets, you can exchange information from the sheets. This information need not be truthful.

Naturally, your company wants to make as much profit as possible. 

BUYER

	Televisions
	
	DVD players
	
	Air conditioners 

	
	
	
	
	
	
	
	

	A
	2000
	
	A
	1200
	
	A
	800

	B
	1750
	
	B
	1050
	
	B
	700

	C
	1500
	
	C
	900
	
	C
	600

	D
	1250
	
	D
	750
	
	D
	500

	E
	1000
	
	E
	600
	
	E
	400

	F
	750
	
	F
	450
	
	F
	300

	G
	500
	
	G
	300
	
	G
	200

	H
	250
	
	H
	150
	
	H
	100

	I
	000
	
	I
	000
	
	I
	000


SELLER POSITION PAPER
For the purpose of this exercise assume that you are the representative of Alfa Appliance Distributors, a wholesaler of small electric appliances. You are to meet with the representative of Omega Department Store, a regional chain of department stores, who wants to purchase televisions, DVD players, and air conditioners.

It is your job to sell appliances to companies like Omega. Based on your cost and the sale price it is possible for you to compute potential profits for 100 televisions, 100 DVD players, and 100 air conditioners, the quantities Omega is interested in buying. For the purposes of the present situation you are concerned only with selling one model of televisions, one model of DVD players, and one model of air conditioners.

Naturally you are attempting to sell these commodities at as high a price as possible so that your profits will be high. Assume that you could make up to nine different offers on each commodity and that your profits for each price would be represented in the attached table. As you can see, on the left there are nine letters. Each letter represents a price at which you could sell these three appliances. Price “A” is the cheapest and price “I” is the most expensive. Since the greater your selling price the greater your profits, your profits would be greatest for price “I” and smallest for price “A”. The actual price is not important and can be referred to by letter, but the profits are important, they are listed in the table. Thus, if you could sell televisions at price “I” you would make $800, if you could also sell the DVD players at price “I” you would make $1200, and if you also sold the air conditioners for “I” you would make $2000, for a total profit of $4000. On the other hand, if you were forced to sell the televisions at price “A”, you would make no profit at all. Assume that variations in prices are possible, that is, you don’t have to sell the three appliances at the same price. 
You must come to an agreement on one letter for the televisions, one letter for the DVD players, and one letter for the air conditioners. But you don’t have to have the same letter for each of them. You will be making offers for all three items at one time, it is like making a package deal.

The buyer has a profit sheet like yours. He has the same nine options as you, but with different values attached to them. All that you can be certain of it that he will be attempting to buy the three appliances at as low a price as possible. 

Feel free to use part or all of the information provided in this position paper in shaping your bargaining strategies. Create additional arguments to bolster your position if you so desire. 

You are free to exchange any information during this bargaining. Although you are not allowed to exchange profit sheets, you can exchange information from the sheets. This information need not be truthful.

Naturally, your company wants to make as much profit as possible. 

SELLER

	Televisions
	
	DVD players
	
	Air conditioners 

	
	
	
	
	
	
	
	

	A
	000
	
	A
	000
	
	A
	000

	B
	100
	
	B
	150
	
	B
	250

	C
	200
	
	C
	300
	
	C
	500

	D
	300
	
	D
	450
	
	D
	750

	E
	400
	
	E
	600
	
	E
	1000

	F
	500
	
	F
	750
	
	F
	1250

	G
	600
	
	G
	900
	
	G
	1500

	H
	700
	
	H
	1050
	
	H
	1750

	I
	800
	
	I
	1200
	
	I
	2000

	
	
	
	
	
	
	
	


