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Abstract

In bilateral Negotiation Analysis, the literature often considers the case of complete information.
In this context, since the negotiators know the value functions of both parties, it is not difficult to
calculate the Pareto frontier and the Pareto efficient solutions for the negotiation. Thus rational
negotiators can reach agreement on this frontier. However, these approaches are not applied in
practice when the parties do not have complete information. The research question of our work is “It
is possible to help negotiators achieving an efficient solution if they do not have complete information
regarding the different parameters of the model?”. We propose to obtain information regarding the
preferences of negotiators during the negotiation process, in order to be able to propose alternatives
close to the Pareto frontier. During this work we will present three approaches to help a mediator
proposing a better solution than the compromise the negotiators have reached or are close to reach.

Key words: Incomplete Information, Negotiation, Mediation, Integrative Negotiation, “Dance of the
Packages”

1 Introduction

A large majority of the most complex decisions is taken and implemented by groups of people. Jelassi
et al. [11] distinguished between four types of procedures for deciding when several decision makers
are involved: (i) individual decision-making in a group setting, (ii) hierarchial or bureaucratic decision
making, (iii) group decision-making or one-party decision-making, and (iv) multi-party decision-making
or negotiation. In the first situation, one decision maker has the responsibility for the decision, but
utilizes knowledge of experts, advisers or stakeholders during the process. In hierarchial decision making,
there are two cases to consider: centralized and decentralized. In the centralized setting, there is one set
of objectives representing the interests of a top-level decision maker, who has full control over the lower-
level members. In the decentralized case, each member independently controls subsets of the decision
variables and objectives and is responsible for his decision which serves as input to the higher level. In



group decision-making, each group member participates in the process and is partly responsible for the
final decision. There usually is an overall goal which is accepted by all the members, but they differ in
the ways of how this goal should be achieved. In negotiation, each decision maker represents one party
and is responsible for the decision before this party and not before the other one(s). There is a conflict
of interests because parties have separate and conflicting objectives and they have different needs which
they want to satisfy. Negotiation is the chosen way to resolve a conflict out of necessity and not out
of effectiveness or efficiency. Note that, although the distinction between group decision-making and
negotiation is not always clear, it is possible to point out some differences (see for example [6]). In this
work we will be concerned with negotiation, more specifically bilateral (two-party) negotiation.

In negotiations usually there exists the possibility to bring in the help of a third party, as a mediator
or an arbitrator. A mediator is a person who should be acceptable, impartial, and neutral and, despite
not having power of authoritarian decision, should assist the negotiation of the other parties, establishing
a positive climate. An arbitrator is a neutral and impartial person who takes a decision in the negotiation
process by comparing previous results, using justice criteria or by other methods. An arbitrator’s decision
may be binding or not binding.

The general goal of our work is to contribute new methodologies to support a mediator in advising
negotiators (Raiffa’s externally prescriptive perspective [23]). However, the methodology developed in
this work can also be adapted to support one of the parties based on a description of the other party’s
behavior (Raiffa’s asymmetrically descriptive-prescriptive perspective).

We consider integrative negotiations over multiple issues, which are the ones most likely to benefit
from the efforts of a mediator. Integrative (or win-win) negotiation (see for example [32]) assumes the
integration of resources and capabilities of parties to generate more value. This contrasts with distributive
(or win-lose) negotiation where the aim is typically the division of a single good and the main concern of
negotiators is to get the largest possible share of the “pie”. In integrative negotiation, successful strategies
include cooperation, information sharing and joint resolution of problems. A typical form of negotiation
between two parties is the “dance of packages” [23], in which offers and counter-offers are successively
presented by both parties. Imagine that party 1 prepares a proposal that he finds appealing and hopes
the party 2 would accept. Then, party 2 will answer with a complete proposal of his own. As one would
expect, party 1’s initial proposal might be wonderful for party 1 and unacceptable for party 2. The
counter-offers from party 2 might have the opposite characteristics. Now there are two proposals on the
table, and each side describes the merits of its own offer and possibly criticizes the other. The dance of the
packages proceeds by making concessions seeking a compromise. In a slight variation of this procedure,
the parties might not offer proposals in sequence, and instead both of them might simultaneously put
offers on the table.

According to Raiffa [23], in integrative negotiation it is necessary to construct and evaluate proposals
covering various issues. The construction of these proposals consists in the identification of issues to solve,
in the specification of the possible levels of resolution for each subject, and in the specification of the
scores of each possible combination of levels (scores which can be obtained through an aggregation method,
e.g. the additive value model). The existence of a value-based evaluation model allows that each party
evaluates their potential proposals, evaluates the other party’s proposals, and evaluates their BATNA
(best alternative to a negotiated agreement), it also allows that someone with complete information can
say whether an agreement is Pareto efficient or not. Recall that a solution is Pareto efficient if it is
not possible to move improve the position of one party without worsening the value to one of the other
parties.

In bilateral Negotiation Analysis, the literature often considers the case with complete information.
If the mediator knows the value functions of both parties, then he can calculate the set of Pareto efficient
solutions. Thus, the mediator can suggest an agreement from this set, where the choice among the Pareto
efficient solutions can be based on additional criteria like the fairness of the proposed compromise.

However, these approaches are not applied in practice where neither the parties nor an outside me-
diator have complete information about the preferences of all parties (see for example [17]). In many
cases, parties might not even have complete information about the parameters describing their own pref-
erences, because the assumption that parameter values can be precisely elicited is often unrealistic or, at
least, there may be advantages in working with less precise information (see for example [16] and [33]).
For a mediator in a negotiation, obtaining information about the value functions of the parties is even
more difficult, since parties might have incentives to strategically distort the preference information they



provide [29].

Some approaches in the literature deal with incomplete information in the context of negotiation
problems. An important objective in negotiation processes is to achieve a win-win solution (or integrative
solution), a solution that improves the position of both parties with respect to the present situation.
According to the Dual Concern model [22, 27], these solutions can be achieved if negotiators have a high
concern about the both their own preferences and the preferences of their opponents, which requires also
information about the opponent’s preferences. Typically, this information is not complete [30].

Climaco and Dias [4] proposed an extension of the methodology of the software VIP-G [6] for bilateral
negotiation processes, based on the concept of convergence paths in the weights space. While assuming
that negotiators make decisions based on their value functions, constructing these functions is not trivial
when there are multiple attributes. Lai et al. [17] presented a model that considers Pareto efficiency
and computational efficiency, for situations where information is incomplete, the value functions are not
linear and are not explicitly known. The authors refer that one of the main problems associated with
multi-attribute negotiation is the difficulty of making decisions in an n-dimension space. To reduce this
problem, a process was proposed that enables negotiators, in each period, to negotiate based on a line,
called negotiation base line. To implement this model, a mediator needs to be available. Though it is
not difficult to involve such a mediator in automated negotiations between software agents, there may
exist situations where a mediator is not trusted or hard to be implemented. Thus, Lai and Sycara [18]
focused on developing mechanisms for Pareto-efficient multi-attribute negotiations without the presence
of a mediator.

Ehtamo et al. [7] presented a class of methods called constraint proposal methods, which are in-
teractive methods to find Pareto eflicient solutions through common tangent hyperplanes. This process
supports negotiations of two parties with two or more continuous issues. A mediator tries to find a
hyperplane, through some reference points, so that the most preferred alternative for both parties in this
hyperplane coincide. Heikanen [9] proposed an interactive process to determine Pareto efficient solutions
in negotiations with multiple parties about continuous issues, with help from a mediator. In this method
it is not required that negotiators know the value functions of other parties or that someone outside the
negotiation knows all the value functions.

In this paper we assume that the preferences of both parties can be roughly modelled by an additive
value function, as in Raiffa’s Negotiation Analysis [23]. However, we do not make the assumption that
each party’s value function is precisely known, i.e., we will not assume that the parties will indicate
explicitly the parameters values that fully define their model. The information that is available about the
negotiator’s preferences can come from one of two sources: incomplete information obtained implicitly
through the offers or the decisions and incomplete information explicitly provided by the negotiators (e.g.
intervals of parameter values). The information we will use is mainly based on comparisons of proposals
that are implicitly or explicitly made by the parties. We will consider different levels of such incomplete
information, in particular the case where some parameters of the evaluation model are known (value
functions, weights of the value functions), and the case where no parameters of the model are exactly
known.

The main contribution of this paper is to propose and compare three new approaches to support a
mediator under incomplete information: the first is based on robust conclusions, the second is based
on inferred approximations, and the third uses a domain-based analysis. These approaches will allow
the mediator to assess how each proposal he may put forward would be received by the parties, namely
if they would consider it as better than the ones they have already considered (or even accepted as a
compromise), and to know which would the most promising proposals be according to some well-known
arbitration criteria.

We envision two scenarios in which these methods could be applied:

1. The parties have reached a potential compromise and want to improve it.

2. The parties have not (yet) reached a compromise. There are two offers on the table, which provide
different utilities to the two parties.

In the latter case, each party can at least obtain the utility which it would receive from the current offer
made by the opponent. We therefore consider the utility levels offered by each parties’ proposal to the
other side as the status quo in such negotiations.



This paper is structured as follows. In section 2 we will present a framework for negotiations under
incomplete information. In section 3 we will propose three different approaches to suggest potential
agreements. In section 4 we will present an illustrative example where we use the approaches presented
in section 3. We will finish in section 5 with some conclusions and thoughts on future research.

2 A Framework for negotiations under incomplete information

2.1 Information levels

In this paper, we consider several different levels of information about the negotiators’ preferences over
multiple issues that might be available to an outside mediator. To formally characterize this information,
we assume that the true (but possibly unknown) preferences of a negotiator can be represented by an
additive value function of the form

Z Vk = whol(z1) + whov (z2) + ... + whof (z,) (1)

where VF(z) = whvl(x), vf(:z:) represents the value of the proposal z related to the j* issue and w}

represents the scale coefficient or “weight” of the value function v; k(.), for party k, and n represents the
number of issues. Without loss of generality, we further assume that the value function is standardized
so that:

O<w <l,7=1,. nandZw (2)
Jj=1
and
Ogvf(:zr)gl. (3)

An additive value function imposes certain restrictions on the preferences that can be represented,
most notably preferential independence between the issues being considered [12, 31]. While the additive
form allows us a certain simplification in the models we are going to formulate (like the use of linear
programming rather than nonlinear programming), our approach does not rely very strongly on additivity
of the value function and can with some adaptations also be extended to other forms like bilinear or
multilinear functions [12].

Function (1) allows for a classification of different types of information levels. As a benchmark, we
consider the case of complete information in which all components of the value function are assumed to
be known. By relaxing this assumption, we consider three possible levels of incomplete information:

1. The weights w} are unknown, while the values v%(z;) are known.

2. Both weights and values are unknown, but the value function v*

7 (x) is assumed to be approximately
linear; hence, exact (but approximate) values can be used.

3. Both weights and values are unknown, and no further assumptions about the shape of the value
function vf(:z:) are made.

In case 2, we essentially replace the true values v¥*

7 (x;) by their linear approximation

Ij—Ij

ol (ag) = Z—== (4)

T -

where T; and x; represent the best and worst possible outcome in attribute z;, respectively.

In case 3, we restrict possible value functions by a lower and an upper bound. If we can exclude
increasing marginal values (which is reasonable and can easily be assessed by asking simple questions
to each party) the lower bound will be formed by the linear function (4) and the upper bound will be
formed by a concave value function

0N ) = a+ b(—e o) (5)



where parameters a and b are chosen to scale the function to values between zero and one, and parameter
¢ determines the degree of concavity of the function. Values are thus restricted to v'"(z;) < d(x;) <
v°°"(x;), where we use ¢ to indicate that this is an approximation of the unknown true value. For
example, in Figure 1 we would consider that m < Oppice(11) < M.
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Figure 1: Shape of a value function of the issue price (for a seller).

2.2 Representation of incomplete information

In all three cases outlined above, the mediator is not necessarily completely ignorant about the weights
and/or values, but might be able to get at least some information about them. Such information can be
obtained in two ways: (i) it can explicitly be provided by the negotiators, or (ii) it can be inferred from
observing their behavior during the process of the negotiation, in particular from the offers that each of
them makes and their reactions to offers from the opponent.

In both cases, the information obtained by the mediator is most likely in the form of statements of
preference or indifference between different alternatives, where each alternative is characterized by a value
for each issue. If information is directly provided by the negotiators, the mediator could ask whether they
would consider another alternative to be about as good as a proposed alternative, or when the mediator
makes a proposal, he could also ask if this proposal is indeed better than an offer already on the table,
thus inferring the direction of preference between these two alternatives.

In a “Dance of packages” negotiation process, preferences between alternatives can also be inferred from
the offers made by negotiators during the process [30]. For instance, in a scenario where the negotiators
have already reached a tentative compromise and wish to improve upon it, one can safely assume that a
negotiator will prefer that compromise to all other offers made by the opponent during the negotiation.
Otherwise, it would in most cases be possible to revert to that previous offer from the opponent (which
the opponent could hardly reject, since it was him who originally proposed it). Furthermore, in a “Dance
of packages” negotiation process, negotiators typically start with offers very favorable to themselves and
then successively make concessions in the course of the negotiation. Thus we can assume that a negotiator
prefers all offers made by himself to the compromise and also prefers his earlier offers to the offers he
made later in the process. From transitivity, it also follows that a negotiator will prefer all offers made
by himself to all offers made by the opponent. This last condition will hold also if no compromise has
been reached (yet).

Information about preferences of negotiators will therefore be available in the form of statements
of preference or indifference between alternatives. A statement that alternative z(!) is preferred to
alternative 2(?) can be represented by the condition (see, e.g., [10, 30]):

fjvjk<x<-1>> > ivﬂx;”), (6)



while a statement of indifference can be represented by the constraint

>V - Do) <o ™

where € is a suitably small tolerance value.

The specification of V;’“ depends on the information level being considered. For the case of unknown
weights and known values, it is defined as
VE(x;) = wivl(z;) (8)

J

i.e. the unknown weight is combined with the known value function of negotiator k. In the case of
unknown weights and the value function considered as linear it is defined as

V() = wheli™ (). (9)

In these two cases, the constraints are linear and define a feasible set of weights W}, (a polytope)
which can be considered as possible preference parameters of negotiator k.

In the third case, with unknown weights and unknown values, the values for ij(xj) can directly be
used as variables in the model, as in [8]. Let s; denote the number of different values for z; considering
all the potential alternatives (1), ..., z(™) (m denoting the number of alternatives). Let us define a

vector of sy + ...+ s, variables v}’ ; = ‘/jk(a:y)). These variables can be used in constraints of type (6) and
(7). Furthermore, if E represents the best possible outcome in attribute x; for party k, then considering

v;-“ (a:_f) = 1 we will have VJ’“(E) = w;?. B
If we assume that values are ordered in decreasing order of preference, i.e. that vf ; represents ij (x;“),

we can express (2) as:

n

12w§:vfj>v§7j>...>vk‘>OandZvlf7*1 (10)

85,0 = J
j=1

Thus, we are dealing with linear problems even in the case where both the weights and the values are
unknown.

When each attribute’s value function is considered to be known or is replaced by a linear approxi-
mation, the constraints (6), (7), and (2) (plus possibly other ones) define a polytope Wy of admissible
weights. When each attribute’s value function is considered to be unknown, the constraints (6), (7), and
(10) (plus possibly other ones) define a feasible set of values we denote by M}, (also a polytope). In
either case, the polytope can be considered as the set of possible preference parameters of negotiator k.
It should be noted that we assume here that all actions of a negotiator, and all preference statements
provided by a negotiator, are consistent with a true value function of the form (1). If this is not the
case, and constraints derived from the negotiator’s choices contradict each other, these sets might become
empty.

In the next section will use a general notation (w,v) € (Wy, Mj,) with the following meaning:

wi, .., wk) € Wy if v%(.) is known or is replace

Eoowk)ew, if 08 (.) is k is replaced

(w,v) € (Wg, M) & by a linear approximation. (11)
(F 1o vF s vE ) € My if 0 () is unknown.

2.3 Ciriteria for selecting alternative solutions

The mediator can use information of one of the types presented above to suggest one or several alternative
solutions to the negotiators, with a good potential to be accepted by both. To guide these proposals,
several criteria can be applied. We start by presenting these criteria, and then in the next section we will
present three different approaches how such proposals can be obtained.

If several alternatives are to be proposed, the dominance criterion is a natural starting point. In
this case, the mediator could identify all alternatives which dominate the currently proposed compromise



2(°) or the status quo of the negotiation (we are using this term for the case of two offers on the table).
Conversely, alternatives which are dominated by the proposed compromise or the status quo can be
eliminated from further consideration.

Let (") denote the reference (or reservation) point below which the negotiators will not accept any
alternative. If a compromise has been reached then z(") = z(¢). If a compromise has not been reached
and the two last offers on the table (the status quo) are 2(°) (offered by negotiator 1) and x(°2) (offered
by negotiator 2), then (") will refer to the (V! (x(°2)), V2(x(°1))) point in the value space, i.e., a fictitious
alternative yielding for each negotiator the amount that was offered by the opponent. The alternatives
to be proposed by the mediator should, for both negotiators, be better than z(”). Since preference
information is incomplete, one can distinguish here between alternatives which surely dominate (") (i.e.
which are better for both parties under all preference parameters still considered possible), alternatives
which possibly dominate z(") (i.e. which are better for both parties for at least one vector of preference
parameters for each party), and alternatives that cannot dominate z(,

As a second criterion, the alternatives to be proposed should also be Pareto efficient concerning the
value they yield to each party. Once again, under incomplete information we can talk about alternatives
that are surely efficient, alternatives that are possibly efficient, and alternatives that cannot be efficient
(because they are surely dominated by another alternative).

If the negotiator wants to present only one (or a small number) of alternatives, additional criteria
can be used to guide this selection. Several such criteria can be developed, depending on whether the
mediator is more interested in finding an efficient solution (which maximizes total value creation) or an
equitable solution, which tries to balance the interests of the parties involved. In this paper, we consider
the following mediation criteria [23]:

1. The max-sum criterion, which maximizes the sum of values of both parties and thus selects the
alternative which is best according to total efficiency.

2. The max-min PoP criterion, which maximizes the minimum payoff, i.e. the payoff to the negotiator
who receives the lowest payoff from the negotiation result. To make payoffs comparable between ne-
gotiators, they are standardized within the possible range by calculating the Proportion of Potential
(PoP).

Thus, the max-sum criterion selects the alternative (z) which maximizes

Viz) + V() (12)

and the max-min PoP criterion maximizes
mkln Vvﬁa;ﬂ - anizn (13)
where V% is the best payoff that player k could achieve considering the set of alternatives being con-

sidered (better for both parties than ZC(T)), and Vfu-n is a lower limit on the payoffs considered for player
k for the same set of alternatives.

Naturally, other mediation criterion that can be used, e.g., maximizing the product of excesses rela-
tively to ("), or the Nash bargaining solution. Although generalization to those other criteria is straight-
forward, we will restrict our analysis in this paper to the max-sum criterion and the max-minPoP criterion,
because they lead to linear programming models while other criteria would require nonlinear models.

When we consider incomplete information on preferences we can distinguish different classes of al-
ternatives: Alternatives that are surely optimal for a criterion maximize that criterion for all possible
preference parameters. Alternatives that are potentially optimal maximize the criterion for some of
the possible preference parameters, while the maximum is obtained with another alternative for some
other possible parameter values. Alternatives are called surely sub-optimal if no preference parameter
(w,v) € (W, My,) exists at which the alternative maximizes the criterion under consideration.



3 Approaches to suggest potential agreements

3.1 Extreme parameters approach

As a first approach, we formulate optimization models to detect which alternatives surely meet the
mediator’s requirements described in the previous section, as well as which alternatives surely do not
meet these requirements. Other alternatives can exist that will meet each requirement, or not, depending
on the parameter values. We call this first method the “extreme parameters” approach, because we are
looking for parameter values which lay on the boundary of the feasible set, leading to extreme value
differences.

To find out whether an alternative is surely better or surely worse than the reference, a Linear Program
(LP) can be solved. Recall that V*(z) is the value of alternative 2 for negotiator k (k = 1,2). Let m};
denote the solution of the following LP:

max{V*(z®) — VF(z))}

(w,v) € (W, My) (1)

Whenever mfj < 0, there is no possible combination of parameters which would make alternative 2"
at least as good as z9) for negotiator k, thus we can say that () is surely better than z(?) (or () is
surely worse than x(j)) with respect to the available information about negotiator k’s preferences.

Given the sets of feasible parameter values (Wi, M;) and (Wa, Ms), it is possible to determine, for
each negotiator, which alternatives are surely better than the reference 2" and which alternatives are
surely worse than this reference. The mediator would like to propose an alternative z(*) such that ml. <0
and m2, < 0. The problem is that it can happen that there are no alternatives that are surely better
than the reference for both negotiators. Nevertheless, this approach is a good starting point: if there are
alternatives that are surely worse than the reference point for one of the negotiators, then the mediator
can discard these alternatives, i.e., we can eliminate the alternatives z(*) for which m}. < 0 or m?. < 0.
These calculations are analogous to those proposed by Dias and Climaco [5] to obtain binary robust
conclusions. Hence, only the alternatives that are potentially at least as good as the reference for both
negotiators are candidates to be proposed to them.

The LP (14) can also be used to compare any other pairs of alternatives, besides pairs containing the
reference ("), This allows to check for Pareto efficiency. For a pair (z(*),2)), if mj; < 0 and m?; <0,
then (@) is surely worse than (¥ for both negotiators and hence z) is surely not Pareto efficient. Thus,
it can also be discarded.

Let P denote the index set of the remaining candidate alternatives, after discarding alternatives
surely worse than the reference point for any of the negotiators and alternatives surely not belonging to
the Pareto frontier. To discriminate between alternatives in P the mediator might also try to identify
which ones can be potentially optimal according to a mediation criterion. For the max-sum criterion the
following LP is solved for each alternative () € P:

max d

Via®) 4+ V72 (z®) - [VY(zW) 4 V2(20))] -5 > 0,Vj € P,j #i

(w, ’U) S (Wl, Ml) (15)
(w',v’) S (WQ,MQ)

6 free

If this LP yields § > 0 at the optimal solution then z(¥) is potentially optimal according to the max-
sum criterion; otherwise, it cannot be the best one according to that criterion. Let us note that if we
tried to maximize the sum of the values, this would not lead to acceptable results (for more details see
Appendix A). To perform a similar analysis considering another mediation criteria requires introducing
binary variables (for the criterion of maximizing the minimum PoP) or nonlinear programming (for
criteria involving products).

3.2 Central parameters approach

A second approach the mediator might follow, pursuing the objective of finding good potential alterna-
tives, consists in inferring a representative combination of parameter values from (Wy, M;) and (Wa, Ma),



and then use these surrogate values to find alternatives that are better than the reference point for both
negotiators, are efficient, and optimal according to a mediation criterion. Of course, the conclusions that
hold for such a surrogate parameter vector do not necessarily hold for the true parameter values that
would be set in the course of a thorough and explicit elicitation process. Nevertheless, studies in the
context of additive value functions (e.g., [1, 24]) show that using a combination of parameter values that
is central with respect to the feasible set boundaries yields good approximations. The more information
the mediator has, in terms of constraints to the parameter values, the more accurate this approximation
will be.

One possible approach to find a central combination of parameter values is to solve a LP of the max-
min type to find a point such that the smallest slack in a constraint of the form (6) is as large as possible.
This is an approach used for inferring parameters of multicriteria aggregation approaches (e.g., [10, 21]).
Let Ay, denote a coefficient matrix and let b denote a right-hand side vector such that (w,v) € (Wy, My)
if and only if Ay.(w,v) < b. Let s be a vector containing one constant per constraint, equal to 1 if the
constraint is of type (6) and equal to 0 otherwise. The following LP can then be used to infer a central
parameter vector with respect to the inequality preference statements, for k € {1,2}:

max A¥

Ag.(w,v) +sAF < b (16)

The variables of this problem are the A* scalar (representing the smallest slack to be maximized),
the weights, and possibly the values. The optimal solution will be a kind of “safest” vector, which is as
far as possible from any boundary. Because of that, our objective is to maximize the slack. Note that
all constraints are formulated in terms of multi-attribute value, which is scaled between zero and one,
and thus have a comparable magnitude. This makes it possible to compare deviations across constraints
without further rescaling.

A different approach for obtaining a central combination of parameter values is to compute the
centroid of (W}, M},) in an exact manner or using an approximation. Exact methods exist for some types
of polytopes [25]. An approximation to the centroid of any polytope can however be easily obtained using
Monte-Carlo simulation, as in the computation of central weights used in the SMAA method [15].

Let (w!',v!)* denote the central parameter vector obtained for negotiator 1, and let (w?,v?)* denote
the analogous result obtained for negotiator 2. Using (w!,v!)* and (w?,v?)* as surrogate parameter
values it is possible to compute which alternatives are better than the reference point for both negotiators,
and which one among those maximizes the mediation criterion. In contrast to the extreme parameters
approach, maximizing the minimum PoP or criteria involving products is straightforward in the central
parameters approach, because it is only necessary to compute the respective objective function for each
alternative using one parameter vector. In addition to the optimal alternative for the mediation criterion,
the set of all other efficient solutions for the central parameter vector can also be determined easily.

Since the parameter vector used in this approach is only an approximation, it might not reflect the
true preferences of negotiators. Thus, a situation can arise in which an negotiator finds an alternative
x proposed by the mediator unacceptable. From such a statement, the mediator can conclude that
alternative z has inferior value than the reference point (") for negotiator k. In this case it is possible to
change (Wj, Vi) by introducing this new information in the form of a constraint V*(z) < V¥(x(")) and
compute new central parameter values for the new smaller polytope.

3.3 Domains approach

The domain criterion, introduced by Starr [26], uses the volume of parameters space in which an alterna-
tive remains optimal to indicate the sensitivity of a solution. The use of this criterion for multi-attribute
decision problems was proposed by Charnetski and Soland [3], who used Monte Carlo simulation to ob-
tain approximations for the volume of the domain. SMAA methods [16] are also based on exploring the
weight space in order to describe the preferences that would make each alternative the most preferred
one, or that would give a certain rank for a specified alternative. The method proposed by Vetschera [30]
to measure the extent to which information about the preferences is available during the negotiation is
also based on the domain criterion.

Our third approach also consists in exploring the parameter space in order to measure the relative
volume of the feasible set of parameter values where some conditions are verified. Let S denote the set



of feasible parameter values for the two parties given the information currently available:
S ={(w', v}, w? v?) € (Wi, My) x (Wa, Ma)}.
Let S(C) denote the subset of S where condition C' holds:

S(C) = {(wh, vt w?,v?) € (Wi, My) x (Wa, My) : C is true}.

Let Vol(S(C)) denote the volume of set S(C) and let Vol(S) denote the volume of set S. The
expression

Vol(S(C))/Vol(S)

then denotes the relative volume of the subset in which condition C holds as compared to the volume
of the entire feasible region. If we further assume that parameter vectors are uniformly distributed, this
ratio can be interpreted as the probability that condition C is fulfilled for any randomly drawn feasible
parameter vector.

The relative volume of the parameter set in which each alternative z(¥) is at least as good as the
reference for both negotiators can be computed as

Vol (S (Vl(x@) > Vi) AV2(e®) > V2 (™ ))) JVol(S).

Note that this relative volume is equal to zero for alternatives that are surely worse than z("), and is equal
to one for alternatives that are surely better than this reference. This approach therefore complements
the extreme values approach by providing additional information about alternatives which are between
the two extreme cases of being definitely better or definitely worse than the reference alternative and
indicates the probability that, given the preference information collected so far from the negotiators, both
negotiators will prefer alternative z(*) over the reference alternative.

It is also interesting to determine the relative volume of the parameter set in which each alternative
is Pareto efficient: Vol (S(z*) is efficient)) /Vol(S).

The same approach can also be used to determine the relative volume of the subset of parameter
space where each alternative z(*) is optimal according to the different mediation criteria (maximizing the
sum of the values, maximizing the minimal PoP, etc.) as Vol (S(z¥) is optimal)) /Vol(S). For the sum
of values criterion this relative volume is:

Vol (S(vl(x@) +V2(2®) > V() + V2(2W), v £ i)) /Vol(S).

The domains approach can also be used interactively in a similar way as the central parameters
approach. If a negotiator does not accept one alternative it is possible to redefine S by introducing a new
constraint to eliminate this alternative and calculate again the domain volumes.

As the mediator should be informed of the relative volumes of many different results, we suggest to
use Monte-Carlo simulation to approximate volumes. Exact methods for computing volumes also exist
(see, e.g., [19, 20, 28]), but are more computationally demanding and can be used only for one question
at a time.

The simulation generates a large number 1, of random instances of the two negotiators’s parameter
values satisfying all the constraints. For each vector, all properties C of interest can be evaluated simul-
taneously, i.e. which alternatives are better than the reference x(") for both of the negotiators, which
alternatives are efficient, and which alternative is the best one according to each mediation criterion
(as it is also possible to analyze several mediation criteria simultaneously). Considering the results for
all these instances, it is possible to indicate, for each alternative x, the proportion of instances where
each of the above mentioned conditions was verified for that particular alternative. In order to allow for
(relative) volumes to be interpreted as probabilities, a uniform distribution of parameter vectors must be
used for the simulations. In the experiments described in the next section, scaling weights were generated
according to an uniform distribution using the process described in [2].

When we interpret the volumes as probabilities, it might also be interesting to compute conditional
probabilities, e.g., the probability that an alternative is optimal for a mediation criterion under the
condition that it is better than the reference point and efficient. Such conditional probabilities can also
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be obtained from the simulation by recording the number of instances in which both conditions are
fulfilled and calculating o o )
p(CID) = p(C&D)/p(D) (17)

where C' and D represent the two conditions to be analyzed.

3.4 Comparison of the three approaches

In the last subsections, we proposed three approaches to help a mediator who observes a dance of the
packages with incomplete information. Table 1 summarizes the different intervention possibilities for a
mediator, which altogether can constitute a process with three steps.

Concept / Approach Extreme Central Domains

Step 1: Comparison to la. identify alternatives 1’. identify  alternatives 1”. find the probability

reference point in which are surely which are better that each alterna-
value space better than the than the reference tive is better than
reference point for point for both the reference point
both negotiators negotiators, as- for both negotiators

suming the central

1b. eliminate alternatives parameter  values

which are surely (LP  solution or

worse  than  the centroid)

reference point for
one negotiator (or
both)

Step 2: Pareto Effi- 2a. identify alternatives | 2’. identify  alternatives 2”. find the probability

ciency which are surely which are Pareto that each alterna-
Pareto efficient efficient, assum- tive is Pareto effi-
ing the central cient
2b. eliminate alternatives parameter  values
which are surely not (LP  solution or
Pareto efficient centroid)

Step 3: Optimal alter- 3a. identify alternatives | 3’. identify  alternatives 3”. find the probability

native using me- which are surely which are optimal that each alterna-
diation criterion optimal for the for the mediation tive is optimal for
mediation criterion criterion, assum- the mediation crite-
(for all parameter ing the central rion
vectors) parameter values
(LP  solution or
3b. identify alternatives centroid)

which  might be
optimal for the
mediation criterion
(at least for one
parameter vector)

Table 1: Summary of the different analyses that can be performed

The rows of Table 1 express the complementary concerns of a mediator. A mediator would like to
propose an alternative likely to be accepted, hence better than the reference point for both negotiators.
Three approaches can then be used:

e The extreme parameters approach will compute exactly which alternatives are surely better (i.e.
better for all parameter vectors) than the reference point for both negotiators simultaneously (anal-
ysis la). However, it might turn out that no such alternatives exist. The same approach can be used
to determine exactly which alternatives are possibly better (i.e. better for at least one parameter
vector) than the reference point for both negotiators simultaneously, allowing to eliminate all those
alternatives that cannot achieve this condition (analysis 1b). The advantage of this approach is
that the conditions of being surely better or surely worse are exactly determined. Its disadvantage
is that it requires solving n,;; LPs for each analysis (where ny;; represents the number of possible
alternatives, i.e. the number of different combinations of issue levels).
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e The central parameters approach will find which alternatives are better than the reference point for
both negotiators simultaneously, assuming a central parameter vector (analysis 1’). This vector can
be computed solving a LP maximizing the minimum slack or computing a centroid. An advantage of
this approach is that only two LPs need to be solved (one for each negotiator), or only two centroids
have to be computed. Another advantage is that it provides a clear-cut partition of the alternatives
set: those better than the reference, and those worse than the reference. Its disadvantage is that the
central vector is just an approximation, which can be a rather coarse one if information is scarce.
Hence, there is no guarantee that the supposedly better alternatives will really have higher value
than the reference point, for both negotiators.

e The domains approach will compute the probabilities that each alternative is better than the refer-
ence point for both negotiators simultaneously (analysis 17). Some alternatives will have a very low
probability and might be discarded from further analysis. The advantage of this approach is that
it is straightforward to compute the probabilities using Monte-Carlo simulation, with a confidence
level as high as needed (it is a matter of how many iterations are used for the simulation). Its
disadvantage is that the result will not be as clear cut as in the previous case.

Concerning the second row of Table 1, a mediator would like to propose an alternative on the Pareto
efficient frontier. Again, the same three approaches can then be used:

e The extreme parameters approach will compute exactly which alternatives are surely efficient (anal-
ysis 2a), or surely not efficient (analysis 2b), allowing to eliminate the latter. Its disadvantage is
that it requires solving 2 * ng; * (nqr — 1) LPs for each analysis (this is a worst case bound, because
as soon as an alternative is deemed surely inefficient it is no longer necessary to include it in the
subsequent comparisons). The advantage of this approach is that the conditions of being surely
efficient or surely inefficient are exactly determined.

e The central parameters approach will find which alternatives are efficient, assuming a central pa-
rameter vector computed solving a LP or computing a centroid (analysis 2’). An advantage of this
approach is that only two LPs or centroid computations are needed. It also provides a clear-cut
partition of the alternatives set between efficient and inefficient ones. Its disadvantage is that the
central vector is just an approximation, and therefore there is no guarantee that the partition is
perfectly accurate.

e The domains approach will compute the probabilities that each alternative is efficient (analysis 2”).
Alternatives with a very low probability of being efficient might be discarded from further analysis.
The advantage and the disadvantage are the same as for analysis 1”.

Finally, concerning the third row of Table 1, a mediator could have the requirement of proposing,
among efficient alternatives, an alternative that would be optimal according to a mediation criterion such
as the sum of the values (pursuing maximal enlargement of the pie) or the minimum PoP (pursuing

equity):

e The extreme parameters approach will compute exactly if there exists an optimal alternative for
all parameter values (analysis 3a), which is not very likely, and will determine exactly which alter-
natives might be optimal (analysis 3b). As an advantage, the conditions of being surely optimal or
potentially optimal are exactly determined. However, the most likely result will be finding a set of
potentially optimal alternatives, with no way of knowing which one is better. Furthermore, the use
of linear programming is limited to the case where the mediation criterion is the sum of values.

e The central parameters approach will find the optimal alternative, assuming a central parameter
vector computed solving a LP or computing a centroid (analysis 3’). An advantage of this approach
is that a single alternative will be identified (except for rare cases where multiple alternative optima
might exist). A second advantage is that it is not computationally difficult to use the minimum PoP
as a mediation criterion, or a criterion involving products. However, as the central vector is just an
approximation, there is no guarantee that the supposedly optimal alternative is indeed optimal.
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e The domains approach will compute the probabilities of each alternative being optimal (analysis 3”).
Alternatives with a very low probability of being efficient might be discarded from further analysis.
The advantage of this approach is that the probabilities can be straightforward to compute using
Monte-Carlo simulation, and the probabilities will allow to identify the most promising alternatives
among the set of potentially optimal ones, even if the the mediation criterion is the minimum
PoP or a criterion involving products. A clear cut result is not very likely, but we still have more
information than in analysis 3b, because we know the probabilities.

All the presented approaches provide interesting and diversified results. The choice of the approaches
to be used depends on the mediator’s goals, but we suggest to use different approaches complementarily
in sequence.

The mediator can start by addressing the concern of finding alternatives that are considered by both
negotiators to be an improvement relatively to the reference point. The mediator can reduce the set
of potentially interesting alternatives, eliminating those surely worse than the reference for one of the
negotiators (analysis 1b), or those with a very low probability of being better than the reference for
both negotiators (analysis 1”). In a second step, the mediator can eliminate alternatives that are surely
inefficient (analysis 2b) or very unlikely to be efficient (analysis 27), the latter approach being preferable
if there remain many alternatives. To detect efficiency, each of the alternatives that was not eliminated
in the previous step would be compared with the original set of alternatives. Finally, to choose a single
alternative to propose to both negotiators, the mediator can use analysis 3’ to propose the optimal
solution using central parameters, or use analysis 3” to pick the alternative that is optimal with highest
probability. For this purpose, more than one mediation criterion can be considered.

As referred previously, this type of overall approach can be used in an interactive way. If the alternative
proposed by the mediator is accepted, the negotiation ends successfully. However, it can happen that the
alternative proposed by the mediator is not accepted by one negotiator (or both). If a negotiator k states
that a proposed solution z(P) is not better than the reference ("), then the constraint V*(z()) < V¥ (z(1))
can be added to the definition of (W}, My). Then, the analysis can be repeated to find a new solution.
It might happen that negotiator was insincere (acting strategically) when saying z®) is not better than
the reference, hoping a better alternative is proposed by the mediator. However, since the mediator
will incorporate the constraint V*(z(P)) < V¥(2(") that is contrary to this negotiator’s preferences,
possibly excluding the negotiator’s true vector of preference parameters from the feasible region, it might
happen that the following alternatives proposed will not be as good as the previous one. For this reason,
manipulation attempts might eventually lead to miss an opportunity to improve the first proposal by the
mediator.

Considering the three types of approaches corresponding to the three columns of Table 1, it is to be
noted that running a Monte-Carlo simulation can be sufficient to implement them all. Indeed, Monte-
Carlo simulation can be used to compute probabilities (relative domains) for different conditions with
high accuracy. For an accuracy that can be as high as needed (the large the number of iterations, the
higher is the accuracy), the conditions with probability equal to 0 or to 1 will correspond to conditions
that “surely” do not hold or that to conditions that “surely” hold, respectively. This corresponds to
the extreme parameters approach. On the other hand, averaging the instances of random input values
for each parameter generated generated in the simulation over the number of iterations will define an
accurate approximation of the centroid of (W7, My) and (Wa, Ms). Using these centroids corresponds to
the central parameters approach.

4 Illustrative Example

4.1 Nelson vs Amstore case
4.1.1 Introduction

To illustrate the approaches presented in last section let us consider an example introduced by Raiffa [23].
In this example, there are two parties in a negotiation: Nelson and Amstore. Nelson has a construction
firm and he negotiates with a retail chain (Amstore) to build a new store for them. There are three
issues: price (10, 10.5, 11, 11.5 or 12 thousand dollars), design (basic or improved) and time (20, 21, 22,
23, 24, 25 or 26 days). Combining these issue levels yields a total of 70 possible alternatives (see Table
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2). For Nelson, price and time are maximizing issues and design is a minimizing one, while for Amstore
it is the opposite. Therefore, the preferred alternative for Amstore is alternative 1 (z(1)), whereas the
preferred alternative for Nelson is alternative 70 (x(70)).

Alternative | Price Design Time | Alternative | Price  Design Time | Alternative | Price  Design Time
1 10 Improved 20 25 105 Basic 23 49 115  Improved 26
2 10 Improved 21 26 10.5 Basic 24 50 11.5 Basic 20
3 10 Improved 22 27 10.5 Basic 25 5 11.5 Basic el
4 10 Improved 23 28 105 Basic 26 52 115 Basic 22
5 10 Improved 24 29 11 Improved 20 53 11.5 Basic 23
6 10 Improved 25 30 11 Improved 21 54 11.5 Basic 24
7 10 Improved 26 3 11 Improved 22 55 115 Basic 25
] 10 Basic 20 32 11 Improved 23 56 11.5 Basic 26
9 10 Basic el 33 11 Improved 24 57 12 Improved 20
10 10 Basic 22 34 11 Improved 25 58 12 Improved 21
" 10 Basic 23 35 11 Improved 26 59 12 Improved 22
12 10 Basic 24 36 11 Basic 20 60 12 Improved 23
13 10 Basic 25 37 11 Basic pal 61 12 Improved 24
14 10 Basic 26 38 11 Basic 22 62 12 Improved 25
15 10.5  Improved 20 39 11 Basic 23 63 12 Improved 26
16 105 Improved 21 40 11 Basic 24 64 12 Basic 20
17 105  Improved 22 41 11 Basic 25 65 12 Basic 21
18 10.5  Improved 23 42 11 Basic 26 66 12 Basic 22
19 105 Improved 24 43 115  Improved 20 67 12 Basic 23
20 105  Improved 25 44 115  Improved 21 68 12 Basic 24
el 10.5  Improved 26 45 11.5  Improved 22 69 12 Basic 25
22 105 Basic 20 46 115  Improved 23 70 12 Basic 26
23 10.5 Basic 21 47 115  Improved 24
24 10.5 Basic 22 48 11.5  Improved 25

Table 2: Alternatives.

4.1.2 Complete information

Suppose that we have complete information, i.e., the mediator knows the value of each level and knows
the weights of the three issues, for both negotiators (see Table 3). Thus, the value of each alternative is
known. To simplify we multiply the value of each issue level, for each party, by 100. So, the global value
of each alternative, for each party, is a value between 0 and 100. Alternatives 1-5, 9, 15-19, 22-27, 37-42,
51-56 and 67-70 are efficient.

Parcial value Value*100
Issue Level Nelson Amstore Nelson Amstore
Price 10 0 1 0 70
105 041667 085714 25 60
11 066667 0,64286 40 45
115 091667 035714 55 25
12 1 0 60 0
Wy 0.6 07
Design  Basic 1 0 20 0
Improved 0 1 0 10
Wz 02 0.1
Time 20 0 1 0 20
21 04 0,95 8 19
22 06 09 12 18
23 0,75 08 15 16
24 0,85 06 17 12
25 0,95 0,35 19 7
26 1 0 20 0
w3 02 02

Table 3: Complete Information.

Suppose that Amstore begins proposing alternative 1, Nelson answers proposing alternative 70, Am-
store proposes alternative 8, and so on. The process ends when Nelson proposes alternative 44, which
Amstore accepts (see Table 4). Alternatives 27-28, 37-42, 45-56 and 58-70 are better than the compromise
solution for Nelson and alternatives 1-40 and 43 are better than the compromise solution for Amstore.
Considering the complete information in Table 3 was available, we would know that alternative 44 is in-
efficient, and that alternatives better for both parties than the compromise alternative exist: alternatives
27-28 and 37-40 (see Figure 2). Among these alternatives, only alternative 28 is not efficient.

In this illustration we consider the mediation criteria maximizing the sum of the values and maximizing
the minimal PoP (relatively to the compromise alternative). Between the efficient alternatives that
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Amstore | Nelson
=D ~70)
2(8) 2(67)
207 253
2(20) 2(42)
NG 2(46)
2(32) 24D

Table 4: Sequence of proposals.

70

60

Amstore 50

40

30

20

10

Figure 2: Dance of the Packages.

are better for both parties than the compromise solution, depending on the objective, it is possible to
recommend different alternatives. If the objective is to maximize the sum of the values, alternative 39 is
the best one, with a sum of the values equal to 136 (alternative 25 has also sum of the values equal to 136,
but it is not better for both parties than the compromise solution). If the objective is to maximize the
minimal PoP (relatively to the compromise alternative), alternative 38 is the best one, with a minimal PoP
of 0.64. To determine the minimal PoP we used the maximum value attained by each party considering
that the chosen alternative needs to be better for both parties than the compromise solution. In Table 5
it is possible to see the value (value for Nelson, value for Amstore, sum of the values and minimal PoP) of
the alternatives that are better for both parties than the compromise solution. Given these results, and
depending on his judgement, a mediator would propose alternative 38 or alternative 39 to the negotiating
parties.

Nelson Amstore Sum of the values PoP
27 60 67 131 0.07
2(28) 65 60 125 0.14
237 68 64 132 0.36
2(38) 72 63 135 0.64
2(39) 75 61 136 0.54
2(10) 77 57 134 0.23

Table 5: Values of the alternatives that are better for both parties than the compromise solution.
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4.1.3 Incomplete Information

Let us now consider the analysis of a mediator who knows the available alternatives (Table 2) and
witnesses the sequence of proposals (Table 4), but does not know the exact parameter values of each
negotiator displayed in Table 3. We will consider the three levels of uncertainty presented in subsection
2.1: only weights uncertain with known values (level 1), weights uncertain with value function assumed
to be linear (level 2), and uncertain weights and value functions (level 3).

In the second case, we approximate the issue values considering that the value functions of each
negotiator are linear. For Nelson we have, for price: VY. (10) = 0 and VY. . (12) = 1, thus we can

price price
conclude that V., (z) = 0.5z — 5 (so V.., (10.5) = 0.25, V., (11) = 0.5 and VY, . (11.5) = 0.75). For
time: V.Y (20) =0and VY (26) =1, thus we can conclude that VY (z) = gz — % (so ViV, .(21) = ¢
VA (22) = &, VIV (23) = 0.5, 1/;%6(24) 2 and VI .(25) = 2). Similarly for Amstore we have
Vpﬁlce( )7_0 5z + 6 and ‘/tzme( )_ 6$+ 13

In the third case, we consider that value functions lie within two limits, taking the linear function as
a lower limit and the concave function v(z) = a + b(—e™“*") as the upper limit. For example, for Nelson
and relatively to price:

‘/pjv\"[zce( 0) =0 a+ b(_e—c*lO) =0 N a = ﬁ * e~ 10¢
VREa2) 21 ad boeeit) =1 1

price b T e~ 10c_g—12¢

We decided to use ¢ = 5 for the upper limit so that the real values belong to the interval with the
linear function as lower limit and the concave function as upper limit, but without considering that value
functions could be extremely concave. Figure 3 shows the true value functions of Nelson and Amstore
and also the inferior and superior limits.

Price - Nelson Time - Nelson
1 1
. A7 5
wl S N A
04 / ./ /./ —B—inferior limit 04 f/ /./ —m— inferior limit
02 % e superior limit o %/./ i superior limit

10 10,5 11 11,5 12 20 21 22 23 24 25 26

Value
Value

Price - Amstore Time - Amstore

1 —m 1
08 ‘\\\ \\ 08 %
0.6 \\\ \ ——true 06 \.\ \\ ——true
0,4 == inferior limit 04 == inferior limit
\\\ == superior limit \.\\\ == superior limit

Value
Value

0.2

Figure 3: Value functions.
Assuming that a mediator would know the possible alternatives (Table 2), as well as the offers that

had been made leading to a compromise (Table 4), he could set additional constraints. To start with, we
know which are the best and the worst alternatives for Nelson and Amstore:

V. (10) + Vdjzsign(improved) + VN (20) =0,

price time
VpJXwe( ) + Vd]gsign (baSiC) + ‘/t]zvme (26) - 1007

VA (12> + Vdeszqn (basm) + ‘/tzme( ) = 07

price
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Vibiee(10) + V2, (improved) + Vi, . (20) = 100.

price

For the case with unknown values, we assume preferences are monotonous, such that ':

VN (10) < VI (10.5) < VN, (11) < VIV (11.5) < VN, (12),

price price price price price
N : N 3
Viesign (basic) > Vdesign(lmproved),

VA (20) < VA (21) < VA (22) < VI (23) < VI (24) < VI (25) < VI (26),

time time time time time time
A A A A A
Vprice(lo) > V;m‘ice(lo""j) > Vprice(ll) > Vprice(11'5) > V;m‘ice(l2)’
Vd‘zsi on (basic) < Vd’zsign(improved),
V;E?me(20) > V;E?me(21) > V;E?me(22) > V;E?me(23) > V;E?me(24) > ‘/;?me(25) > ‘/;?me(26)

We assume that each proposal presented by a negotiator has for him lower value than the last proposal
presented earlier by himself. We obtain the following restrictions of type (6):

VV (@T0) > VN (26D) 5 YN (¢63)) 5 YN (D) 5y (5(40)) 5 N (p(49), (18)

VAE®) > VAE®) > VAEAD) > vAR0) > vA(EBY) > vA(6), (19)

We also assume that a negotiator prefers his proposals to the proposals of the opponent. For Nelson
and Amstore we have 2:

)
> VA({E(46))

(2012),
> VA(:E(53)) (21)
> VA(OD),
VA($(32)) > VA(;E(7O)).

To illustrate the use of explicit preference information, suppose that Nelson says that alternative 25
is as good as alternative 36, and alternative 39 is as good as alternative 50. Let us also assume that
Amstore says that alternatives 50 and 42 are equivalent, and the same occurs for alternatives 36 and 37.
We obtain the following restrictions of type (7):

2
NN N N N N S S
BN
W~
Ao}
S S S N N S N N S N N
\Y
=2
8
i

V(@) — VN (@) <, (22)
V(@) =V ()] < e (23)
VA@?) = VAR <6, (24)

ITo ensure that the inequality is strictly we consider that, for example, V. (10) < VN, (10.5) = VN. (10) +1 <

price price price

N

Vpr'ice(10‘5) .
2Also for constraints (18)-(20) we consider that the inequality is strict.
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VA@G9) - vAGD)| < e (25)

For these constraints we used € = 10.

Our objective is, with the incomplete information indicated above, to try to suggest to the negotiators
one efficient alternative, better for both parties than the compromise alternative. The results obtained
by following the three approaches we proposed are presented in the next sections.

4.2 Extreme Parameters Approach

Remember that in this approach it is necessary to solve 2 x (70 — 1) LPs of the type (14) to check if
there are alternatives that are surely better than the compromise solution and to eliminate alternatives
that are surely worse. The same type of LP can be used to compare any other pair of alternatives
to check Pareto efficiency. Counsidering the set of the remaining alternatives - set P (after discarding
alternatives surely worse than the compromise solution and alternatives surely not belonging to the
Pareto frontier) it is possible to solve LPs of the type (15) to check if each alternative in P is potentially
optimal according to the criterion of maximizing the sum of the values. We considered the three types of
incomplete information, the constraints regarding the sequence of proposals (constraints of type (6)) and
the constraints (22)-(25) regarding the equivalence of alternatives (constraints of type (7)). In Tables 6
and 7 it is possible to see the alternatives that are surely worse and alternatives that are surely better
than the compromise solution, respectively, considering constraints of type (6) and constraints of type
(6)+(7), and the three types of incomplete information.

Considering that only the weights are uncertain (values known), and considering the constraints
related to the sequence of proposals, the set of the non eliminated alternatives consists of of 24 alternatives
(alternatives 9-14, 22-28, 33-42 and 50), about 34% of the initial number of alternatives. For example,
max{ VN (z(M) - VN (241} = —42.1436, so, alternative 2(!) can be eliminated, because it is surely worse
than the compromise for Nelson. Considering constraints related to the sequence of proposals and the
equivalence of alternatives the results are very similar. The set of the non eliminated alternatives is made
of 21 alternatives (alternatives 12-14, 22-28, 33-42 and 50). Thus, the additional information obtained
from explicit indifference statements has very little effect in this case.

So far, we have identified alternatives which are potentially (i.e. for at least one parameter vector)
better than the compromise. We now analyze which alternatives are surely (i.e. for all parameter vectors)
better than the compromise (Table 5). We can see that alternatives 27, 37 and 38 are pointed as being
surely better than the compromise solution for Amstore, alternative 40 is pointed as being surely better
than the compromise solution for Nelson, alternative 28 is not pointed as being surely better than the
compromise solution for none of the parties and alternative 39 is pointed as being surely better than the
compromise solution for both parties. As alternative 39 is pointed as being better than the compromise
for both parties, this alternative can be a good suggestion. However, it should be noted that in realty
there are more alternatives which are better than the compromise for both parties. But since there are
still some parameter vector considered possible for which these alternatives appear to be worse than the
compromise, they are not indicated as being surely better than the compromise.

In a second step, we also want to compare all the pairs of the remaining alternatives, to check Pareto
efficiency. For example, considering constraints of type (6)+(7) it is also possible to eliminate alternative
13 (e.g. max{VF(x13) — Vk(z())} <0, k=1,2), alternative 14 (e.g. max{V*(z1) — VF(223))} <0,
k—1,2), alternative 34 (e.g. max{V*(z(39)—V*(258))} <0, k=1,2), alternative 35 (e.g. max{VF*(z(%)—
VFE@@GM} <0, k=1,2), alternative 36 (e.g. max{V*(23%)) — Vk(2(20)} <0, k=1,2) and alternative 50
(e.g. max{V¥*(209) — VF(2(19)} < 0, k=1,2). None of the alternatives is surely efficient. Between the
15 non-eliminated alternatives of the set P (alternatives 12, 22-28, 33 and 37-42), all can maximize the
sum of the values, because for all (V) € P, max¢d > 0.

The results obtained considering known values are very similar to the ones obtained considering
unknown values (with the main difference that in the two cases where we considered unknown values,
alternative 39 is not pointed as being better than the compromise solution for both parties), we will
not comment the second results in detail. We will only refer that, for example, considering weights
uncertain and value functions with unknown parameters and using the two types of constraints at the
same time, comparing all the pairs of the remaining alternatives, to check Pareto efficiency, did not give
any additional information, because all can be Pareto efficient and all can maximize the sum of the values.
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Values known Linear value function Value function with unknown
Constraints (6) | Constraints (6)+(7) Constraints (5) | Constraints (6)+{7) Constraints (6) | Constraints (6)+(7)
Alternatives| | Nelson | Amstore | Nelson | Amstore Nelson | Amstore | Nelson | Amstore Nelson | Amstore [ Nelson | Amstore
1 X X X X X
2 X X X X X X
3 X X X X X X
4 X X X X X X
B X X X X X X
6 X X X X X X
7 X X X X X X
8 X X X X X X
9 X X
10 X
11 X
12
13
14
15 X X X X X X
16 X X X X X X
17 X X X X X X
18 X X X X X X
19 X X X X X X
20 X X X X X X
21 X X X X
22
23
24
35
26
27
28
29 X X X X X X
30 X X X X X X
31 X X X X X X
32 X X X X X X
33 X X
34
35
36
37
38
39
40
a1
a2
23 X X X X X X
24
a5 X X X X X X
26 X X X X X X
a7 X X X X X X
a8 X X X X X X
49 X X X X X X
50
51 X X X X X X
52 X X X X X X
53 X X X X X X
54 X X X X X X
55 X X X X X X
56 X X X X X X
57 X X X X X X X
58 X X X X X X
59 X X X X X X
60 X X X X X X
61 X X X X X X
62 X X X X X X
63 X X X X X X
64 X X X X X
65 X X X X X X
66 X X X X X X
67 X X X X X X
68 X X X X X X
69 X X X X X X
70 X X X X X X

Table 6: Alternatives that are surely worse than the compromise.

4.2.1 Some comments

In this example changing the type of incomplete information did not affected too much the results.
Furthermore, considering the constraints of type (6) and those of type (7), the results are not also very
different from the ones obtained considering only constraints of type (6). In all the cases there are many
alternatives that can be eliminated because they are surely worse than the compromise one. Only in
the case in which the values were considered known we were able to find one alternative that is surely
better than the compromise alternative for both parties. Note that, even considering known values
and using the two types of constraints, comparing all the pairs of the remaining alternatives, to check
Pareto efficiency, did not help to eliminate a lot of alternatives (considering weights uncertain and value
functions with unknown parameters it was not possible to eliminate any alternative). Comparing the
alternatives which can be better than the compromise and can be Pareto efficient, and trying to see which
of these alternatives can maximize the sum of the values, did not give any additional information. In
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Values known Linear value function Value function with unknown
Constraints (6) | Constraints (6)+(7) Constraints (5) | Constraints (6)+{7) Constraints (6) | Constraints (6)+(7)
Alternatives| | Nelson | Amstore | Nelson | Amstore Nelson | Amstore | Nelson | Amstore Nelson | Amstore [ Nelson | Amstore
1 X X X X X X
2 X X X X X X
3 X X X X X X
4 X X X X X X
B X X X X X X
6 X X X X X X
7 X X X X
8 X X X X X X
9 X X X X X X
10 X X X X X
11 X X X X X
12 X X X X
13 X X X X
14 X X X
15 X X X X X X
16 X X X X X X
17 X X X X X X
18 X X X X X X
19 X X X X X X
20 X X X X X X
21 X X X X
22 X X X X
23 X X X X
24 X X X X
35 X X
26 X X
27 X X
28
29 X X X X X X
30 X X X X X X
31 X X X X X X
32 X X X X X X
33 X X X X
34 X X
35
36 X X
37 X X
38 X X
39 X X X X X
40 X X X X
a1 X X X X
a2 X X X X X X
23 X X X X X X
24
a5 X X X X X X
26 X X X X X X
a7 X X X X X X
a8 X X X X X X
49 X X X X X X
50 X
51 X X X X X X
52 X X X X X X
53 X X X X X X
54 X X X X X X
55 X X X X X X
56 X X X X X X
57 X X
58 X X X X X X
59 X X X X X X
60 X X X X X X
61 X X X X X X
62 X X X X X X
63 X X X X X X
64 X X X
65 X X X X X X
66 X X X X X X
67 X X X X X X
68 X X X X X X
69 X X X X X X
70 X X X X X X

Table 7: Alternatives that are surely better than the compromise.

this case, in the end of the analysis, the mediator would have a set with 15 alternatives to recommend
to the negotiators. Note that this is the case in which more information is required from negotiators.
Even in this case, comparing the non-eliminated alternatives to check Pareto efficiency and seeing what
alternatives can be optimal according the criterion maximizing the sum of the values did not give a lot of
additional information, so we did not repeat this analysis for the other cases. As presented in Section 3.4
this approach can be a good starting point, eliminating alternatives surely worse than the compromise
for both parties. To recommend one alternative, between the remaining alternatives, it is better to use
one of the other two approaches.

4.3 Central Parameters Approach

The central parameters approach consists in inferring a representative combination of the parameters
values, from the sets of admissible values, and use these values to find alternatives that are better for
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both parties than the compromise solution, are efficient and optimal according to a mediation criterion.
In this subsection we consider two cases of central parameter vectors: vectors obtained solving a linear
problem of the type (16) maximizing the minimal slack (therefore called “LP” or “inferred” vectors) and
vectors obtained approximating the centroids (therefore called “centroid” vectors). To approximate the
centroids we averaged 5000 parameter vectors generated in a Monte-Carlo simulation (the same vectors
will be used in Section 4.4).

In Table 8 it is possible to compare the LP weights and the centroid weights, for Nelson and for
Amstore, considering the three types of incomplete information and considering the constraints of type
(6) and (6)+(7). To simplify the comparison of parameter vectors, we also calculated the Euclidean
distance between the true and the LP weights and between the true and the centroid weights.

Table 9 shows the results considering the Central Parameters Approach, using the LP parameter
values and the centroid parameter values. In this table it is possible to see: which alternatives are better
than the compromise solution for Nelson, for Amstore, and for both; which of the alternatives that are
better for both parties than the compromise solution are not efficient; which alternative maximizes the
sum of the values and which alternative maximizes the minimal PoP. The presented results were obtained
without using the process interactively.

Values Known

Constraints (6) Constraints (6) +(7)
TRUE weights Nelson Amstore Nelson Amstore
Nelson | Amstore | inferred | centroid | inferred | centroid | inferred | centroid | inferred | centroid
Wy 0.6 0.7 0.6316 0.5261 0.7339 0.7176 0.6316 0.5482 0.7339 0.7191
W, 0.2 0.1 0.1579 0.2093 0.0242 0.0532 0.1579 0.1992 0.0242 0.0553
Wy 0.2 0.2 0.2105 0.2645 0.2419 0.2292 0.2105 0.2526 0.2419 0.2256

Euclidean Distance 0.0537 0.0985 0.0920 0.0579 0.0537 0.0738 0.0930 0.0549

Linear value function

Constraints (6) Constraints (8) +(7)
TRUE weights Nelson Amstore Nelson Amstore
Nelson | Amstore | inferred | centroid | inferred | centroid | inferred | centroid | inferred | centroid
Wy 0.6 0.7 0.6667 0.6150 0.6957 0.7305 0.6471 0.5824 0.6957 0.7113
Wy 0.2 0.1 0.1334 0.21%4 0.0435 0.0971 0.1588 0.2347 0.0435 0.1073
Wy 0.2 0.2 0.2000 0.1656 0.2609 0.1724 0.1541 0.1829 0.2609 0.1808

Euclidean Distance 0.0943 0.0422 0.0832 0.0412 0.0628 0.0425 0.0832 0.0237

Value function with unknown parameter

Constraints (6) Constraints (6) +(7)
TRUE weights Nelson Amstore Nelson Amstore
Melson | Amstore | inferred | centroid | inferred | centroid | inferred | centroid | inferred | centroid
Wy 0.6 0.7 0.5769 0.5486 0.7018 0.6891 0.5769 0.5671 0.5769 0.7289
W 0.2 0.1 0.1923 0.2059 0.0861 0.0613 0.1923 0.1932 0.1923 0.0630
Wy 0.2 0.2 0.2308 0.2455 0.2121 0.2495 0.2308 0.2389 0.2308 0.2082

Euclidean Distance 0.0392 0.0689 0.0185 0.0638 0.0392 0.0514 0.0392 0.0477

Table 8: Comparison of the LP weights and the centroid weights.

4.3.1 Only weights uncertain, values known

In the first case of central parameters vectors, we have inferred the weights solving the LP (16) for each
party. For example, for Nelson we have VN (2(670) < VN (2(79) & w{ %100 +wd * 100+ 0.75 xwl 100 <
0.6667 * wl x 100 + wd % 100 + wi * 100. So, one of the constraints we include in the linear problem
is: (1 —0.6667) % w + 0% wd + (0.75 — 1) * w) + AN < 0 (remember that 2(67)=(12, basic, 23) and
(7= (11, basic, 26)).
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Values Known

Constraints (6) Constraints (6) +(7)
Alternatives: inferred centroid inferred centroid
Better for Nelson than the compromise |38-42, 45-56, 58-70 | 25-28, 34-35, 37-42, 45-56, 58-70 | 38-42, 45-56, 58-70 | 25-28, 34-35, 37-42, 45-56, 58-70
Better for Amstore than the compromise| 1-34, 36-41, 43 1-34, 36-41, 43 1-34, 36-41, 43 1-34, 36-41, 43
Better for both than the compromise 38-41 25-28, 34 37-41 38-41 25-28, 34 37-41
Mot Efficient none 34and 37 none 34 and 37
Best considering the sum 39 25 39 25
Best considering the PoP 39 33 39 38

Linear value function

Constraints (6) Constraints (6) +(7)
Alternatives: inferred centroid inferred centroid
Better for Melson than the compromise 39-42,45-70 27-28, 37-42, A5-56, 58-70 35, 38-42, 45-70 25-28, 36-42, 45-56, 58-70
Better for Amstore than the compromise| 1-33, 36-39, 43, 50 1-41, 43 1-33, 36-39, 43, 50 1-41, 43
Better for both than the compromise 39 and 50 27-28, 37-41 38-39, 50 25-28, 36-40
Not Efficient none 28 none 25
Best considering the sum 50 39 50 27
Best considering the PoP 39 38 39 37

Value function with unknown parameter
Constraints (6) Constraints (6) +(7)

Alternatives: inferred centroid inferred centroid

Better for Nelson than the compromise |24-28, 37-42,45-70| 25-28, 35, 37-42, 45-56, 58-70 | 24-28, 37-42,45-70 | 25-28, 35, 37-42, 45-56, 58-70

Better for Amstore than the compromise| 1-34, 36-38, 43 1-34, 36-40, 43 1-34, 36-38, 43 1-41, 43
Better for both than the compromise 24-28,37-38 27-28, 37-40 24-23,37-38 25-28, 35, 37-41
Mot Efficient 37and 38 37 37and 38 35,37 and 33
Best considering the sum 24 25 24 25 and 26
Best considering the PoP 26 27 26 28

Table 9: Results of the Central Parameters Approach.

Considering the constraints regarding the sequence of proposals, for Nelson a better approximation
is obtained considering the LP weights, while for Amstore it is the opposite and the centroid weights
provide better results. Using the LP weights, between the alternatives that are efficient and better for
both parties than the compromise solution, alternative 39 is the one which maximizes the sum of the
values and also the minimal PoP. Remember that alternative 39 is in reality better for both parties than
the compromise solution and it is efficient. Alternative 39 is the one which in reality maximizes the sum
of the values and alternative 38 is the one which in reality maximizes the minimal PoP. Alternatives 27,
28 and 37 that in reality are better for both parties than the compromise solution did not appear here
as being better for both parties; the opposite happened with alternative 41. Using the centroid weights,
alternative 25 is the one which maximizes the sum of the values, and alternative 38 is the alternative
which maximizes the minimal PoP. Note that alternative 25 is, in reality, one of the two alternatives
that maximizes the sum of the values, but it is not better for Nelson than the compromise solution,
so probably, Nelson would not accept this alternative. If this happens it is necessary to include the
constraint VN (%) < VN(z(49) and compute a new centroid. With this new centroid, alternatives 28,
34 and 38-41 are pointed as being better for both parties than the compromise solution. Between these,
the alternative 39 is pointed as maximizing the sum of the values and the minimal PoP.

Considering the constraints regarding the sequence of proposals and the equivalence of alternatives,
and considering the LP weights, the results are exactly the same. It is not surprising that we get the
same results, since we still use the true values here and the constraints regarding the equivalence of
alternatives are based on alternatives which have the same value (based on the true weights, which are
close to the weights we get from the model, and the true values), and we did not include the slack,
AKX in the equivalence constraints. Considering the centroid weights the results are exactly the same
although the weights are somewhat different. The Euclidean distances are smaller considering both types
of constraints.
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4.3.2 Weights uncertain, value function assumed to be linear

Except for Nelson, and using the LP weights, the Euclidean distances are smaller considering linear value
functions than considering the true values as knwon.

Considering the constraints regarding the sequence of proposals, and using the LP weights, alternative
50 is the one which maximizes the sum of the values, and alternative 39 is the alternative which maximizes
the minimal PoP. Note that alternative 50 is worse for Amstore than the compromise solution and it is
not efficient, so, probably, Amstore would not accept this alternative. If this happens, it is necessary
to include the constraint VA (x(°?)) < VA(2(41)) and infer again the weights for Amstore. With these
new weights alternative 39 is the only one pointed as being better for both parties than the compromise
solution. Using the centroid weights, alternative 39 is the one which maximizes the sum of the values,
and alternative 38 is the alternative which maximizes the minimal PoP.

Considering the constraints regarding the sequence of proposals and the equivalence of alternatives,
and using the LP weights, alternative 50 is the one which maximizes the sum of the values, and alternative
39 is the alternative which maximizes the minimal PoP. Using the centroid weights,

alternative 27 is the one which maximizes the sum of the values, and alternative 37 is the alternative
which maximizes the minimal PoP.

4.3.3 Weights uncertain, value function with unknown parameter

In Figure 4 it is possible to compare the true values, the LP and the centroid values, for Nelson and
Amstore, considering the constraints regarding the sequence of proposals. As it is possible to see in the
figures, the centroid value functions are closer to the true value function than the LP value functions (this
is just opposite as for the weights). Note that the shape of the centroid values function did not really
depend on the value of c. Considering another value for ¢ (e.g., ¢ = 20) the centroid value functions are
very similar to those we obtained considering ¢ = 5.

Considering the constraints regarding the sequence of alternatives, and using the LP weights and val-
ues, alternative 24 is the one which maximizes the sum of the values, and alternative 26 is the alternative
which maximizes the minimal PoP. Note that Nelson should not accept these alternatives because they
have inferior value for him than the compromise solution. It is necessary to solve again the linear problem
and infer new weights and new values, including the two additional constraints. Inferring the weights
with the two new constraints, alternative 38 is the only one pointed as being better for both parties than
the compromise solution. Using the centroid weights and values, alternative 25 maximizes the sum of the
values, and alternative 27 maximizes the minimal PoP.

Considering the constraints of type (6)+4(7) the values are very similar to the ones obtained considering
only constraints of type (6). Once again, the centroid values are a better approximation than the LP
values. Considering the LP weights and values, the results are equal to the ones obtained considering only
the constraints regarding the sequence of alternatives. Using the centroid weights and values, alternatives
25 and 26 are the ones which maximizes the sum of the values, and alternative 28 is the alternative which
maximizes the minimal PoP. If the objective is to maximize the sum of the values, probably Nelson
would not accept neither alternative 25 nor alternative 26, because these alternatives are worse for him
than the compromise solution. If this happens it is possible to include two new constraints and generate
again the weights and values. The alternatives pointed as being better than the compromise solution are
alternatives 37-41. Between these alternatives, alternatives 38, 39 and 40 maximize the sum of the values
and alternative 39 maximizes the minimal PoP.

4.3.4 Some comments

Considering the values are known, it would always possible to advice negotiators with an efficient alter-
native, better for both parties than the compromise solution. However, in some cases these alternatives
would not be found directly, but it would be necessary to use the process interactively and include new
constraints in the problem after first proposals are rejected by the negotiators. In such cases the in-
formation which is initially available is not sufficient and additional information must be acquired by
interaction with the negotiators. The results considering the centroid weights and the LP weights were
not very different, and using constraints of type (6) or of type (6)+(7) gave exactly the same results.
Using the three types of incomplete information, and inferring the vectors solving the LPs, the set of
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Figure 4: Comparison of the true values, the LP values and the centroid values - value function with
unknown parameter (constraints of type (6)).

alternatives recommended as being better for both parties than the compromise solution did not include
all the alternatives that are in reality better for both parties. This never happened considering the cen-
troid vectors. The results are very similar considering only constraints of type (6) and constraints of
type (6)+(7). Both solving the LPs and approximating the centroids, there are cases where alternatives
that in reality are efficient were pointed as not being efficient. The opposite also happened. Centroid
values seem to be closer to the true parameters than the LP values. This is not really surprising, since
the max-min LP optimizes only the smallest slack, ignoring the slacks for the remaining constraints.

4.4 Domains Approach

Our implementation of the domains approach is based on a simulation, in which one generates a large
number of random instances of the two negotiators’s parameter values, satisfying all the constraints.
In our experiments, we generated 5000 such parameter vectors. For each vector, we determined which
alternatives were better than the compromise solution for both negotiators, which alternatives were
efficient and which alternative was optimal according to each mediation criterion. We considered the
three types of incomplete information and the constraints of type (6) and (7). In all the cases, we started
eliminating not only alternatives for which the probability of being better than the compromise solution
for both parties was equal to 0, but also other alternatives for which this probability was lower than 0.05.

In Table 10 it is possible to see the probability of each alternative being better than the compromise
one for Nelson, for Amstore and for both parties. Since parameter vectors generated for the two parties
are independent random variables, the probability that an alternative is better than the compromise
for both parties is equal to the product of the probabilities for the two parties. Table 11 shows the
probability of each alternative being efficient. For this analysis, we consider an alternative as not efficient
if it is dominated by any other alternative. One could also calculate efficiency considering only dominance
by non-eliminated alternatives, but we consider the fact that an alternative is dominated by any other
alternative as important, even when the dominating alternative is eliminated because e.g. it is worth less
than the compromise to one party.

Tables 12 and 13 refer to the probability of each alternative being the best according the criterion sum
of the values and to the probability of each alternative being the best according the criterion minimal PoP,
respectively. In all these tables we present the results obtained considering constraints of type (6) and
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results obtained considering constraints of type (6) + (7), and the three types of incomplete information.

Values known Linear value function Value function with unknown parameter
Constraints (6) Constraints (6)+7) Constraints (6) Constraints (6)+{7) Constraints (6) Constraints (6)+(7)
Alternatives| Both | Nelson |Amstore| Both | Nelson | Amstore Both | Nelson | Amstore| Both | Nelson | Amstore Both | Nelson |Amstore| Both | Nelson | Amstore
9 0.0502 | 0.0502 1
10 0.0840 | 0.0840 1 0.0612 | 0.0612 1 0.0866 | 0.0866 1
11 0.1460 | 0.1460 1 0.1024 | 0.1024 1 0.1184 | 0.11%4 1
12 0.1808 | 0.1808 1 0.1444 | 0.1444 1 0.0998 | 0.0998 1 0.1536 | 0.1536 | 0.9994
13 0.2168 | 0.2168 1 0.1886 | 0.1886 1 0.1300 | 0.1300 1 0.2002 | 0.2006 | 0.9384 | 0.0702 | 0.0702 1
14 0.2360 | 0.2360 1 0.2408 | 0.2412 | 0.9988 | 0.2824 | 0.2824 1 0.2044 | 0.2396 | 0.8630 | 0.1108 | 0.1112 | 0.9970
21 0.0502 | 0.0570 | 0.8698
22 0.1820 | 0.1820 1 0.2258 | 0.2258 1 0.1030 | 0.1030 1 0.1906 | 0.1906 1
23 0.3188 | 0.3138 1 0.1310 | 0.1310 1 0.2820 | 0.2820 1 0.2146 | 0.2146 1 0.3320 | 0.3320 1 0.1786 | 0.1788 | 0.9938
24 0.4428 | 0.4428 1 0.3514 | 0.3514 1 0.3338 | 0.3338 1 0.3450 | 0.34%0 1 0.4316 | 0.4316 | 0.9982 | 0.3564 | 0.3566 [ 0.9996
23 0.5548 | 0.3548 1 0.5856 | 0.3836 1 0.3862 | 0.3898 | 0.9883 0.6428 | 0.6752 | 0.9372 0.5462 | 0.5486 | 0.9944 | 0.5512 | 0.3518 | 0.9388
26 0.6580 | 0.6580 1 0.7038 | 0.7038 1 0.4348 | 0.4604 | 0.9458 | 0.6428 | 0.6752 | 0.9504 0.6376 | 0.6500 | 0.9834 | 0.7154 | 0.7206 | 0.9920
27 0.7678 | 0.7678 1 0.8268 | 0.8268 1 0.4746 | 0.5272 | 0.8346 | 0.7176 | 0.8106 | 0.8856 0.6954 | 0.7376 | 0.9462 | 0.8192 | 0.8344 | 0.9812
28 0.8272 | 0.8292 | 0.9930 | 0.8552 | 0.8552 1 0.5126 | 0.6142 | 0.8300 | 0.7410 | 0.9132 | 0.8134 0.5272 | 0.7928 | 0.6664 | 0.83058 | 0.5004 | 0.8934
33 0.3358 | 0.3358 1 0.2208 | 0.2208 1 0.1246 | 0.1518 | 0.8140 | 0.1204 | 0.1224 | 0.9842
34 07172 | 0.7172 1 0.4534 | 0.4534 1 0.1900 | 0.2360 | 0.8150 | 0.2458 | 0.2816 | 0.8832 0.2618 | 0.4556 | 0.5752 | 0.3624 | 0.4082 [ 0.8800
33 0.2396 | 0.8758 | 0.2746 | 0.2254 | 0.6408 | 0.3430 0.2748 | 0.4246 | 0.6614 | 0.3532 | 0.2620 | 0.6352 0.1774 | 0.6722 | 0.2648 | 0.27062 | 0.6230 | 0.4428
36 0.3512 | 0.3512 1 0.2422 | 0.2422 1 0.5492 | 0.6064 | 0.9024 | 0.7476 | 0.8350 | 0.8974 0.3774 | 0.3962 | 0.9612 | 0.3272 | 0.3370 | 0.9710
37 0.7076 | 0.7076 1 0.8506 | 0.8506 1 0.5848 | 0.6954 | 0.8342 | 0.7984 | 0.9816 | 0.8136 0.5946 | 0.6510 | 0.9192 | 0.6448 | 0.6790 | 0.9478
38 0.9870 | 0.9870 1 1 1 1 0.5792 | 0.7716 | 0.7483 | 0.7026 1 0.7026 0.6552 | 0.8130 | 0.8092 | 0.7872 | 0.8742 | 0.9018
39 1 1 1 1 1 1 0.5848 | 0.8338 | 0.6532 | 0.5630 1 0.5630 0.6158 | 0.9286 | 0.6640 | 0.8032 | 0.9730 | 0.8256
40 1 1 1 1 1 1 0.5190 1 0.5150 | 0.4206 1 0.4206 0.4696 | 0.9876 | 0.4750 | 0.7026 | 0.9968 [ 0.7044
41 0.6932 1 0.6932 | 0.6430 1 0.6430 0.3978 1 0.3978 | 0.2828 1 0.2828 0.3142 1 0.3142 | 0.5064 1 0.5036
42 0.3090 1 0.3090 | 0.1854 1 0.1854 0.1470 1 0.1470 | 0.1806 1 0.1806
50 0.0910 | 0.9928 | 0.0920 | 0.0%02 1 0.0902 0.1046 | 0.8544 | 0.1196 | 0.0670 | 0.9490 [ 0.0690

Table 10: Probability of each alternative being better than the compromise one (not displaying the
alternatives for which the probability of being better, for both parties, than the compromise solution is
lower than 0.05).

Values known Linear value function Value function with unknown parameter|
Alternatives) Constraints (6) | Constraints (6)+{7) Constraints (6) | Constraints (6)+({7) Constraints (6) Constraints (6)+{7)

9 0.6202

10 0.9234 0.8446 0.4838

11 0.8788 0.8510 0.3624

12 0.6178 0.7530 0.8974 0.2596

13 0.7040 0.8012 0.1708 0.2484
14 0.6644 0.7694 0.0570 0.0928
21 0.0308

22 0.3216 0.5596 0.4736 0.6372

23 0.9128 0.9972 0.6210 0.5696 0.8662 0.8636
24 0.9954 1 0.7164 0.7392 0.3028 0.9280
25 0.9938 1 0.8510 0.9714 0.9156 0.9638
26 0.9964 1 0.7530 0.8874 0.3006 0.9550
27 0.9580 0.9724 0.7040 0.8012 0.8432 0.5140
28 0.0044 0.6644 0.7634 0.5116 0.6636
33 0.0682 0.0100 0.0718 0.0234
34 0.0036 0.1584 0.0334 0.0640 0.0296
35 0.1708 0.0320 0.0178 0.0062
36 0.5596 0.4736 0.1610 0.1440
37 0.3108 0.5592 0.6210 0.5696 0.3372 0.3168
38 0.9954 1 0.7164 0.7392 0.4574 0.4484
39 0.9998 1 0.8510 0.9714 0.5874 0.6256
40 1 1 0.7530 0.8974 0.6310 0.7890
41 0.9938 1 0.7040 0.8012 0.6072 0.8728
42 0.6646 0.7696 0.3408 0.5834
50 0.5596 0.4736 0.2002 0.1122

Table 11: Probability of each alternative being efficient.

4.4.1 Only weights uncertain, values known

Considering the constraints regarding the sequence of proposals, and eliminating the alternatives with
probability of being better than the compromise solution for both parties lower than 0.05, we reduce
the set of the alternatives to 21 alternatives (30% of the initial number of alternatives). The set of the
non eliminated alternatives is very similar to the one obtained using the extreme parameters approach.
Remember that the alternatives that in reality are better for both parties than the compromise solution



Values known Linear value function Value function with unknown parameter
Alternatives Constraints (6) | Constraints (6)+(7) Constraints (6) | Constraints (6)+{7) Constraints (6) | Constraints (6)+{7)

9 0.0125 0.0011

10 0.0225 0.0004

11 0.0209 0.0113 0.0032

12 0.0109 0.0226 0.0045

13 0.0109 0.0241 0.0055 0.0077
14 0.1276 0.2028 0.0008 0.0028
21 0.0019

22 0.0956 0.0134 0.0078

23 0.0216 0.0283 0.0739 0.0238
24 0.0153 0.0442 0.0880 0.0598
25 0.5548 0.5856 0.0158 0.0371 0.1474 0.1200
26 0.0528 0.0330 0.0131 0.0409 0.1695 0.2240
27 0.0038 0.0125 0.0329 0.1703 0.2583
28 0.1752 0.3001 0.0230 0.0413
33 0.0024 0.0081 0.0014
34 0.0140 0.0027 0.0146 0.0020
35 0.0614 0.0031 0.0028

36 0.1637 0.1674 0.0066 0.0039
37 0.0254 0.0363 0.0562 0.0563
38 0.0238 0.0036 0.0566 0.0572
39 0.3862 0.3814 0.0251 0.0031 0.0626 0.0620
40 0.0151 0.0029 0.0454 0.0448
41 0.0122 0.0027 0.0342 0.0336
42 0.0872 0.0122 0.0023 0.0004
50 0.0178 0.0021 0.0091 0.0006

Table 12: Probability of each alternative being the best according the criterion sum of the values.

Values known Linear value function Value function with unknown parameter
Alternatives) Constraints (6) | Constraints (6)+{7) Constraints (6) | Constraints (6)+{7) Constraints (6) Constraints (6)+{7)

13 0.0002

21 0.0011

23 0.0192 0.0248 0.0206 0.0041
26 0.0094 0.0159 0.0420 0.0882 0.0163
27 0.1064 0.0084 0.0371 0.0648 0.2482 0.1392
28 0.1523 0.2927 0.1700 0.3067
33 0.0070 0.0002
34 0.0004 0.0179 0.0040 0.0136 0.0028
33 0.0567 0.0021 0.0042 0.0008
36 0.0833 0.0652 0.0144 0.0110
37 0.0028 0.1311 0.1170 0.0748 0.0556
38 0.2258 0.1830 0.1441 0.2013 0.1067 0.1260
39 0.4672 0.6902 0.1406 0.1539 0.1028 0.1647
40 0.1380 0.1124 0.1007 0.0312 0.799 0.1160
41 0.0632 0.0011 0.0542 0.0560
42 0.0326 0.0115 0.0006
50 0.0058 0.0025

Table 13: Probability of each alternative being the best according the criterion minimal PoP (compromise
as reference).

are alternatives 27, 28, 37, 38, 39 and 40. All these alternatives exhibit high probabilities (higher than
0.70) of being better than the compromise solution for both parties. Considering the criterion maximizing
the sum of the values, the two alternatives with highest probabilities are alternatives 25 (with probability
equal to 0.5548) and 39 (with probability equal to 0.3862). Remember that these two alternatives are
the ones that in reality maximize the sum of the values. For alternative 39 the probability of being
better than the compromise solution is equal to 1 and the probability of being efficient is equal to 0.9998.
The probability of alternative 25 being efficient is also equal to 0.9998, but only in 55.48% of the cases
this alternative is better for both parties than the compromise solution. In this case we consider that
alternative 39 is the best option for the mediator to propose. Considering the criterion maximizing
the minimal PoP, alternative 39 has the highest probability (0.4672). Also considering the criterion
maximizing the minimal PoP, the mediator should suggest alternative 39. Note, however, that the
alternative that in reality maximizes the minimal PoP is alternative 38 which presents here a probability,
of maximizing the minimal PoP, equal to 0.2258. The real minimal PoP of alternative 39 is equal to 0.54
(vs. 0.64 for alternative 38).

Considering constraints of type (6) + (7), we retain about 22% of the alternatives (15 alternatives).
All the alternatives that, in reality, are better for both parties than the compromise solution present high
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probabilities (above 0.82). The alternatives that in reality are better for both parties than the compromise
solution are the ones with highest probabilities, which is an improvement to the results obtained when
considering only the sequence of proposals. Considering the criterion maximizing the sum of the values,
the two alternatives with highest probabilities are also alternatives 25 (with probability equal to 0.5856)
and 39 (with probability equal to 0.3814).

Considering the criterion maximizing the minimal PoP, alternative 39 is the one with highest probabil-
ity (0.6902). Alternative 38 (the really best alternative considering this criterion) presents a probability
equal to 0.1890. Once again we consider that given these results the mediator should suggest alternative
39.

4.4.2 Weights uncertain, value function assumed to be linear

Considering only the sequence of proposals it is possible to eliminate 58 alternatives (i.e, about 32%
of the initial number of alternatives are retained). The alternatives that in reality are better for both
parties than the compromise solution do not present high probabilities (between 0.4746 and 0.5848),
however these alternatives are the ones which present highest probabilities. Considering the criterion
maximizing the sum of the values, there are 23 alternatives that can be optimal considering this criterion
(but only 6 of them with probability higher than 0.05). The three alternatives with highest probabilities
are alternative 14 (with probability equal to 0.1276), alternative 28 (with probability equal to 0.1752)
and alternative 36 (with probability equal to 0.1637). Ounly in 24.08% of the cases alternative 14 is better
than the compromise solution for both parties. The corresponding percentage is equal to 51.26% for
alternative 28 and equal to 54.92% for alternative 36. The probabilities of alternatives 14, 28 and 36
being efficient are equal to 0.6644, 0.6644 and 0.5596, respectively. Note that, in reality, alternatives 14
and 36 are not better for both parties than the compromise solution, neither efficient. Alternative 28 is
better for both parties than the compromise solution but it is not efficient. If the mediator suggest these
alternatives, the negotiators will probably chose alternative 28 because it is the only one that is better
for both parties than the compromise solution.

Alternatives that appeared as being the best according to the sum of the values, and considering known
values, have probabilities lower than 0.05. Alternatives pointed here as the ones with highest probabilities
of being the best ones have probability equal to zero considering known values. This happens because
when we approximate the values using linear value functions we are using an inferior value in all the
cases except for the highest and lowest value in each issue. In Table 14 it is possible to see the difference
between the true value of each issue level and the linear value. Alternatives that have extreme levels
are the ones for which the loss of value caused by the linear approximation is smallest. The opposite
happens with alternatives with levels that are in the middle of the scale. Alternatives 25 (10.5; basic;
23) and 39 (11; basic; 23) lose a lot with this approximation, which does not happen for alternatives 14
(10; basic; 26), 28 ( 10.5; basic; 26) and 36 (11; basic; 20). Alternative 44 (the compromise) is one of the
alternatives that loses with the linear approximation. Hence, using the linear approximation, alternative
44 looks worse than what it really is.

Thus, the linear approximation of value functions creates a systematic bias in favor of alternatives
having extreme values in at least some attributes. However, it should be noted that this bias is a result
of our assumption that value functions are concave. For convex value functions, the bias would work in
the opposite direction and favor alternatives having values in the middle of the possible range.

Considering the criterion maximizing the minimal PoP, there are 14 alternatives that can maximize
the minimal PoP (8 of them with probability superior than 0.05). The four alternatives with highest
probabilities are alternative 28 (with probability equal to 0.1523), alternative 37 (with probability equal
to 0.1311), alternative 38 (with probability equal to 0.1441) and alternative 39 (with probability equal to
0.1406). The percentage of cases where these alternatives are better for both parties than the compromise
solution are 51.26%, 58.48%, 57.92% and 58.48%, respectively. The probability of alternatives 28, 37, 38
and 39 being efficient are equal to 0.7040, 0.6644, 0.7164 and 0.8510, respectively. All these alternatives
are, in reality, better for both parties than the compromise solution and only alternative 28 is not efficient.
Between these four alternatives it is not easy to known what alternative the mediator should suggest.

The results are not very different considering only constraints of type (6) and considering constraints
of type (6) + (7). So we will not comment on the second results.
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Difference of values
Issue Level Nelson
Price 10 0 0
105 01667  0,1071
11 01667 01429
11,5 0,667  0,1071

12 0 1]

Design  Basic 0 0
Improved 0 0

Time 20 0 0

21 02333 01167
22 02667 02333
23 025 03
24 01833 02667
25 01167 0,1833
26 0 0

Table 14: Difference between the true values and the linear values.

4.4.3 Weights uncertain, value function with unknown parameter

Considering only the constraints regarding the sequence of proposals, the set of the alternatives is reduced
to 25 alternatives (compared to 21 alternatives considering the values to be known). The probabilities
of the alternatives that in reality are better for both parties than the compromise solution, vary between
0.4696 and 0.6954. There are alternatives that are pointed as being better than the compromise solution
for both parties that did not appear considering known values, but these alternatives have low probabil-
ities. Between the 25 alternatives that have positive probability of being the best according the sum of
the values (8 of them with probability superior than 0.05), alternatives 25, 26 and 27 have the highest
probabilities (alternative 25 with probability equal to 0.1474, alternative 26 with probability equal to
0.1695 and alternative 27 with probability equal to 0.1703). The probability of these alternatives being
better than the compromise solution for both parties are equal to 0.5462, 0.6376 and 0.6954, respectively.
The probabilities of being efficient are 0.9156, 0.9006 and 0.8432, respectively. Remember that all these
alternatives have positive probability of maximizing the sum of the values considering known values, but
the probabilities are now quite lower. Alternatives 25, 26 and 27 are efficient but only alternative 27 is
better for both parties than the compromise solution. If the mediator suggest these three alternatives
to the negotiators they probably will agree and chose alternative 27 because it is the only one that is
better for both parties than the compromise solution. Note that alternative 39, pointed as being the best
considering known values, has in this case a very low probability equal to 0.0626. There are 17 alter-
natives that can maximize the minimal PoP (8 of them with probability superior than 0.05). Between
these alternatives, alternative 27 is the one with highest probability (probability equal to 0.2482). This
alternative also has a positive probability considering known values.

Considering the constraints regarding the sequence of proposals and the equivalence of alternatives,
there are 19 alternatives with positive probability of being better for both parties than the compromise
solution (comparing with the 15 considering known values). The probabilities of alternatives 27-28, 37-40
being better for both parties than the compromise solution, vary between 0.6448 and 0.8192. If the
objective is to maximize the sum of the values, there are 18 alternatives with positive probability (7 of
them with probability superior than 0.05). The alternatives with highest probabilities are alternatives
26 and 27 (with probabilities equal to 0.2240 and 0.2583, respectively). Note that alternative 27 has
probability equal to zero of maximizing the sum of the values, considering known values. Alternative
26 has probability equal to 0.7154 of being better for both parties than the compromise solution, and
probability equal to 0.9550 of being efficient. The corresponding probabilities for alternative 27 are
0.8192 and 0.9140, respectively. Alternative 28 is the one which has highest probability of maximizing
the minimal PoP (with probability equal to 0.3067), between the 14 alternatives with positive probability
(6 of them with probability superior than 0.05). Alternative 28 has probability equal to zero considering
known values. The probability of alternative 28 being better for both parties than the compromise
solution is 0.8058 and the probability of being efficient is equal to 0.6636. In reality this alternative is
better for both parties than the compromise solution but it is not efficient. Alternatives 27, 38, 39 and
40 also appear with high probabilities of maximizing the minimal PoP.
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4.4.4 Some comments

Considering the domains approach the results are very different according to the type of the (incomplete)
information used. Considering known values, it was always possible to advise negotiators with an efficient
alternative better for both parties than the compromise solution. Considering an approximation of the
values using linear value functions, the suggestions obtained are different from the true optimal alterna-
tives, mainly considering the criterion maximizing the sum of the values. Considering value functions
with unknown parameters, the results are better than the ones obtained using linear value functions
but not so good (obviously) as the ones obtained considering known values. In this last case, it may
happen that the suggested alternative is not efficient, or that the set of the suggested alternatives contain
alternatives that are not better for both parties than the compromise solution. Considering the two
types of constraints at the same time the results are improved (e.g., minimizing the number of suggested
alternatives), but not by much. In all the cases, the sets of the retained alternatives are very similar
considering the extreme parameters approach and considering the domains approach. However, in the
domains approach it is always possible to recommend one alternative, which does not happen considering
the extreme parameters approach. If one, or both, negotiators do not agree with the suggested alternative
it is possible to include new constraints and to calculate again the probabilities.

4.5 Comparison of the recommendations provided by the different approaches

In Tables 15 and 16 it is possible to compare the results of the three approaches considering known
values and considering value functions with unknown parameters, respectively, and using the constraints
of type (6)+(7). We do not present the results using linear value functions because, as we have already
explained, the results were not very promising. We choose to present the results using the two type
of constraints at the same time because the results are better than the ones obtained considering only
constraints regarding the sequence of alternatives. The results presented in the tables are the ones which
we obtain without using the approaches interactively.

Considering known values, in all the approaches, the mediator should recommend alternative 39. With
the central parameters approach and the centroid weights it is possible to come to this conclusion after
using the approach interactively. Alternative 39 is in reality better for both parties than the compromise
solution and it is efficient.

Considering value functions with unknown parameters, and using the extreme parameters approach
it is only possible to recommend a set of 25 alternatives that can be better for both parties than the
compromise solution, can be efficient and can maximize the sum of the values. Considering the central
approach and solving the LPs it is possible to recommend alternative 38 (after using the approach
interactively), both in the criterion maximizing the sum of the values and the criterion maximizing the
minimal PoP. This alternative is in reality better for both parties than the compromise solution and
efficient. Using the centroid values and weights if the objective is to maximize the sum of the values the
mediator should suggest alternatives 38, 39 and 40, if the objective is to maximize the minimal PoP the
mediator should suggest alternative 39 (after using the approach interactively). All these alternatives are
efficient and better for both parties than the compromise solution. Considering the domains approach,
if the objective is to maximize the sum of the values the mediator should suggest alternatives 26 and 27
(both alternatives are efficient, but alternative 26 is not better for Nelson than the reservation level), if
the objective is to maximize the minimal PoP the mediator should suggest alternative 28 (but in reality
this alternative is not efficient).

4.6 No compromise is reached (yet)

If a compromise has not been reached, the minimum defined by the last offers from each negotiator will
be considered as the reference level. In this subsection we illustrate how the approaches can be used
before reaching a compromise, using the domains approach and considering known values.

We consider that the last two offers on the table are alternative 32, for Amstore and alternative 46, for
Nelson. The reference point used instead of the compromise is a fictitious alternative yielding V'~ (:1:(32)),
for Nelson and VA(I(46)), for Amstore. Alternatives that in reality are better for both parties than the
reference point are alternatives: 24-28, 33-41 and 44-45. In Table 17 it is possible to see the sum of the
values and the minimal PoP of the alternatives better than the reference point for both parties.
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Concept / Approach

Extreme

Central

Domains

Comparison to reference

point in value space

1. identify alternatives which are surely better than
the compromise for both negotiators: alternative 39
2. eliminate alternatives which are surely worse than
the compromise for one negotiator:

alternatives 1-11, 15-21, 29-32, 43-49, 51-70

3. identify alternatives which are better than the
compromise for both negotiators:
LP - alternatives 38-41

centroid - alternatives 25-28, 34, 37-41

4. Identify alternatives with probability superior
than 50% of being better than the compromise
solution for both parties:

alternatives 25-28, 37-41

Pareto Efficiency

5. identify alternatives that are surely Pareto efficient:
nene
6. identify alternatives that are surely not Pareto

efficient: alternatives 13, 14, 24, 35, 36, 50

7. identify alternatives which are Pareto efficient:
LP - alternatives 38-41

centroid - alternatives 25-28, 38-41

5. identify the probability that each alternative
is Pareto efficient:

alternatives 25-26, 38 - 41 (1)

alternative 27 (0.9724), alternative 37 (0.5592)

Optimal alternative

using mediation criterion

9. identify alternatives wich are surely optimal for
the sum of the values: none
10. identify alternatives wich might be optimal for

the sum of the values: alternatives 12, 22-28, 33, 37-42

8. identify alternatives which are optimal for the
mediation criterion:

LP sum, LP PoP - alternative 39

centroid sum - alternative 25

centroid PoP - alternative 38

6. find the probability that each alternative is
optimal for the mediation criterion:

sum - alternatives 25 (0.5856) and 39 {0.3814)
PoP - alternative 39 (0.6902)

Mediator Recommendation

alternative 39

LP sum, LP PoP - alternative 39
centroid sum - alternative 25

centroid PoP - alternative 38

sum and PoP - alternative 39

Table 15: Comparison of the three approaches considering known values and using constraints of type

(6)+(7).

Concept / Approach

Extreme

Central

Domains

Comparison to reference

point in value space

1. identify alternatives which are surely better than
the compromise for both negotiators: none

2, eliminate alternatives which are surely worse than
the compromise for one negotiator:

alternatives 1-8, 15-20, 29-32, 43, 45-49, 51-70

3. identify alternatives which are better than the
compromise for both negotiators:
LP - alternatives 24-28, 37-38

centroid - alternatives 25-28, 35, 37-41

4. Identify alternatives with probability superior
than 50% of being better than the compromise
solution for both parties:

alternatives 25-28, 37-41

Pareto Efficiency

5. identify alternatives that are surely Pareto efficient:
none
6. identify alternatives that are surely not Pareto

efficient: none

7. identify alternatives which are Pareto efficient:
LP - alternatives 24-28

centroid - alternatives 25-28, 39-41

5. identify the probability that each alternative
is Pareto efficient:

alternatives 25 (0.9638), 26 (0.9550), 27 (0.9140),
28 (0.6636), 39 (0.6256), 40 (0.7890), 41 (0.8728)

Optimal alternative

using mediation criterion

9. identify alternatives wich are surely optimal for
the sum of the values: none

10. identify alternatives wich might be optimal for
the sum of the values:

alternatives 9-14, 21-28, 33-42, 50

8. identify alternatives which are optimal for the
mediation criterion:

LP sum - alternative 24, LP PoP - alternative 26
centroid sum - alternative 25 and alternative 26

centroid PoP - alternative 28

6. find the probability that each alternative is
optimal for the mediation criterion:

sum - alternatives 26 (0.2240) and 27 (0.2583)
PoP - alternative 28 (0.3067)

Mediator Recommendation

Not conclusive

LP sum - alternative 24, LP PoP - alternative 26
centroid sum - alternative 25 or alternative 26

centroid PoP - alternative 28

sum - alternative 26 or alternative 27

PoP - alternative 28

Table 16: Comparison of the three approaches considering the value functions with unknown parameters
and using constraints of type (6)+(7).

Considering that the sequence of proposals is the same considered previously (see Table 18). We
obtain the following restrictions of type (6):

VAED) > VAE®) > VAT > VAEEY) > VAEEY) > VA1),

We also have:

VN (@) > VN (2607) > v

VN(CC(SQ)) > VN(.T(SU),
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(53)) > VN(I(42)) > VN(x(SQ)),

(26)

(27)




[ [ Sum of the values | PoP |

2?9 135 0.08
x(25) 136 0.21
2(26) 134 0.29
227 131 0.38
2(28) 125 0.33
2(3%) 124 0.08
(34 121 0.17
2(3%) 115 0.15
2(36) 125 0.21
237 132 0.48
2(38) 135 0.44
2(39) 136 0.37
2(40) 134 0.22
21 131 0.04
249 117 0.11
2(45) 120 0.07

Table 17: Values of the alternatives that are better for both parties than the reference point, considering
the different criteria.

Amstore Nelson
PEN) 2 (70)
2(® 2(67)
207 253
£(20) 2(42)
JREI) 2(46)
2(32)

Table 18: Sequence of proposals - compromise not yet reached.

VN (@02) > v (), (28)
VN(I(BQ)) > VN( 17)),
VN (aG2) > vV (®),
VN ) > VN ),

VA1) > vA2), (29)

( (46)) > VA($(53)),
VA(I(46)) > VA(,T(G?)),
( (46)) > VA(:E(7O)).

Table 19 refers to the probability of each alternative being better than the reference point for Nelson,
for Amstore and for both parties, the probability of each alternative being the best according the criterion
sum of the values, the probability of each alternative being the best according the criterion minimal PoP
and the probability of each alternative being efficient. As it is possible to see, the results before the
compromise are very interesting, as they are similar to the corresponding results after the compromise.
This indicates that our methods are not very sensitive to the choice of a reference level.

5 Conclusions

In this paper, we have looked at three ways to deal with incomplete information in the context of
negotiations:

1. the extreme parameters approach,

2. the central parameters approach, and
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Better than the reference point
Constraints (6) Constraints (6)+7) Efficient imize the sum of the values imize the minimal PoP
Alternatives| Both | Nelson [Amstore] Both [ Nelson |Amstore Constraints (6) | Constraints (6)+7) Constraints (6) | Constraints (6)+(7) Constraints (6) | Constraints (6)+{7)

El 0.0752 | 0.0752 1 0.6142
10 0.1268 | 0.1268 1 0.7338
11 0.1694 | 0.1634 1 0.7186
12 0.2086 | 0.2086 1 0.4446
13 0.2428 | 0.2428 1
14 0.2688 | 0.2688 1 0.0654 | 0.0654 1
22 0.1512 | 0.1512 1 0.1202
23 0.3106 | 0.3106 1 0.3590 | 0.3590 1 0.6306 0.9974
24 0.4240 | 0.4240 1 0.5954 | 0.5954 1 0.8016 1
25 0.5196 | 0.5196 1 0.8070 | 0.8070 1 0.9332 1 0.5086 0.7564
26 0.6184 | 0.6184 0.9684 | 0.9684 1 0.9022 0.9986 0.0602 0.0032 0.0094
27 0.7154 | 0.7154 1 1 1 1 0.7376 0.9532 0.0140 0.1466
28 0.7748 | 0.7748 1 1 1 1
33 1 1 1 1 1 1 0.2302 0.0302 0.1384
34 1 1 1 1 1 1 0.1554 0.0840
35 0.9320 1 0.9320 | 0.90%4 1 0.9094 0.0396 0.0004
36 0.3362 | 0.3362 1 0.5574 | 0.5574 1
37 0.6254 | 0.6254 1 1 1 1 0.1816 0.5182 0.0015
38 0.8466 | 0.8466 1 1 1 1 0.5930 1 0.1297 0.2120
39 1 1 1 1 1 1 0.9332 1 0.2688 0.2404 0.3969 0.7348
40 1 1 1 1 1 1 0.9582 1 0.2030 0.0032
41 0.9178 1 0.9178 | 0.8932 1 0.8932 0.9366 1 0.0224
43 0.0830 | 0.0830 1 0.0528 | 0.0528 1 0.0642
44 0.7244 | 0.7244 1 1 1 1 0.0642
45 1 1 1 1 1 1 0.1650 0.0100
50 01378 | 0.7154 | 0.1964 | 0.1862 1 0.1862
51 0.1960 | 0.9958 | 0.1964 | 0.1362 1 0.1362 0.1600 0.4656

Table 19: Probability of each alternative being better than the reference point (eliminating the alter-
natives for which the probability of being better, for both parties, than the reference point is inferior
than 0.05), probability of being efficient, probability of being the best according the criterion sum of the
values, probability of being the best according the criterion minimal PoP (reference point as reference) -
values known.

3. the domains approach,

and analyzed how they can be applied to different levels of information that might be available about
the preferences of negotiators.

The three methods we have discussed reflect two important trade-offs in dealing with incomplete infor-
mation. The first trade-off, which can best be illustrated by comparing the extreme parameters approach
to the domains approach, can be labeled as ambiguity vs. lack of universality. The domains approach
generates only probability statements, which sometimes can be rather vague and might be hard to inter-
pret. This contrasts with the very clear statements generated by the extreme parameters approach. If an
alternative is definitely better than another alternative according to the extreme parameters approach,
there is no doubt how the two alternatives are to be seen, while the domains approach might create
statements like there is a 55 percent probability that one alternative ¢ is better than another alternative
j. However, the advantage of the extreme parameters approach in terms of lower ambiguity comes at a
price: The domains approach is able to generate a (probabilistic) statement about any two alternatives,
the extreme parameters approach might be unable to state whether one alternative is definitely better
than the other or vice versa.

The central parameters approach overcomes this dilemma. It will always deliver a unique result, but
does so by ignoring much of the information that is available and focusing on only one out of possibly
many possible parameter vectors. Thus, it illustrates another important trade-off between information
richness and uniqueness of results. Figure 5 illustrates this relationship.

The two dimensions represented in Figure 5 represent trade-offs, both ends of these axes have their
advantages and disadvantages. Consequently, there is no method which is clearly better than the others,
all methods have their particular strengths which make them suitable for some tasks. We therefore argue
for a mix of methods, which should preferably be implemented in the form of an interactive process. The
first step of such a process consists in a pre-selection of alternatives based on the extreme parameters
approach. Depending on the purpose of the analysis, further choice between these alternatives can be
based on the central parameters approach to obtain specific results, or on the domains approach to better
exploit the rich, but potentially ambiguous information available. This integration can probably best be
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Figure 5: Trade-offs between approaches to deal with incomplete information in negotiations.

achieved using simulation methods, which make it possible to follow a central parameters approach and
a domains approach simultaneously.

Incomplete information makes the ranking of alternatives uncertain. Our methods also represent
different ways of handling uncertainty. The domains approach in a way relates to decision criteria under
risk like the expected value, which explicitly take into account probabilities. The extreme parameters
approach can be compared to a pessimistic min-max criterion, which only looks at the baseline which
can be obtained under any circumstances.

When outcomes are uncertain, there are two kinds of errors which can be made: on one hand,
an alternative can be indicated as optimal or as better than another alternative while in reality it is
not, and on the other hand, the method might fail to identify an alternative which is good in reality.
All methods might lead to the second kind of error. The first kind of error, declaring an alternative
erroneously as optimal, is a particular problem for methods which focus on particular elements of the
available information. This is the case for the central parameters approach. The same risk also exists
when marginal utility functions are replaced by linear functions. The example has shown that this
approximation can introduce distortions which could lead to a positive evaluation of alternatives which
in reality are inferior.

When information is incomplete, there is also the possibility to obtain additional information to
improve the quality of results. In particular from the examples, we can draw two conclusions with
respect to this topic. On one hand, the results indicate that the information which can be inferred from
choices made during the negotiation is not enough for reliable results, and the results can significantly
be improved by adding at least a few preference or indifference statements directly obtained from the
negotiators. On the other hand, just a few equivalence statements are sufficient to obtain results which
are very close to the true preferences of negotiators. Thus it seems that one need not obtain much
additional information from the decision makers.

While our study has led to some interesting results concerning the advantages and disadvantages
of the methods we studied, it also has several limitations which indicate the need for future research.
First, and perhaps most importantly, we have only applied our methods to one single case for illustrative
purposes. An important next step in our research will therefore consist in creating a larger empirical
basis, both by applying the methods to real data from (experimental) negotiations and perhaps by using
more comprehensive simulations to study our methods in a wider range of settings. Such studies could be
particularly useful to clarify the relationship between observed preference information and information
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which is explicitly provided by the negotiators and the impact of additional preference information.

Apart from broadening the empirical basis, there are also some interesting topics for theoretical
improvements of our methods. So far, we have assumed that all information obtained from negotiators
either implicitly or explicitly is consistent and reflects the same true utility function of a negotiator. But in
reality, negotiators might make mistakes during the negotiation by proposing incorrect offers or incorrectly
accepting or rejecting offers from their opponents, or they might provide inconsistent information when
explicitly asked about their preferences. It is therefore necessary to extend our methods to deal with
such inconsistencies.

Inconsistencies in the responses of negotiators might be the result of an error, but they might also be
the result of deliberate manipulation. In particular when our methods are used by a mediator to suggest
potential agreements to negotiators, or even by an arbitrator to calculate a binding solution, there are
incentives for parties for strategic misrepresentation of their preferences. While the complexity of the
calculations involved would make it difficult for negotiators to manipulate their answers in an optimal
way, parties could nevertheless successfully try to improve their situation even by simplistic methods [29].
These possibilities and their impact on the quality of results could also be analyzed in computational
studies.

Apart from these theoretical and empirical developments, further work is needed to enable the practical
application of our methods. This includes the development of actual scenarios for their use. While we
have discussed the use of the proposed methods mainly as tools for a mediator or arbitrator in the present
paper, this is not the only setting in which our proposed methods could be useful: they could also be
applied as tools in an asymmetric setting for the support of one party in a negotiation. Of course, in such
a setting the quality of information available about the preferences of the two parties will be different,
since a negotiator could provide quite exact information about his or her own preferences, but would be
restricted to information implicitly obtained from observed behavior concerning the preferences of the
opponent. Application of our method in such a setting would also require different objective functions to
pursue the interests of one party rather than to provide fair solutions in terms of the concepts discussed
here. However, the general methodology could also be applied in such a setting.

Another important topic which needs to be clarified before application is acceptability of the proposed
methods by users. There is some empirical evidence that negotiators are reluctant to accept solutions
proposed by an automated system, even if it would improve their situation [13, 14]. Thus it is not clear
how negotiators would react to the proposals generated by our methods. This could also be a topic of
future empirical research aimed at transforming the theoretical concepts introduced here into practical
tools for actual negotiations.
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A Some notes

This appendix illustrates why it is not a good idea that a mediator suggests the alternative that maximizes
the sum of the values considering the constraints regarding the parameters values. The alternative which
maximizes the sum of the values can be obtained solving the following linear problem:

max V1(z) + V?(z)

(wlav1;w25v2) S (W15M17W27M2) (30)

We will show what happens using the example presented in section 4, and approximating the values
using linear value functions. We chose this case to better explain some results obtained in subsection
4.4.2 (results of the domains approach). Remember that alternatives that are better for both parties
than the compromise solution (alternative 44) are alternatives 27, 28, 37, 38, 39 and 40. Between these
alternatives, only the alternative 28 is not efficient.

Considering that negotiators have linear value functions and using the constrains of type (6), and also
the constraints of type (6)+(7), solving the LP (30) the alternative that the mediator should recommend
is the alternative 28. To better explain why the recommended alternative is the 28 one, which is not
efficient neither maximizes the sum of the values using the true values, we will make a graphical analysis.

To study the problem we transformed the inicial 3 dimensions problem in a 2 dimensions one. For
Nelson let us fix w) = 0.2 (so wd =1—0.2 —w]), and for Amstore let us fix ws' = 0.1 (so w4 =
1—0.1—w{'). We can now draw some pictures varying w}¥ and wi* (for simplicity we used weights
between 0 and 100). Figure 6 refers to Nelson, varying w?" (which is a value between 0 and 80) and to
Amstore varying wi' (which is a value between 0 and 90). In the left side of the figure we indicate real
values and the right side is constructed supposing that value functions are linear. The objective of this
figure is only to see the differences between the values for Nelson and for Amstore considering real values
and considering approximated values using linear value functions.

In Figure 7 we depict the sum of the values of both parties. In each picture we varied the value of wf.
For wf‘ equal to 0, 10 and 20, the alternative which maximizes the sum of the values is the alternative
37. For wi' > 40 the alternative which maximizes the sum of the values is the alternative 28. Remember
that the real weights are w = 60 and w{' = 70. Neither alternative 28 nor alternative 37 maximize the
sum of the values considering true values. Figure 7 also enables us to see why alternative 28 has high
probability of maximizing the sum of the values when we consider unknown weights and approximate the
values using linear value functions (subsection 4.4.2).

In the presented example, solving the linear problem (30), and approximating the values using linear
values functions, does not guarantee the achievement of a good alternative. Thus, as it is possible to see,
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suggesting the alternative that maximizes the sum of the values may not be a good idea. Remember that
using approximated values, the extreme approach (subsection 4.2) enables the mediator to suggest a set
of alternatives that can be better for both parties than the compromise solution, can be efficient and can
maximize the sum of the values. The central parameters approach (subsection 4.3.2) enables the mediator
to suggest one efficient alternative better for both parties than the compromise solution based on inferred
weights. Using the domains approach (subsection 4.4.2) the mediator can suggest the alternative with
highest probability of maximizing the sum of the values (alternative 28) but can conjugate this result
with the probability of this alternative being efficient and the probability of being better for both parties
than the compromise solution.
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Figure 6: Real values and approximation of values using linear functions, for Nelson and Amstore.
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Figure 7: Sum of the values.
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