Electronic Journal: Southwest Journal of Pure and Applied Mathematics Internet: http://rattler.cameron.edu/swjpam.html ISBN 1083-0464 Issue 2 December 2000, pp. 1 – 16 Submitted: June 22, 2000. Published: December 15, 2000

A BARGAINING PROCEDURE WITH OFFER-DEPENDENT BREAKDOWN PROBABILITIES

F. Szidarovszky and L. Shen

Abstract. This paper introduces a new solution concept for two-person bargaining. First a sequential bargaining process is proposed where break-down probabilities depend on the current offers. After showing that this process terminates in finitely many steps in a large class of bargaining problems, a one-stage solution concept is introduced which is the optimal offer for both players under given relative power indices. Three numerical examples illustrate the concept and solution methodology. The generalization of the solution for the n-person case is outlined in the last section.

1991 A.M.S. (MOS) Subject Classification Codes:. 90

Keywords and Phrases:. bargaining, dynamic games, solution concept.

Ferenc Szidarovszky and Ling Shen Systems and Industrial Engineering Department, University of Arizona, Tucson, Arizona 85721, U.S.A. © 2000 by Cameron University

Typeset by AMS-TEX 1