Abstract

A generic Negotiation Game (NG} is used to model a conflict between
two parties seeking to resolve their differences and reach a settlement. NG
is a 2 X 2 nonconstant-sum symmetric game that is "generic” in the sense
that its payoffs, which are assumed to be cardinal, are only incompletely
specified. Consequently, conclusions drawn about it are applicable to all
games with which it is consistent, including such well-known games as
Prisoners' Dilemma, Chicken, Deadlock, and Stag Hunt.

NG may be in exactly one of four mutually exclusive “states,” with
different pure-strategy Nash equilibria associated with each state: (1)
conflict alone; (2) cooperation alone; (3) a combination of conflict and
cooperation; and (4) two win-lose outcomes, each of which favors a different
player. The most potent force driving NG toward state (2) is reducing the
difference between winning and losing; increasing the rewards of
cooperation and the penalties of conflict are not as helpful unless they occur
in tandem. Normative implications of these results for encouraging

negotiated settlements are discussed.
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