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Abstract Automated negotiation under the infrastructure of e-commerce is
becoming an important issue. However, although the communication protocols and
frameworks of automated negotiation have been extensively investigated, the cor-
responding tactics and strategies are still underdeveloped and need to be evaluated
further. Based on the negotiation model proposed by Faratin et al., this paper exam-
ines the performance of automated negotiation tactics and intends to provide concise
suggestions for the users of automated negotiation. First, theoretical analysis is used to
evaluate the behavior-dependent tactics. Constructive conclusions are obtained when
single-issue negotiations are considered. Next, a new framework for applying sin-
gle-issue tactics to multi-issue negotiation is proposed. Based on this framework,
theoretical analysis is then extended to multi-issue cases. Finally, different from the
previous work, exhaustive simulations based on two-issue negotiations are performed
to evaluate the effectiveness of behavior-dependent and time-dependent tactics. The
experimental results provide several important insights into negotiation tactics.
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1 Introduction

In the past few years, the rapid development of e-commerce is obvious to all. The
footprints of e-commerce are ubiquitous and range from simple web shopping to
complex virtual partnership construction through the Internet. Besides, faced with
diverse user groups, different trading models have been developed in e-commerce as
well, including posted-price selling, auctions and negotiations. However, if a human
user is requested to monitor the trading process successively, then the convenience
and efficiency of e-commerce will be greatly reduced. In view of this, automating
e-commerce trading and releasing the users from continued monitoring have become
important research topics.

The software agent technology provides a viable solution for the automation of
trading in e-commerce. A software agent is a package of programs that is created on
behalf of the user (trader) and is able to accomplish a delegated task autonomously
(Bradshaw 1997). At present, agent technologies have been applied to several domains
of e-commerce, such as shopping agents with the capability of price comparison (Maes
etal. 1999) and auction agents that can bid autonomously (Wurman et al. 1998). How-
ever, when considering agent-mediated automated negotiations, there is no evidence to
show a widespread adoption of such a promising framework (Lim 2003). This is not a
surprise in light of the fact that negotiation is a process of resolving disputes among two
or more parties and usually involves complicated strategies and tactics (Oliver 1996;
Lewicki et al. 1999). Even for a well-trained negotiator, it is not uncommon to achieve
breakdowns of negotiations. Thus, convincing the negotiator of adopting automated
negotiation is apparently not an easy task. To remedy such an awkward situation,
more elaborately-designed tactics and strategies need to be developed for automated
negotiation. In particular, their effectiveness also should be clearly identified.

For the development of automated negotiation tactics, Lopes et al. (2001) classi-
fied the tactics into the five categories called stalemate, tough, moderate, soft and
compromise, and corresponding decision functions were also proposed. However, no
evaluation for those tactics is made in their work. Faratin et al. (1998) introduce a wide
spectrum of negotiation decision functions to implement three families of tactics,
behavior-dependent, time-dependent, and resource-dependent, respectively (Faratin
et al. 1998). A package of hypotheses is proposed to clarify the effectiveness of these
tactics and is demonstrated by a set of simulated single-issue negotiations. Follow-
ing the investigations of Faratin et al., Wang and Chou (2003) provided a theoretical
analysis for time-dependent tactics. They proved that, for single-issue negotiation,
if both sides apply time-dependent tactics, the ratio of negotiating time to the nego-
tiation deadline will converge to a finite constant. For the other families of tactics,
simulations for single-issue negotiations are elaborated to compare the performance
of a possible mixture of tactics. A more thorough investigation on the effectiveness
of time-dependent tactics is also proposed by Fatima et al. (2004), and the scope is
extended to multi-issue negotiations.

Although the previous work has paid attention to the evaluations of negotiation
tactics, most of the theoretical analyses focus on time-dependent tactics, and simula-
tion experiments are limited to single-issue negotiations with a random sampling of
preference settings.
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Based on the negotiation model proposed by Faratin et al. (1998), this paper
examines the performance of automated negotiation tactics and intends to provide
concise suggestions for the users of automated negotiation systems. First, a theoretical
analysis is provided for behavior-dependent tactics. Useful conclusions are obtained
when single-issue negotiations are considered. Next, a new framework for applying
single-issue tactics to multi-issue negotiations is proposed. Based on this framework,
theoretical analysis is then extended to multi-issue cases. Finally, different from the
previous work, exhaustive simulations based on two-issue negotiations are performed
to evaluate the effectiveness of behavior-dependent and time-dependent tactics. The
experimental results show that a relatively win-win settlement could be achieved when
both sides use the same tactic. And, when simultaneously considering the value, effi-
ciency and equality of the settled contract, a simple tit-for-tat tactic would obtain better
results than others.

This paper is organized as follows: Sect. 2 introduces the terminologies and assump-
tions used in this paper. The theoretical analysis of behavior-dependent tactics is
described in Sect. 3. Applying single-issue tactics to multi-issue cases is shown in
Sect. 4. Section 5 presents and discusses the experimental results. Section 6 outlines
the conclusions.

2 Preliminaries

For the convenience of further discussion, the concept of the additive scoring model
(Raiffa 2002), proposal tables, settlement spaces, and negotiation tactics will be intro-
duced, respectively.

2.1 Representing the Preferences of Negotiators

In this section, the additive scoring model is introduced to present a possible way to
capture the preferences of negotiators. This model has been widely adopted in various
previous studies (Raiffa 2002; Faratin et al. 2002; Bui et al. 2001; Su et al. 2001; Goh
et al. 2000; Cao 1982; Barbuceanu and Lo 2000).

Before further discussion, some useful terminology will be defined. In two-party
multi-issue negotiations, the negotiator will provide an offer for each issue in each
round. The collection consisting of all the offers in a certain round is referred to as
a proposal. For each issue, the offer zone is the gap between the first offer and the
reservation offer. In addition, to prevent an extended negotiation, the offer for each
issue is usually guided by a predetermined increment. It is worth noting that “issues”
referred to in this paper mean quantitative issues or those which can be quantified.

According to the additive scoring model (Raiffa 2002), a negotiator is possible to

represent his scoring function for a proposal p = (x1, x2, ..., x,) as follow:
n n
V(P)=ijvj(xj), ij=1, w; > 0. (D
=1 j=1
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InEq. 1, V(p) denotes the value of the proposal p for the negotiator, n is the number of
issues, and w; denotes the weight of issue j, which represents the relative importance
of issue j to others. Also, v;(x;) represents the value of offer x ;, which could be the
desirability value or utility value depending on whether the risk attitude of the nego-
tiator is considered or not (Raiffa 2002, pp. 24-32). In this paper, v;(x;) is assumed
to be in the range of [0,1], and V(p) is thus restricted to [0,1] as well.

However, the additive scoring model has its limitation. As shown by Keeney and
Raiffa (1976), “an additive scoring system is appropriate if and only if the value trade-
offs between any two issues do not depend on the levels chosen on the remaining
issues.” Consequently, for cases in which the additive template cannot be applied,
more fine-grained techniques, such as hybrid conjoint analysis (Rangaswamy and
Shell 1997; Kersten and Noronha 1999), should be used to construct concrete pref-
erences for users. It is worth noting that, although the negotiators’ preferences can
be captured in different ways, the theoretical analyses presented in this paper are not
dependent on the construction of the V (p).

2.2 Proposal Table and Settlement Space

After exploring all the options of each issue, a proposal table consisting of all feasi-
ble proposals can be readily generated for each negotiator. For instance, referring to
the preference settings for a seller in a two-issue negotiation (shown in Table 1), his
proposal table can be constructed as in Table 2 and has been sorted according to the
total value for each proposal. Obviously, during negotiation, the negotiator can pick
proposals from the top to the bottom to achieve a result of a higher value.

If the proposal tables for both sides have been constructed, the settlement space
consisting of the intersection of the two proposal tables could be identified. An exam-
ple settlement space is shown in Fig. 1. A particular point in the settlement space is
labeled as the Equivalent and Efficient point (EE-point), which is (0.76, 0.76) in the
case of Fig. 1 and is the intersection of the 45-degree line originating from (0,0) and

Table 1 An example of preference setting for a seller in a two-issue negotiation

Issue 1 (Price: US$) Issue 2 (Warranty: years)

wi| U] maxy miny; Increment wy  uUp maxy miny  Increment
0.6 Linear 100 90 10 0.4 Linear 1 3 1
#feasible offers = (100 — 90)/10+ 1 =2 #feasible offers=(3 —1)/1+1=3

Table 2 The proposal table

of the seller Price (US$) Warranty (years) Useller
100 1 1
100 2 0.8
100 3 0.6
90 1 0.4
90 2 0.2
90 3 0
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Fig. 1 A settlement space

the efficient frontier. The EE-point represents a solution simultaneously conforming
to the indices of efficiency (located on the efficient frontier) and equality (both sides
obtain the same value according to their own scoring functions) (Mumpower 1991;
Kalai and Smorodinsky 1975).

2.3 Negotiation Tactics

According to the classification by Faratin et al. (1998), negotiation tactics based on
negotiation decision functions can be divided into three families: behavior-dependent,
time-dependent and resource-dependent. For a single-issue negotiation, the target offer
of agent A at #;41 for issue j is denoted as tx;? (t1+1), and the actual offer x;? (fj+1) can
be represented by the following equation:

tx;? t1+1), if min‘]’. < z‘x;z (t+1) < male.,
x§(t41) = max¢, if max§ < 1x9(1141), 2)
min?, if tx;? (ti41) < min? .
In Eq. 2, we assume that, at ;4 1, agent A will accept the offer of the opponent (agent B)
if the value of tx;’ (t;+1) 1s no more than that of txj’ (7). Alternatively, the negotiation

will break down if the time exceeds %, or 2 .

The difference of the three families of tactics can be identified by the calcula-
tion tx;? (t1+1). For behavior-dependent tactics, txlq (t;+1) is heavily dependent on
the offering history of the other side. For resource-dependent tactics, the calcula-
tion tx;? (t141) does not react to the opponent’s behavior but depends on the resources
already spent on or left for the negotiations. Because time is a kind of resource, time-

dependent tactics are obviously special cases for resource-dependent tactics.
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The process of negotiation can be represented by time ticks (#; for short) or by
rounds. For a negotiation between agent A and agent B, if agent A opens first, then
agent A should offer in time ticks (#1, 13, fs, ..., t3,,), and agent B provides counter-
offersin (2, 4, tg, ..., t2,), where t%. and ¢’ denote the negotiation deadline for
agent A and agent B respectively. The time ticks for the negotiation can be mapped to
the concept of rounds. One round consists of two time ticks, e.g., | and t, constitute
round 1, #3 and #4 constitute round 2, and so on. For the convenience of discussion,
rounds and time ticks are used interchangeably when describing the details of tactics

in the following sections.

3 Theoretical Analysis of Behavior-dependent Negotiation Tactics

As stated earlier, evaluations of automated negotiation tactics are the cornerstone of
encouraging the user to adopt automated negotiations or negotiation support systems.
Thus, one of the important tactic families, behavior-dependent tactics, will be carefully
examined in this section.

The core concept of behavior-dependent tactics is that the concession of the next
round will depend on the history of the offers by the opponent. That is, behavior-
dependent tactics treat the opponent in a tit-for-tat manner. In Faratin’s paper, there
are three such tit-for-tat tactics proposed, which are Relative Tit-For-Tat, Averaged
Tit-For-Tat, and Random Absolute Tit-For-Tat (Faratin et al. 1998). In the following,
the properties of the three tactics will be investigated in depth. Although the evalua-
tions are performed on single-issue two-party negotiations, we think the results could
be used as the foundation for evaluating multi-issue negotiation tactics as well.

3.1 Relative Tit-For-Tat Tactic

The Relative Tit-For-Tat tactic (RelTFT) calculates the concession of the next round
by the ratio of the opponent’s offers in two successive rounds. If agent A uses Rel-
TFT, then the concession ratio for issue j at time #;41, R;? (t14+1), can be obtained by
Eq. 3. In particular, if § is 1, then the ratio is determined by the last two offers of
the opponent (i.e., the most recent behavior of the opponent). Thus, the target offer of
the next round for agent A would be the multiplication of his last offer, x? (t;—1) and
the concession ratio R? (t;+1) (see Eq. 4). For example, for a price negotiation, if the
last offer of agent A (seller) is $200, and the last two offers proposed by the opponent
(buyer) are $120 and $140, respectively, then the next target offer of agent A would
be 200 * (120/140) = 171.

; x;’(tz—za)
RY(t141) = ————, where§ = 1, [ > 25. 3)
x;(t1—25+2)
tx (ti41) = RS (t41) x x5 (t1-1). 4
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Table 3 A negotiation example in which agent A uses RelTFT (§ = 1)

Agents/rounds 1 2 3 4 5 6 7 8 9

agent A (seller) 300 290* 264 242 223 207 193 181 171
agent B (buyer) 100 110 120 130 140 150 160 170 accept (180)

* Constant concession is applied at round 2 by agent A

Table 4 The offer sequence when agent A uses RelTFT (6 = 1)

Rounds 1 2 3 4 ..k
agent A a1 az az=axx*(b1/b2) ag=axx*(b1/b3) ... ax=azx*(b1/bk-1)
agentB b1 by b3 by ... bg

The concept of RelTFT sounds reasonable, but we found that the concession calculated
by RelTFT is in fact not that fair. Table 3 shows a negotiation example, in which agent
A (seller) and agent B (buyer) dispute on the price issue. Agent A adopts RelTFT
(6 = 1) as the negotiation tactic, on the other hand, agent B use a simple constant
concession tactic. Moreover, we assume (min, max“) is (150, 300) and (minb , max” )
is (100, 250). According to Raiffa’s research (Raiffa 2002), if no exaggeration occurs
in the first round, the reasonable deal price would be the average of the open offers of
both sides, which is 200(= (300+100)/2) in this example. However, from the offering
sequence in Table 3, agent A using RelTFT proposes a larger amount of concession
than the opponent after round 2. In round 7, agent A’s offer becomes 193, which is
already lower than the reasonable price (200). If the negotiation continues to round 9,
the offer of agent A is further reduced to 171, and agent B will be glad to accept such
a low price. From the above example, it is observed that using RelTFT may not be
beneficial to the seller, and his gain is even worse than that of the buyer who uses a
simple tactic.

To further understand the characteristics of RelTFT, we continued to investigate
whether a negotiator using RelTFT could obtain his expected value. First of all, the
example in Table 3 is formalized as shown in Table 4, in which the offer sequences
of agent A and agent B are represented by (a1, az, as,...)and (b1, by, bs,...)
according to the negotiation round. In addition, only agent A is assumed to use Rel TFT.
It is worth noting that, RelTFT cannot be applied in the first two rounds, therefore we
use a; and a; to represent the offers in these two rounds.

In Table 4, it can be seen that the offer by agent A in round k, ax, would be

ax = az(b1/br-1), (5)

which is reduced from as (b1 /b2) (b2 /b3). . .(bx—2/bx—1). In fact, for any § > 1,
if agent A proposes his offer first in each round, ax would be

ax=as4+1(b1/bx—_s), whered >1land k> 6§+ 1. (6)
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agent B(buyer) agent A(seller)

The mid point
by ------- > e=(a;+b;) /2 - a1

Q\\\\\\\

(a;-b;) |

The offer zone

Fig. 2 The offer zone created by the negotiation setting in Theorem 1

This result shows a surprising fact: ax only depends on b; and by _ s but not on
by, b3, ..., bx_s—1. For the case of agent B opening his offer first, the calculation of
ay is somewhat different from that in Eq. 6, and would be

ax = as(b1/bx—s+1), where§ > 1 and k > 4. @)

Based on the above discussions, we next propose two theorems to show the prop-
erties of the RelTFT tactic.

Theorem 1 Assume that agent A and agent B conduct a price negotiation and the
negotiation settings are organized as follows:

(a) agent A plays the seller and agent B plays the buyer,
(b) agent A adopts the RelTFT tactic,
(c) both sides apply the linear value function to the price issue,

then the offer of agent A would reach the mid point, (a1 + b1)/2, before agent B
does. That is, agent B can make less accumulated concessions than (a1 — b1)/2 in
exchange for agent A’s concession to (a1 + b1)/2.

Proof The proof is divided into the following two cases (please refer to Fig. 2 for
better understanding of the proof).

Case 1 agent A (seller) propose his offer first in each round, let e be (a1 + b1)/2, and
assume agent A propose e in round k, then we have

ay = agy1(b1/bx_5) = (a1 +b1)/2,
or bx_s = 2as+1b1/(a1 + by). ()

Based on Eq. 8, if by _s < e is true, then the induction of the theorem can be demon-
strated.
Given a1 > aj 41, Eq. 8 can be further rewritten as

br_s=2asy1b1/(a1 +b1) < 2a1b1/(a1 + by).
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Because

2ai1bi /(a1 +b1) —e =2a1b1 /(a1 +b1) — (a1 + b1)/2
= —(a1 — b1)*/(2(a1 + b1)) < 0,

we have 2a1 b1 /(a1 + b1) < e, which implies by _ 5 < e. Thus, Theorem 1 is proven
to be true in this case.
Case 2 agent B (buyer) proposes his offer first in each round.

Referring to Eq. 7, if agent A proposes e in round %, i.e., ax = e, then we have

ax = as(b1/bx—s+1) = (a1 + b1)/2,
or bx_sy1=2asbi/(ar + b1). 9

Based on Eq. 9, if bx_s41 < e is true, the theorem can be proven. Given that
br—s4+1 —e=2asb1/(a1 + b1) — (a1 + b1)/2.
Because ag < a1, the above equation can be rearranged as
bx—s+1—e < (4(arbhy) — (a1 + b1)?) /2(a1 + b1) < 0.
Therefore, by — 541 < e is true, and Theorem 1 is proven to be true in this case. 0O

From Theorem 1, it can be seen that the seller applying RelTFT to a price negotia-
tion would put himself in a disadvantageous situation. However, a negotiator adopting
RelTFT has an opportunity to predict when his offer will be lowered to his expectation
price, say (a1 + b1)/2. For the example in Table 3, if the expectation price of agent
Ais (a1 + b1)/2 = (300 + 100)/2 = 200, then he can predict he will propose $200
in round k when by 1 is $145(= az(b1/ax) = 290 % (100/200)). That is, when
the accumulated concession amount of agent B is only $45(= $145 — $100), agent A
would make accumulated concessions of $100(= $300 — $200).

To provide a deeper insight of the RelTFT tactic, the situation of a buyer using
RelTFT will be investigated in Theorem 2.

Theorem 2 Assume that the negotiation settings are the same as those in Theorem 1,
but agent A plays the buyer and agent B plays the seller, then the offer of agent A
would reach the mid point, (a1 + b1)/2, after agent B does if one of the following
conditions is satisfied:

(a) agent A proposes his offer first in each round, and (as+1 — a1) < (a1 —
b1)?/(4b1).
(b) agent B proposes his offer first in each round.

Proof
Case 1 agent A proposes his offer first in each round.

@ Springer



524 C.-F. Lee, P.-L. Chang

Refer to Eq. 8, we have by_s = 2as+1b1/(a1 + b1). The difference between
the mid-point price and by_s is

(a1 +b1)/2 — (2as4+1b1/(a1 + b1)),
or ((a1 +b1)? —das1b1)/(2(a1 + br)).

If the difference is greater than zero, then we can prove that agent B would make much
concession than |a; — b1 |/2 in exchange for agent A’s concession to (a1 + b1)/2.

Let ‘d’ be agent A’s concession between as41 and a3, i.e., as+1 = a1 + d, then
the above equation becomes

((a1 + b1)* — 4(a1 + d)b1)/(2(a1 + b1)) > 0,
or d < (a1 —b1)?/(4b1).

Case 2 agent B proposes his offer first in each round.
This proof is similar to the proof in Case 2 of Theorem 1. Because bx_s11 < e s
true, then this case can be proven. O

We use an example to explain the application of (Case 1) in Theorem 2. For a price
negotiation between agent A and agent B with an offer zone in [$100, $300], assume
agent A plays the buyer and adopts RelTFT (§ = 1), agent B plays the seller and uses
an arbitrary tactic. Thus, according to conclusions of Theorem 2, if a; is $100 and
ay is less than $133.3(= 100 + (100 — 300)% /(4 % 300)), agent A would not propose
$200 before agent B does. That is, if a settlement is reached in the negotiation, then
the price settled on would be less than the mid-point price, $200, and be beneficial to
agent A (buyer).

3.2 Averaged Tit-For-Tat Tactic

The Averaged Tit-For-Tat tactic (AvgTFT) is similar to RelTFT, the only difference is
the calculation of R;? (t1+1)- Equation (10) shows the R? (t141) of AvgTFT. For example,
if agent A (seller) applies AvgTFT (y = 3) to a price negotiation, then he will consider
the offers in the previous four rounds by agent B (buyer). If the last offer of the seller is
$200 and the last four offers of the buyer are $100, $110, $120 and $130, respectively,
then the next target offer of agent A, tx;’ (t141), would be $153(= $200 x (100/130)).
It is worth noting that AvgTFT is the same as RelTFT (6 = 1) when y is 1.

xbt-ay)

RS (t141) =
]( +) X?(ll)

, wherey > 1, [ > 2y. (10)

The characteristic of AvgTFT can be further clarified by Table 5, in which the
negotiation setting is the same as Table 4 except that agent A adopts AvgTFT but not
RelTFT. According to Eq. 10, agent A cannot apply AvgTFT before round y + 2, but
could adopt any tactic in the first y 4 1 rounds. According to AvgTFT, agent A will
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Table 5 The offer sequence when agent A adopts AvgTFT

1 2 ... y+1 y+2 y+3 e k=1 k
agentA a1 ax ... ay41  ap41%¥ ay1%

(b1/by+1)  (b1bz2/byt1by42)
agentB b1 by ... Dbyy1 Dbyt by 43 ... bx-1 bx

propose a, +1(b1/by +1) intound y + 2, a), 1 1(b1bz/by1by12) inround y + 3,
and so forth. Thus, the offer by agent A in round k should be

ax = ayy1(b1bz...bx—y_1/byt1byi2...bx-1), k>y+2.
When k = 2(y + 1), the above equation can be rewritten as

dx = ay +1(b1b2. . .byby+1/by+1by+2. . .b2y+1),

or dx = ay+1(b1b2. . .by/by+2. . ~b2y+l)-

In fact, when k > 2(y + 1), the numerator of the second term of ax would be fixed to
(b1bz...by). Consequently, ax can be represented as

ax = ay+1(b1b2. . .by/bk_y. ..bx—1), wherek >2(y + 1),

or ax = ay+1(b2. . .by/bk_y. .bx_2)(b1/bx-1), k=2 +1). (11D

Based on Eq. 11, the concession amounts for RelTFT and AvgTFT are then com-
pared, and the conclusions of Theorem 1 is tried to applied to AvgTFT. Before pro-
ceeding to Lemma 1, we first define a successive concession used by agent X for issue
J as an offering sequence (01, 02, ..., 0,), where u’]‘ (01) > u’; (02) > ... > u’]‘ (on)
and n is the round limit.

Lemma 1 Assume agent A and agent B conduct a price negotiation in which agent A
uses RelTFT(6 > 1) and agent B makes a successive concession. If agent A changes
his tactic to AvgTFT(y > 8) before the negotiation begins, in each round k, he would
make more concession than the case of using RelTFT, where k > 2(y + 1).

Proof The proof can be divided into the following four cases:
Case 1 agent A plays the seller and proposes his offer first in each round.
By applying Eq. 11, we have
ak,AvgTFT = @y +1(bz...by /br—y...bx—2)(b1/bx—1). (12)
Alternatively, if agent A changes his mind to adopt RelTFT, ax would be

ax, RelTFT = as+1(b1/bx_s). (13)
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Divide (12) by (13), we have

ax, AvgTFT / @k, RelTFT=(ay +1/a5+1)(D2...by /bx—y...bx—2)(bx—5/bx—1). (14)

Because agent A is the seller and y > &, a, y1/a5+1 would be less than 1.
Similarly, because agent B is the buyer and § > 1, (by...b, /bx_...bx_2) < 1 and
(bx—s/bx—1) < 1 are true. Therefore, ax AvgTFr/ak,ReiTFT < 1 OF ag AvgTFT <
ax RelTFT can be concluded. That is, Lemma 1 holds for Case 1.

Case 2 agent A plays the buyer and proposes his offer first in each round.

In this case, ax,avgTFr/ax reitrr > 1 should be proven. Using Eq. 14, since
agent A plays the buyer, (ay y1/as+1) > 1, (ba...by/bx_,...bx_2) > 1, and
(bx—s/bx—1) = 1 are all true, therefore ax, AvgTFT > @, ReiTFT Can be concluded.
Case 3 agent A plays the seller and agent B proposes his offer first in each round.

The proof of this case is similar to Case 1. Because agent B proposes his offer first
in each round, ax Avgrrr and ax, reirrr Would be as follow.

ak, AvgTFT = ay(b2...by /br—y+1...bx—1)(P1/bx),

ax, RelTFT = as(b1/bx_s41).

Then, we have

Ak, AvgTFT / @k, RelTFT = (8y/as)(b2...by [bx—y+1.. . bx—1)(Bx—s+1/bx). (15)

Clearly, in this case, (ay/as) < 1, (ba...by/bx_y41...bx—1) < 1 and (br_s41/
by) < lareall true. Thus, ax, avgTFr/ak ReiTFT < 10T @x, AvgTFT < @x,ReiTFT holds
for this case.

Case 4 agent A plays the buyer and agent B proposes his offer first in each round.

In this case, ax avgTFr/akrerTrir > 1 needs to be proven. Using Eq. 15,
since agent A plays the buyer and agent B plays the seller in this case,
(a,,/a(s) > 1, (bz. . .by/bk7y+]_. . .bkfl) > 1 and (bk75+1/bk) > 1 should be true,
thus ax avgTFr > ax, ReiTrr holds for this case. O

Through Lemma 1, the performance of AvgTFT then can be formulated by
Theorem 3.

Theorem 3 Theorem 1 still holds true if agent A (the seller) changes his tactic from
RelTFT (5 > 1) to AvgTFT (y > 8) and agent B makes a successive concession in
negotiation.

Proof The proof can be obtained by directly applying Lemma 1. O

Table 6 shows a negotiation example in which agent A uses AvgTFT (y = 3). It
can be seen that agent A quickly lowers his offer after round 4. The negotiation would
be settled in round 7 and agent B accepts agent A’s humble offer, $130. In comparison
with the example shown in Table 3, in which agent A adopts RelTFT and the negoti-
ation is settled at $171 in round 9, the performance of AvgTFT is clearly inferior to
that of RelTFT.
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Table 6 An example of the offering sequence when agent A adopts AvgTFT (y = 3)

Agents/rounds 1 2 3 4 5 6 7
agent A (seller) 300 290%* 280%* 270%* 208 163 130
agent B (buyer) 100 110 120 130 140 150 accept (160)

* Constant concession is applied before round 5 by agent A

3.3 Random Absolute Tit-For-Tat Tactic

The Random Absolute Tit-For-Tat tactic (AbsTFT) computes the concession amount
of the next round by adding the difference of the opponent’s offers in the last two
rounds to the last offer of my own side. Thus, if agent A adopts AbsTFT, then his tar-
get offer at ;41 can be obtained by Eq. 16. R(M) denotes a random number between
0 and M, and s can be 0 or 1 depending on which one is more beneficial to agent A.

x4t ) = x9(-1) + (< (t1-2r) — XD (t-2r12)) + (=1’ R(M),
where y > 1, [ > 2y. (16)

Among the three behavior-dependent tactics, AbsTFT seems to be the fairest one
because it has the potential to make a deal near the mid-point of the zone of agreement
(Raiffa 2002). However, such a statement is only valid for single-issue negotiations but
not multi-issue cases (discussed in Sect. 4). Moreover, an exaggerated opening offer
by the opponent would affect the effectiveness of all the behavior-dependent tactics,
and of course, including AbsTFT.

3.4 Remarks on Time-dependent Tactics

The main difference of time-dependent tactics and behavior-dependent tactics is that
time-dependent tactics completely ignore the reaction (counter offers) by the oppo-
nent and only propose offers according to a predetermined time-dependent sequence.
If agent A adopts a time-dependent tactic, his offer at time ¢ can be formulated in the
following equation (Faratin et al. 1998; Wang and Chou 2003):

min‘j‘. + a;? (t)(max% — min?), if u‘; is decreasing,

J
min? + (1 - o;jf (t))(max? — minj‘.), if u;‘ is increasing,

OE [ (17

where o4 (¢) can be either polynomial or exponential families of functions, but only
the polynomial functions are used here for simplicity (see Eq. 18).

where «¢ is a constant.  (18)

min(z, tfl‘lax))l/ﬂ
’ J

ta

max

a?(t) = /c;’ + (- /cj-’) (

As shown in Eq. 17, the concession amount of time-dependent tactics is completely

determined by a;? (1) if min? and max’; are given. And, according to Eq. 18, oz? )
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titmax

Fig. 3 The relationship between a;f (t) and B

further depends on g if 7, is constant. The relationship between o () and B is
shown in Fig. 3. Apparently, the value of 8 determines the type of « (t) and there-
fore induces different types of tactics. If g = 1, of 4(t) will be a llnear function with
respect to time and thus the resultant tactic is a Lmear tactic. In the case of B <1,
of 4 (t) grows slowly at first but jumps markedly when the time is near 5, (referred as
Boulware tactics). In contrast to Boulware tactics, if 8 > 1, it will result in Conceder
tactics, which make large concessions at first but shrink the concession gradually as
time passes. It is worth noting that the offer sequence of any time-dependent tactic is
completely unrelated to the opponent’s counter offers.

The effectiveness of time-dependent tactics has been discussed intensively in previ-
ous studies (e.g., Wang and Chou 2003; Fatima et al. 2004). Though the investigation
of time-dependent tactics is not the main objective of this paper, we still propose the
following comments on these tactics. Because of ignoring the opponent’s reaction,
applying time-dependent tactics may result in an unconditional concession even if the
opponent yields nothing. On the other hand, tactics of the Boulware type are likely
to enrage the opponent because no obvious concession is given until near t,,,, even
if the opponent makes huge concessions. Therefore, we suggest that time-dependent
tactics should be applied in combination with other families of tactics but not alone.

4 Applying Single-Issue Tactics to Multi-Issue Negotiations

In the previous sections, the performance of different tactics in single-issue negoti-
ations was discussed. Unfortunately, the results obtained cannot be directly applied
to multi-issue cases. This is mainly due to the unique nature in multi-issue negotia-
tions, i.e., trade-offs among issues. In fact, it is not trivial to apply single-issue tactics
to multi-issue negotiations. To tackle this problem, we first introduce two possible
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methods to formulate strategies in multi-issue negotiations. After that, a discussion
on how to extend the theoretical result of Sect. 3 to multi-issue cases is given.

4.1 Strategies for Multi-issue Negotiations

Faratin et al. (1998) have defined a strategy for a multi-issue negotiation as the linear

combination of tactics for different issues. A strategies can be composed of different
tactics, which are applied to different issues. However, to further explore the trade-off
feature, two possible means for applying tactics to multi-issue negotiations are pro-
posed and described in order.

4.1.1 Offer-based Strategies

The offer-based strategies are refined from the strategy model of Faratin et al. (1998)
and described as follows. Assume the target offer of agent A for issue j at time f41
is txJ“. (t;+1) and the actual offer xJ“. (t;+1) is obtained by applying Eq. 3. To obtain the
next proposal, different from the work of Faratin et al. (1998), we do not propose
xS (1), x5 (1), - - ., x5 (t141)) directly but proceed to formulate the target value of
the next proposal TV (#;41) as

n n
TV (t141) = Zwﬁvy(x;f(nﬂ)), whereZw? =1, w§>0. (19)
j=1 j=I

Please note that the value of 7V“(#;41) should be restricted in [0,1].

The calculation of TV“(#41) creates the possibility to make trade-offs among is-
sues. In fact, there is no difference for agent A to provide any proposal with the value
of TV%(t;+1). However, these proposals of 7'V“(#;41) may bring different meaning
to the opponent. Thus, with the target value, the candidate proposals at time #;4| can
then be selected in the following set:

pie) ={plp € PT* ANV (p) =TV (ti41)| =X, X €R}. (20)

It can be seen that, in Eq. 20, the value of each proposal in p“(#;41) is not exactly equal
to T V%(t;41) but allows a small difference of A with 7'V“(#;11). This arrangement can
prevent an empty p“(#;+1). In addition, A can be enlarged from O to a predetermined
boundary according to the preferences of agent A.

4.1.2 Proposal-based Strategies

The offer-based strategy has the advantage of applying different combinations of tac-
tics to different issues, thus fully utilizing the unique feature of each tactic. However,
according to offer-based strategies, the calculation of the next target offer for a certain
issue would not be affected by the offers of other issues. Therefore, the trade-offs
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among issues are still restricted. To remedy the above problem, in multi-issue negoti-
ation, the scope of tactics should be enlarged from distinct offers for single issues to
a proposals, which is simultaneously relative to all the issues.

An example is given below to explain the concept of proposal-based strategies.
Suppose agent A uses AbsTFT alone as his tactic in a multi-issue negotiation. Then
the target value at time #;1.1, T V§, 7y (fi+1), can be formulated as

TVXbSTFT(t1+1)=Va(pl_1)+(Va (Pl_zr)_va(p1_2r+2)) + (=D'R(M). (21)

The case above is referred to a single-tactic proposal-based strategy. When computing
the next target value, not the offer for each issue but the total utilities of the last two
proposals of the opponent, V“(p,_,,) and V*(p,_,, ,,), are considered. That is, the
tactic is applied to a proposal (a bundle of offers) and provides a better chance to
explore the possible trade-offs.

The above case can be extended to a multiple-tactic negotiation. The following is an
example equation used by agent A who uses both AbsTFT and Boulware to compute
TVa(t41):

TV (t141) = 03 X TV rpr 1 41) + 0.7 X TVE o1 41).

Based on the above discussion, the general form of 7u“ (#;41) used by the multi-tactic
proposal-based strategy can be represented as follows:

m m
TV (1) = D wif TV, (141), where D wif =1, wrf >0.  (22)

i=1 i=l1

In Eq. 22, m is the number of applied tactics, fac; is the i-th tactic, and wt; is the cor-
responding weight of each T'Vyg. (f141). Thus, in addition to exploring the trade-off
feature, the proposal-based strategy can also provide the negotiator diverse types of
tactical combinations.

4.2 Theoretical Analysis for Multi-issue Negotiations

Based on the investigation in Sect. 4.1, we continue to examine the possibility of
extending theoretical analyses for single-issue negotiations to multi-issues cases. To
focus on the effectiveness of a specific tactic, the single-tactic proposal-based strategy
is adopted for the following discussions. The analyses begin with the effectiveness of
RelTFT, followed by the AvgTFT, and finally with the RndAbsTFT.

Theorem 4 Agent A and agent B conduct a multi-issue negotiation with the negotia-
tion settings organized as follows:

(a) agent A applies the RelTFT tactic to his single-tactic proposal-based strategy,
(b) foreach proposal p in the settlement space of the negotiation, V?(p)+V?(p)=1.
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() Assume V(p®(t)=1=w, V(p"(t)=w, V" (p"(t))=1-w, V" (p*(11))=w,
where 0 < w < 1 and p°(t1) and p®(t1) are the first proposals of agent A and
B respectively.

then, according to their own value functions, agent B can make smaller accumulated
value concessions than 0.5 in exchange for agent A’s concession to the value of 0.5.

Proof Similar to Theorem 1, the proof is divided into the following two cases.
Case 1 agent A proposes his offer first in each round. Assume agent A’s proposal value
18 0.5 in round k, then we have

VA (p%(tx) = V(P (ts+1) (VA(pP(£1)/ V(PP (tx—s)) = 1/2, or
VA (pP(tx—s)) = 2wV (D% (ts41))

Given V4 (p(t1)) = V(p?(ts+1)), the above equation can be rewritten as
V(PP (trs)) < 2w(l — w).
Because,
2wl —w) —1/2=—-Rw—1)?/2<0 = 2w(l-—w) <1/2
We have:

VR(pP(trop)) < 1/2 & 1 — VP(DP(tx—s)) < 1/2
& (1—w) — VP (tk—s) <1/2 —w
& VPOP(t1) — VPO (tkms) < 1/2 —w

Because the right-hand side of the above equation is exactly the accumulated conces-
sion value of agent B, Theorem 4 is proven to be true in this case.

Case 2 agent B proposes his offer first in each round. Assume agent A’s proposal value
is 0.5 in round k, then we have

VA (p%(tk)) = V(P (£s)) (VA (0P(£1)/ VA (PP (Ex—s41))) = 1/2,
or VA(pP(tx_s41)) = 2wV (p%(ts))

The succeeding proof is analogous with Case 1 and is omitted for simplicity. Finally,
we also have:

VP(pP(t1)) — VPO (trst1)) < 1/2 —w

That is, the accumulated concession value of agent B is less than 1/2, and Theorem 4
is also proven to be true in this case. O

It can be seen from Theorem 4 that using RelTFT along in multi-issue negotiations
would put the negotiator in an unfavorable situation. By applying the AvgTFT tactic to
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the single-tactic proposal-based strategy, similar conclusions such as Theorem 3 can
be obtained by demonstrating that the concession amount of AvgTFT in each round
would exceed that of RelTFT.

In applying AbsTFT to multi-issue negotiations, a different outcome was ob-
served from that in single-issue cases and is described as follows. Assume agent A
and agent B conduct a multi-issue negotiation, and the last two proposals of agent
B are p’(x_1) and p®(1). According to AbsTFT, agent A should make a value
concession of an amount preferably equal to D¢ = V¢ (pb(tk)) — vé (pb(tk_l)).
However, because both sides have different value functions, agent B’s concession,
DY = VP (pP)) — VP (pP(1k—1)), may be less (or greater) than D and result in a
non-reciprocal situation. That is, the effect of applying AbsTFT to multi-issue nego-
tiations is not as definite as that in single-issue cases. Even so, applying AbsTFT is
not harmful to the negotiations. Instead, such an uncertainty brings new opportunities
to both sides of the negotiation, which can help make the strongly distributed nature
(zero-sum) of AbsTFT become more integrative (win—win). For example, in the above
case, agent B can carefully pick the next proposal from the settlement space and try
to make a small concession (D?) in exchange for a large return (D¢). Similarly, agent
A can do as agent B does. As a result, a relatively win—win settlement could possibly
be obtained in such a mutual exploration by both agents.

5 Simulation Experiments

In this section, to evaluate the effectiveness of different tactics for multi-issue negoti-
ations, extensive simulation experiments are performed. And, the statistics of exper-
imental results are then presented to provide helpful suggestions for negotiators.

5.1 Experiment Setting
5.1.1 Generation of Negotiation Cases

To provide an objective view of evaluations, we designed a pseudo-exhaustive simula-
tion for two-issue negotiations based on the additive scoring model. In addition, some
restrictions have also been introduced to limit the complexity of the simulation. First,
the increment of weight for each issue is set at 0.1. Consequently, there could be C(9,1)
possible weight combinations for the two issues, and thus 81(= C(9, 1) x C(9, 1))
combinations in total for a two-party negotiation. Next, for the value function of
each issue, a limited type of function forms are allowed in the simulation, which
are: linear-increasing, linear-decreasing, convex-increasing, convex-decreasing, con-
cave-increasing and concave-decreasing (Mumpower 1991). Therefore, there would
be 324(= (6 * 6) * (3 * 3)) possible combinations of value functions for a two-party
negotiation if the opponent always has an opposite interest for each issue. As a result,
26, 244(= 81 * 324) negotiation cases can be generated by the above arrangement.
Please refer to Table 7 for a better understanding. A similar enumeration for three-issue
negotiations would obtain up to 7, 558, 272(= C(9, 2) *C(9, 2) x (6x6x6) x (3x3x3))
cases. Thus, only two-issue negotiations are considered here for sake of efficiency.
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Table 7 Preference settings of
two-issue negotiations for a
negotiator

Parameters Assumptions Possible combinations

wi, Wy Assume the range of w; is 81 =C(9,1)%C(9,1)
from 0.1 to 0.9, and 0.1 is
the smallest increment.

Uy, up Only six typical function 324 = (6%6)* (3%3)
forms are allowable, and
assume the two sides have
opposite interests for each
issue.

Table 8 Parameters of

L. R Tactic group Parameters
negotiation tactics
Behavior-dependent RelTFT §=1
(Relative Tit-for-Tat)
AvegTFT y=4
(Averaged Tit-for-Tat)
AbsTFT y=1,
(Random Absolute Tit-for-Tat) M € [0, 5]
Time-dependent Boulware p=02
Linear =1
Conceder =2

5.1.2 Parameter Settings of Negotiation Tactics

In the experiment, to clearly demonstrate the effectiveness of each tactic, single-tactic
proposal-based simulations were performed. Table 8 shows the parameter settings for
each tactic. The offer zone for each issue for both side is set in [0,100], in which the
increment of each offer is 5. As described in Sect. 2, agent A will accept the proposal
of agent B, p,, if U%(p,) > U%(pn+1), where p,4; is the next target proposal of
agent A, and vice versa. The limit of negotiation rounds is set to be 200.

5.1.3 Evaluation Indices

The following three indices are used to evaluate and compare the effectiveness of these
tactics.

(a) Settled utilities (for both sides): this is the most common index to show whether
or not a tactic brings benefits to a negotiator. As shown in Sect. 2, the total utilities
of the settled proposal p can be obtained by U¢(p) and U b(p).

(b) Distance to EE-point: the distance between the settled point and the EE-point in
the settlement space can be used to evaluate whether the settlement is efficient
and fair or not. The smaller the distance to the EE-point is, the more efficient and
fairer the settlement is.
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(¢) Rounds to reach an agreement: A lengthy negotiation incurs penalties for
resource consumption, thus shrinking the utilities obtained by the negotiators
indirectly.

5.2 Experimental Results

This section presents the experimental results based on the setting described in 5.1.
The evaluations of each tactic according to the three feature indices are also provided.

5.2.1 Settled Utilities

Table 9 presents the averaged settled utilities for both sides (agent A and agent B).
Note that, only settled cases are considered here. The first column in Table 9 shows
the tactics employed by agent A and the first row shows those used by agent B. In
negotiation, agent A always proposes his offers before agent B in each round. The
results shown in each cell of Table 9 are generated by averaging the settled utilities
of all 26,244 negotiation cases corresponding to a certain tactic pair. For all, up to
944, 784(= 36 *x 26,244) negotiation cases are simulated in this experiment. Besides,
to obtain a macro-scope of the effectiveness for each tactic, these averaged settled
utilities are also averaged again for each tactic and are shown in the last column: Avg.
(Rank). The implications of these results are discussed below.

(1) Arelatively win-win result could be obtained when both sides use the same tactic.
Referring to the diagonal cells of Table 9, we find that high utilities are simulta-
neously achieved by agent A and agent B. Besides, the differences of both sides
in these cases are smaller than those of using different tactics. Especially, when
considering the AbsTFT-AbsTFT pair, a significantly mutually beneficial result
is obtained (0.633/0.631). Thus, an important conclusion can be formulated as
follows. Without revealing the preferences of both sides, it is proper to suggest
both sides adopt the same tactic for the win—win purpose.

(2) AbsTFT is the best one of the behavior-dependent tactics. Among the three
behavior-dependent tactics, the ranking order is AbsTFT (2), RelTFT (4) and
AvgTFT (6). This result matches the conclusions of Sect. 3 for single-issue
negotiations, and demonstrates the excess concessions generated by RelTFT and
AvgTFT are unfavorable to the negotiator. In fact, the performances of RelTFT
and AvgTFT are even worse than that of the simple Linear tactic.

(3) Boulware achieves the best performance of all the six tactics, but AbsTFT pro-
vides the most promising results. It is not a surprise that, because of its delayed
concession feature, Boulware obtains high utilities in the Boulware/Linear and
Boulware/Conceder pair. However, we can find that Boulware loses its advantage
when competing with AbsTFT (the result is 0.482/0.738). Besides, the AbsTFT
obtains better utilities consistently than the opponent adopting any other tactics.
Thus, of the six tactics, AbsTFT is the most promising tactic. (In fact, there is
no need to show the friendship first to a pure time-dependent tactician.)
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Table 10 The averaged distance to the EE-point of each tactic-pair

Tactic pairs (Dist. to EE) agent B Avg.
RelTFT AvgTFT AbsTFT Conceder Linear Boulware

agent A RelTFT 0.185 0.206 0.183 0.221 0.254  0.233 0.214
AvgTFT 0.206 0.213 0.21 0.228 0.334  0.328 0.253
AbSTFT 0.184 0.207 0.176 0.271 0.273  0.281 0.232
Conceder 0.205 0.211 0.262 0.125 0.191 0485 0.247
Linear 0.242 0.327 0.277 0.189 0.118 0373 0.254
Boulware 0.227 0.335 0.294 0.481 0368  0.127 0.305

5.2.2 Distance to EE-point

As described in Sect. 2, a settled point near the EE-point implies the deal conforms
to the principles of being fair and efficient (Pareto-optimal). The average distances to
the EE-point of each tactic-pair negotiation are listed in Table 10. And, the averages
of the averaged distance are shown in the last column (Avg.). The discussion of the
results is given below.

(1) If both sides use the same tactic, the averaged distances are relatively small.
Again, refer to the diagonal cell of Table 10, the averaged distances in these
cases range from 0.125 to 0.213 and are relatively smaller than those of the other
tactic-pair. This result encourages us again to suggest both sides use the same
tactic in negotiation.

(2) On average, Boulware incurs the largest distance to the EE-point (0.305). This
implies that, although applying Boulware obtains high rewards (as shown in Ta-
ble 9), it is quite possible to cause an unfair and inefficient settlement. Thus, a
negotiator using Boulware alone could make a negative impression (e.g., greedy,
non-reciprocal) on his opponent. On the contrary, the averaged distance to the
EE-point of the AbsTFT tactic is 0.232 and significantly smaller than that of
Boulware. In conclusion, AbsTFT is still superior to Boulware according to the
index of distance to the EE-point.

5.2.3 Rounds to Reach an Agreement

The rounds (time) required to reach an agreement are related to the resource consump-
tion in the negotiation. To realize the time penalty incurred by each tactic, the average
rounds to reach an agreement for each tactic-pair are shown in Table 11. Note that
only the settled cases are considered in the table.

(1) On average, behavior-dependent tactics cause less negotiation rounds than time-
dependent tactics do. Especially, the RelTFT and AvgTFT lead early settlements
which need 54 and 42 rounds on average. Clearly, this is caused by the excess
concessions generated by these two tactics.

(2) The Boulware tactic causes lengthy negotiations (151 rounds on average) and
thus incurs a large amount of time consumption, which is not surprising because
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Table 11 The average rounds to reach an agreement of each tactic-pair

Tactic pairs (Avg Round) agent B Avg. (Rank)
RelTFT AvgTFT AbsTFT Conceder Linear Boulware

agent A RelTFT 15 11 25 41 74 159 54(5)
AveTFT 10 9 20 2 47 144 42 (6)
AbSTET 24 21 28 67 99 171 68 (3)
Conceder 42 24 65 33 s6 128 58 (4)
Linear 75 47 100 56 78 139 82(2)
Boulware 160 143 171 127 139 166 151 (1)

Table 12 The statistics of settlement ratio for each tactic-pair

Tactic pairs (settlement ratio) agent B

RelTFT  AvgTFT  AbsTFT  Conceder Linear Boulware

agent A RelTFT 0.766 0.93 0.762 1 1 1
AveTFT 0.932 0.999 0.932 1 1 1
AbsTFT 0.754 0.931 0.584 1 0.999 1
Conceder 1 1 1 1 1 1
Linear 1 1 1 1 1 1
Boulware 1 1 1 1 1 1

of its delayed concession feature. However, suppose the round limit is shortened
from 200 to 130, there would be few deals made by using Boulware in these
negotiations. These results demonstrate the comments shown in Sect. 3.4.

The above two statements imply that, if time is critical to the negotiator and rea-
sonableness is also required in negotiations, behavior-dependent tactics would be the
better choices than time-dependent tactics.

5.2.4 Settlement Ratio

All the above statistics with respect to different tactic-pairs are based on settled cases.
However, if the ratio of settlement for a certain tactic is relatively low, its effectiveness
will be negatively affected no matter how well it behaves in these settled cases. To pro-
vide more insight into the effectiveness of different tactics, the ratio of settlement for
each tactic-pair is given in Table 12. It can be seen that the settlement ratio of behavior-
dependent tactic-pairs (the upper-left corner of this table) is relatively lower than those
of other pairs. The results show that, if both sides simultaneously behave in a tit-for-tat
manner, the possibility of settlement would be decreased and especially in cases where
the AbsTFT-AbsTFT pair is used, which resulted in the lowest ratio of 0.584. One pos-
sible reason for the above observation is that, in negotiation, sincere concessions may
not be appreciated by the opponent and may result in an indifferent return (because
his value function is different from yours). Then, a misunderstanding may occur and
mutual revenge may be taken by both sides according to the “reciprocal” principle.
Obviously, such a destructive procedure will lead to a breakdown in negotiations.
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6 Conclusions

This paper presented theoretical analyses for evaluating the effectiveness of behav-
ior-dependent tactics; first considering single-issue negotiations and then extending
those results to multi-issue cases. A framework for applying single-issue tactics to
multi-issue negotiations was also proposed as the basis for analysis. After that, exten-
sive simulation experiments were performed to examine the effectiveness of three
tactic families. The main results achieved by our work included: (i) showing that
RelTFT and AvgTFT did not act in a tit-for-tat manner, causing the negotiator to pay
more in exchange for less return; furthermore, AvgTFT behaved even more poorly
than RelTFT; (ii) if both sides used the same tactic, a relatively win-win settlement
could be obtained; (iii) depending on the value, efficiency, and equality of the settled
contract, the simple tit-for-tat tactic, AbsTFT, obtained better results than the others.

The application of our work is manifold and may include the following: First, after
understanding the effectiveness of each tactic, the negotiator can formulate a proper
strategy to fulfill his predetermined objective more accurately. Second, in a semi- or
fully-automated negotiation environment, these evaluations would make the negotia-
tor (at least partially) more comfortable to delegate his role to software agents, which
would be helpful to further bring negotiations into the territory of e-Commerce. Finally,
when third-party intervention is allowed in negotiations, the mediator can provide con-
structive suggestions for each negotiator according to the results obtained in this work.

To popularize semi-/fully-automatic negotiations in e-Commerce, in addition to
elaborating evaluations for existing tactics as in this paper, some diverse thinking can
be further considered. First, new tactics for multi-issue negotiations, which intrinsi-
cally consider the trade-off nature of this type of negotiations, should be developed.
Borrowing tactics from single-issue negotiations, such as price haggling, is not always
profitable for multi-issue cases. Next, as discussed in Sect. 5, misunderstandings could
occur often because both sides have different value functions. To remove the ultimate
causes of trouble, we think developing techniques for predicting the opponent’s pref-
erences are definitely required. Through the results of prediction, a negotiator is more
likely to make an “‘effective concession”, which is actually beneficial to his opponent.
Certainly, a suitable preference model will be necessary for a successful prediction.
Besides the above considerations, as stated earlier, negotiators more easily accept a
well-simulated negotiation tactic or strategy before it is put to practical use. Thus,
developing more complete and efficient simulation techniques is also critical. For this
purpose, the genetic algorithm could be a good candidate to take both completeness
and efficiency into account simultaneously.

References

Barbuceanu M, Lo WK (2000) A multi-attribute utility theoretic negotiation architecture for electronic
commerce. Proceedings of the fourth international Conference on autonomous agents, Spain,
pp 239-246

Bradshaw JM (ed) (1997) Software agent. MIT Press, Cambridge

Bui T et al (2001) A multi-attribute negotiation support system with market signaling for electronic
markets. Group Decisi Negoti 10(6):515-537

@ Springer



Tactics for Automated Negotiations 539

Cao X (1982) Preference functions and bargaining solutions. Proceedings of the 1982 IEEE conference on
decision and control, Orlando, Florida, pp 164-171

Faratin P, Sierra C, Jennings NR (1998) Negotiation decision functions for autonomous agents. Roboti
Auton Syst 24:159-182

Faratin P, Sierra C, Jennings NR (2002) Using similarity criteria to make issue trade-offs in automated
negotiation. Artif Intell 142:205-237

Fatima SS, Wooldridge M, Jennings NR (2004) An agenda-based framework for multi-issue negotiation.
Artif Intell 152:1-24

Goh K-Y, Teo H-H, Wu H, Wei K-K (2000) Computer-supported negotiations: an experimental study of
bargaining in electronic commerce. Proceedings of the 21st international Conf. on information
systems, pp 104-116

Kalai E, Smorodinsky M (1975) Other solutions to Nash’s bargaining problem. Econometrica 43(3):
513-518

Keeney RL, Raiffa H (1976) Decisions with multiple objectives, Preferences and value tradeoffs. John
Wiley and Sons Inc., New York

Kersten GE, Noronha SJ (1999) WWW-based negotiation support: design, implementation and use. Deci
Support Syst 25:135-154

Lewicki RJ, Saunders DM, Minton JW (1999) Negotiation, 3th edn. McGraw-Hill, New York

Lim J (2003) A conceptual framework on the adoption of negotiation support systems. Inf Softw Technol
45:469-477

Lopes F, Mamede N, Novais A, Coelho H (2001) Negotiation tactics for autonomous agents. Proceedings
of the 12th international workshop on database and expert systems applications, pp. 708-714

Maes P, Guttman RH, Moukas AG (1999) Agent that buy and sell. Commun ACM 42(3):89-91

Mumpower JL (1991) The judgment policies of negotiators and the structure of negotiation problems.
Manag Sci 37(10):1304-1324

Oliver JR (1996) A machine-learning approach to automated negotiation and prospects for electronic
Commerce. J] Manag Inf Syst 13(3):83-112

Raiffa H (2002) Negotiation analysis: the science and art of collaborative decision making. Harvard Univ.
Press, Cambridge, MA

Rangaswamy A, Shell GR (1997) Using computers to realize joint gains in negotiation: toward an
electronic bargaining table. Manag Sci 43(8):1147-1163

Su YW etal (2001) An internet-based negotiation server for e-Commerce. VLDB J 10:72-90

Wang KJ, Chou CH (2003) Evaluating NDF-based negotiation mechanism within an agent-based
environment. Robot Auton Syst 43:1-27

Wurman PR, Wellman MP, Walsh WE (1998) The Michigan internet auctionBot: a configurable auction
server for human and software agents. Proceedings of second international conference on autonomous
agents, pp 301-308

@ Springer



	Evaluations of Tactics for Automated Negotiations
	Abstract
	1 Introduction
	2 Preliminaries
	2.1 Representing the Preferences of Negotiators
	2.2 Proposal Table and Settlement Space
	2.3 Negotiation Tactics

	3 Theoretical Analysis of Behavior-dependent Negotiation Tactics
	3.1 Relative Tit-For-Tat Tactic
	3.2 Averaged Tit-For-Tat Tactic
	3.3 Random Absolute Tit-For-Tat Tactic
	3.4 Remarks on Time-dependent Tactics

	4 Applying Single-Issue Tactics to Multi-Issue Negotiations
	4.1 Strategies for Multi-issue Negotiations
	4.2 Theoretical Analysis for Multi-issue Negotiations

	5 Simulation Experiments
	5.1 Experiment Setting
	5.2 Experimental Results

	6 Conclusions


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 524288
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org?)
  /PDFXTrapped /False

  /Description <<
    /ENU <>
    /DEU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [5952.756 8418.897]
>> setpagedevice


