Syllabus – Negotiation (Economics 174)

 TR 11:00 – 12:15, Psych 1902 

Instructor: Gary Charness (charness@econ.ucsb.edu)

Course Web page: http://www.econ.ucsb.edu/~charness/econ174_fall_2009/index.html
Course Description:

Negotiation is the art of science of creating agreements between two or more parties.  In this course, we will discuss and apply theories developed as guides to improving negotiations (the science).  We will also develop and sharpen negotiating skills by participating in realistic negotiating simulations (the art).  While the analytic theory is important, we will primarily focus on the art of negotiation.  There will be a number of cases presented, in which you will make actual choices about actions and tactics within the negotiation – choices with actual consequences. 

The lectures will present relatively non-formal bargaining theory and guidelines, but will mainly be devoted to running, discussing, and debriefing the various role simulations. You will see how other people behave and what tactics they choose in various situations.  We will have feedback and will evaluate the effectiveness of differing tactics.  

Course Objectives, Organization, and Content:

You should develop a systematic and insightful approach to negotiation.  First, you should acquire the conceptual skills necessary for becoming a sophisticated analyst of negotiation situations.  Second, you should gain valuable experience from the negotiation exercises.  You will experience many different roles, and you should learn a great deal about yourself from repeated exposure to negotiation situations.  Third, you should gain an understanding of the psychological processes underlying the judgment of negotiators, and should be able to use the psychological biases people have to produce better results for yourself.  The bottom line is that you should come out of this course as an analytically and intuitively savvy negotiator.

The course will build cumulatively from (seemingly) simple negotiations to those of greater complexity.  We will have some analytical exercises to isolate and emphasize specific analytic points and essential skills.  Cases and readings should help you to integrate the analysis and to develop intuition about related and possibly more personally-relevant situations.

Cases:

Since negotiations occur in all kinds of individual and organizational situations, we will employ a wide variety of examples.  Most of these examples are cases that you will actually negotiate.  These cases are at the heart of the course.  There will also be optional readings that will usually be relevant to a specific case.  Preparation will usually help you to negotiate a better deal.

All of the cases will be graded on two comparative bases.  A student will typically play one of two (or more) roles in a case.  One comparison is the following: The numerical performance of a student who is assigned to a role will be compared to that of the other students in that role.  If X is the measure of performance, then the student’s graded score is given by:
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This formula assigns the student(s) with the worst result a score of 0 and the student(s) with the best result a score of 1.  Adding a student’s scores across the graded cases (but dropping the lowest score) will determine his or her aggregate case grade.


This course will also give equal weight to one’s ranking among the people in one’s role.  The purpose is to minimize inequities that arise when one person among the people in a particular role
does extremely well or poorly relative to everyone else, skewing the distribution.

Students are expected to attend all classes; in particular, it is critical that you participate in the cases.  This is key for the learning process, and it will also account for a significant portion of your grade.  In-class exercises won’t work if the parties aren’t present.  
There are three additional rules about cases:

1. The written background material you will receive in each case is meant to represent the preferences and knowledge of real people.  You should not show anyone else your written material because in natural settings you could not show people the items that the written material represents.

2. You should not make up facts that are not in the case.  People make up facts in real negotiations, of course, but facts that are made up in these cases are hard for others to check.  We have also found that people who make up facts do not learn how to negotiate, and someday they might need this ability.  If a direct question is asked about which your case gives you no information, you should reply: “that information isn’t available to me.”

3. Many of these cases will involve multiple issues.  The number of points a participant receives for each issue will depend on his or her role in the case.  You should never reveal your point structure to the other participants in the negotiation.  This rule will be made more clear when we get to the relevant cases in the course.  

We will (tentatively) negotiate eight cases in class.  

Grading:

Your grade will consist of four components: Your aggregate case grade (65%), your score on some two short analytic exercises (5%), your design of a case (15%), and class participation (15%).  I will learn all of your names early on in the course.

Sources:

You must purchase the reader, which contains useful materials and also entitles you to receive the case handouts in class (these are intellectual property and a usage fee paid to the institution that has the copyright).  In addition, there are three texts that are recommended, but not required.  These should be available on reserve in the library.

Negotiating Rationally, Max Bazerman and Margaret Neale

Thinking Strategically, Avinash Dixit and Barry Nalebuff

Getting Past No, Roger Ury 
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