Learning in Multilateral Trade Negotiations. Some Results
from Simulation for Developing Countries

Cédric Dupont
Graduate Institute of International Studies, Geneva

Cosimo Beverdlli
Pompeu Fabra University, Barcelona

Stéphanie Pézard
Graduate I nstitute of International Studies, Geneva

Prepared for a Conference on
Developing Countries and the Trade Negotiation Process
UNCTAD, 6-7 November, 2003, Geneva

DRAFT, 10/19/03

Please ask the authors' permission before citing.
Comments welcome. dupont@hei.unige.ch, cosimo.beverelli @upf.edu,
pezardO@hei.unige.ch




Introduction®

Whereas there are still many gaps in our understanding of negotiation processes, one
well-established pattern is that the way negotiators communicate and interpret
information does matter, and co-determines both the process and outcome of
bargaining. In the study of international negotiations, authors have particularly
focused on how actors behave when they have, at the beginning of the process,
limited information regarding the resources and resolve of negotiating partners as well
as on their domestic context. A large body of literature has explored such situations
with the use of formal game-theoretic analytical tools, making use of so-called
incomplete information models to derive consequences of limited information on
actors dtrategies. Incomplete information about domestic politics has been a
particular focus of study, especially since the advent of the two-level game metaphor
(Putnam 1988), which gave a new start to an older research tradition on domestic
politics and international negotiations (Schelling 1960, Iklé 1964). Authors have paid
particular attention to the influence of domestic feasibility sets, win-sets in Putnam’s
words, on international negotiations,? starting from the assumption that negotiators
can never, or at least very rarely, know exactly the domestic constraints of their
counterparts, and may also have difficulty with their own constraints. While that
recent formal work has helped to better determine the conditions of applicability of
Schelling's famous strength in (domestic) weakness, it has remained problematic, to

say the least, for many analysts, observers and practitioners of international

! This article is built around sinulation exercises conducted within the programs of the Training
Institute of the WTO. We thank the WTO for allowing us to observe those exercises for research-
related purposes and Gilbert Winham for allowing us to interfere in the exercise that he designed. We
are grateful to John Odell for valuable comments and suggestions on a first draft of this paper, to
Christoph Zulauf for valuable research assistance and to the Geneva Academic International Network
(GIAN) for financia support.



negotiations. We see two main reasons for this. A first oneis linked to what Allan and
Dupont (1999) cal the lack of robustness of most game-theoretic models that use
advanced solution concepts (relying on refined criteria for unexpected behavior) for
reducing indeterminacy in complex settings. Particularly problematic are the
rationality demands placed upon negotiators who are assumed to be very sophisticated
maximizers, carefully updating any piece and bit of information that they get. There is
a kind of sophistication to the sguare. Actors are assumed to form sophisticated
beliefs about the state of the world and to change them in sophisticated fashion. A
second reason is that game-theoretic models have amost uniquely looked at bilateral
bargaining processes® mostly due to the technical limits, or deficit, of game theory

for situations of multiple actors.

One response to these problems has been to rely on less demanding formal
tools, in particular those stemming from the negotiation analytic tradition pioneered
by Raiffa (1982). As John Odell’s recent book (2000) shows, those tools connect
better to empirical developments than most game theoretic constructs. Yet, on the
particular issues of limited information and multilateralism mentioned above, they are
far from convincing, as Odell acknowledges in his concluding chapters. The focus on
two actors is much neater, and simpler, anaytically speaking, and the study of beliefs

cannot really be endogenized, making any claim sound ad hoc.

Another response has been the development of evolutionary game theory
based on the large experimenta literature on coordination games (Crawford 1990,
1995; van Huyck et al. 1990, 1991, 1997). Taking inspiration from the early work of

Simon (1955,1959) this literature has developed and tested various “learning

2 See for instance the work of lida (1993), Milner (1997), Milner and Rosendorff (1997), Mo (1994,
1995), Pahre (1997) as wel as my own prior work (Dupont 1994a, 1994b), Dupont and Sciarini (1995,
1998).



mechanisms.” Relaxing some restrictive conditions of standard game theory (see
Young 1998, Foster and Young 2003), no fixed number of players, no hyper-
rationality, and a less demanding updating of beliefs, has helped produce more
realistic models of convergence toward an outcome. Yet, it is striking the extent to
which communication is absent in this literature. Coordination remains a very tacit
process based on probabilistic estimate of the others behavior. There has not been
much response in that literature to the question of how individuals process

information and how this leads them gradually to an outcome.

There is thus a fundamental need for further work that would help design
analytical tools that could simultaneously model multiple actors with endogenous
beliefs. Such a goa will remain elusive if one does not accept a range of simplifying
assumption. Advanced mathematics will not be a solution without those assumptions,
unless one is willing to accept large-scale indeterminacy. The question is therefore to
determine what are, and should be, the appropriate simplifications. While some could
be theoretically derived, we claim that careful and precise empirical observations are
necessary. There has been so far a striking lack of data collection for assessing the
influence of beliefs on negotiation processes. Studies using formal tools have either
remained mostly abstract or have focused on a few case studies as plausibility probes
for the hypotheses derived from the game-theoretic models. Furthermore, there has
been a clear emphasis on developed countries, in particular the USA and European
countries. In our view, such a bias has to be remedied, not only for improving our

understanding of how developing countries fare in negotiation processes but also for

3 For exceptions see Bueno de Mesquita (1990), and Morgan (1994).



our general understanding of the impact of limited, or biased, information in

international negotiations.

Indeed, within the context of the work cited above, a focus on developing
countries may bring significantly different lessons than developed countries. There
are at least three reasons for this: (a) developed countries tend to have more
transparent domestic political systems, which makes them "easier” cases for two- level
games, and therefore tend to skew the analytical focus on beliefs about domestic
political constraints; (b) developed countries can "afford" to carefully process and
update information during negotiation processes smply because they have the
required expertise and staff; lacking such an expertise ad such a staff, developing
countries may simply pay less attention to information problems. From a positivist
perspective, this implies that it is mideading to try to use beliefs to explain
developing countries negotiation behavior. From a normative, prescriptive (policy-
science) perspective, this could mean that there is urgent need for developing
countries to acquire expertise in information processing and updating; (c) generaly
speaking developed countries tend to be stronger actors who, in the context of game-
theoretic models, discount less future agreements; existing models (see in particular
Dupont 19944, 1994b) revea a clear difference between such actors and weaker ones

in terms of both negotiation offers, content and timing of agreement.

To begin sorting out these different issues, this paper provides preliminary
evidence from simulated worlds. It makes use of simulation exercises conducted by
the Training Institute of the World Trade Organization (WTO) for participants from

the developing world. The approach borrows from the tradition of laboratory



experiments for negotiation processes,* while being closer to reality because
individuals that participate in simulated trade negotiations are officials from member
states, and therefore very likely either to participate in similar real negotiations in the
future (if not already in the past). Furthermore, in contrast to standard laboratory
experiments that rarely last more than one hour, the ssimulation exercises run over
severa days are not under the permanent control of observers. Apart from a few pre-
fixed meetings, participants are free to organize the negotiations the way they judge
most appropriate. In practical terms, this has made observation more difficult, and
more time consuming, but also enpiricaly richer than in standard laboratory

experiments.

The paper first describes the basic features of the simulation exercise and the
research questions that it helps explore. It then turns to the results obtained from a
first series of experiments fom December 2002 to June 2003. We first address the
guestion of whether there is indeed some learning by actors during the negotiation.
Then we turn to the learning dynamics and in particular on factors that can be
expected, according to the literature, to have an impact on the process of learning. We
conclude with a summary of our man results and with suggestions for the

continuation of our work.

Features of the Simulated World and Research
Questions

Simulation protocol
We conducted our observations on an existing simulation exercise, the so-called

Trade Negotiation Simulation Exercise (TNSE) as used a the WTO Training

% See in particular the work of Alvin Roth, including Roth (1987, 1988) and Roth and Murnighan



Ingtitute. The TNSE (Trade Negotiations Simulation Exercise) is designed to be a
realistic simulation of trade negotiations. It involves the participation of four fictiona
countries, two developed, named Alba and Tristat, and two developing ones, named
Medatia and Vanin, and consists of two nested exercises. a negotiation over tariff

reductions and the redaction of a subsidy code.

For each country the team consists of a Minister, an Ambassador who usually
acts as chief negotiator, a tariff expert, a nontariff expert, and at least one counsellor.
Participants approach the TNSE with a reasonable amount of information. They know
the characteristics of their own country, as well as those of the others, both in terms of
levels of development (i.e. GDP) and existing trade policies. As soon as they receive
Cabinet Orders (that Ministers are free to modify before passing them to the
Ambassador), negotiating teams acquire a knowledge about: a) the products/sectorsin
which tariff concessions can be granted by their own country; b) the products/sectors
in which their own country is asking trade partners to liberalize their tariff policy; c)

the negotiating guidelines for the subsidy code.

The participants to the TNSE are diplomats from developing countries

enrolled in acourse at the WTO Training Institute prior to this exercise.

Severa features of the exercise work towards making it as realistic as possible:

Strict "Cabinet Orders’, serving as negotiating guidelines and constraints, and
that Ministers transmit to their negotiating teams;

A certain freedom in the organization of teams, where the Ambassador can be
either a mere coordinator or the leader of negotiations;

Strong time pressure, for the agreement, if agreement there is, must be
concluded within three days®. Teams are constantly reminded of the deadline
(strictly enforced) during the course of the exercise®;

1982).
g This time pressure is aso highlighted by the results of the debriefing questionnaires on the estimated
sources of inefficiencies in the negotiation: the proposition "Lack of time to explore further negotiating
opportunities’ was consistently mentioned as one such source of inefficiency (n°2: 8 yes, 6 no; n°3: 13
yes, 5 no; n°4: 12 yes, 1 no; this question did not appear in the exercise n°1).



The high level of stress inherent to any serious negotiation can also be found
in the exercise, despite the fact that the interests at stake are fictional. We have
observed evidence of high emotional commitment to the performance of one's
team (arguments, tears).

The exercise ends with the responses of Ministers to their Cabinet, in which
they report the details of the agreement reached and their ability -or not- to
respect the Cabinet orders they had been given. Even though there is no actual
Cabinet involved in the game, this formality aims at establishing a two-level
game logic;

According to the exercise guidelines, all countries believe in the virtues of free
trade, but they have different economic, social and political interests and
different levels of development, which leads to mgor clashes during the
course of the negotiations;

There is a President who acts as an "honest broker”, facilitating the sharing of
information among teams and chairing a few multilateral meetings. The
Secretariat (staff from the WTO Training Institute) helps with technical
aspects and logistics.

Despite all these elements, the TNSE remains a simulation, which is by definition
different from reality. This gap between what can be simulated and what would

happen in rea negotiations derives from the following elements:

Obvioudly, the interests at stake are fictitious. Thus, participants identification
with their "national interest” cannot be compared with what would happen in
real negotiations;

Ministers, who normally remain at best behind the scene, and most of timesin
their capitals during real rounds of negotiations, have a tendency in the TNSE
to get involved in the process, and can sometimes be found to participate
actively to the talks,

There seems to be an implicit understanding that an agreement must be
reached amost by any means. This may derive from the way the exercise is
structured, through pressures by the Secretariat, or from elementary
psychologica dynamics by which the subject of an experiment wants to
"succeed” and not make the whole exercise (whose purpose is to reach a
multilateral agreement) fail. All these elements account for the fact that,
among the numerous exercises that have been performed (including those we
did not observe), few of them have resulted in failure to reach an ageement.
This means that in a way the exercise artificially increases the cost of no
agreement, lowering the participants Best Alternatives To A Negotiated
Agreement (BATNAS) and forcing them to go beyond Cabinet Orders more
than they would be willing to. Thisis not to say that nothing like this exists in
real life (on the contrary, one can reasonably claim that negotiators always

® For instance, the date and hour at which the agreement must be signed is constantly written in big
letters on the whiteboard of the room where all multilateral meetings take place.



prefer success to failure), but in the TNSE the trade-off between the "happy
ending” of the exercise and the preservation of the national interest leans much
more towards the first el ement.

The fact that, as noted above, there is no real Cabinet behind the Cabinet
Orders aggravates the tendency to try to reach an agreement at any cost, since
there are no considerations of accountability. In other words, all the Ministers
know that whatever they accept in the name of their country in the
negotiations, there will be no one to fire them once they are back in their
fictional capitals.

Data set

With all these limitations in mind, we doserved and studied a series of four TNSE
between December 2002 and June 2003. These simulations have involved 99
individuals from developing countries and countries in transition. Individuals were
grouped in teams of 5 or 6 that represented countries. In each exercise, participants

elected one Chair for the whole process.

We carefully observed the four exercises and collected data in different ways.
First, we conducted daily interviews with the Ambassadors and Ministers of each
country (32 individuals). The questionnaires (see Appendix 1 and 2) am at
systematicaly tracing the evolution of the negotiation from the perspective of the
participants.® Most questions focus on informational issues and the way they affect the
negotiation process. To avoid interfering too much with the process, interviews were
meant to be very short. Second, we distributed at the end of each exercise a debriefing
guestionnaire (see Appendix 3) with the intention to collect overall impressions of the
exercise. And third, we sat in rooms where participants were negotiating when these

rooms were located in the building of the WTO. We took notes of the offers and

" These four TNSEs were respectively included in a Special Course on Negotiations (2-13 December
2002), two three-months Trade Policy Courses (English and French-speaking, 13 January - 4 April
2003), and a Special Course on Negotiations (16-27 June 2003). For the sake of brevity they will be
labeled n°1, 2, 3 and 4 in the remaining of this paper.

8 Due to our effort to improve the interview questions and the debriefing questionnaires, some elements
have sometimes been changed from one exercise to the other, which explains why the results of some
guestions can only be analyzed for two or three exercises instead of four.



requests made by countries and of the arguments behind them. For practicality
reasons, the results that we discuss in the next section mostly use data from the
guestionnaires (with some complements coming from direct observation) and focus
on the tariffs negotiations. Interpersonal coding reliability should be high given that

we did al the interviews and observations.

We had no control over the selection of participants, nor on the composition of
groups of negotiation. Although this may become a problem at a later stage of our
research (impossibility to trace some possible variations depending on the origins of
participants), it has the advantage of avoiding any intentional bias on our part. And we
did get variation in terms of geographical origins (all the continents represented), in
terms of training/education (economics, law, social sciences), in terms of gender, in
terms of current professional status and in terms of experience in the field of trade

negotiations.®

Research questions
Our purpose in studying the different TNSES has been to get as close as possible to

the negotiators (who are not forbidden to speak because of matters of secrecy, asthey
could be in a real negotiation) in order to grasp their understanding of the role they
see themselves playing, of the strategies that are available to them and of the way they
see other countries. Negotiators must approach the talks with a more or less defined

knowledge of the interests of the country they represent, and with the clearest possible

® Participants to the first and fourth exercises tend to be higher ranked diplomats or civil servants, most
accustomed to a strategic approach to negotiations. From the answers given in the debriefing
guestionnaire to the question: "Have you ever participated in or observed any real negotiation?’ we
observe that 31 participants, over a total of 67 returned questionnaires, have prior negotiating
experience (this represents 46% of those who responded and 31% of the participants). According the
existing literature we should expect individuals to learn through experience (Bazerman et al. 1985;
Neale, Huber and Northcraft 1987; Neale and Northcraft 1986).
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knowledge of the other(s). We are therefore interested in answering the following two

sets of questions:

1. Do actors learn during the negotiation process? Do we see any evidence that
dealing with partners has changed their initial apprehension of the bargaining

situation?

2. How are the initial information and knowledge updated and translated into
new beliefs and tactics? Do negotiators follow some pre-established cognitive
heuristics, or do they simply react to the tactics adopted by other teams? What

is the role of factors such as truthfulness in the learning dynamics?

These are the questions we will try to explore here, using our own
observations of the bilateral and multilateral meetings, as well as the feedback from
the participants we were able to gather. Although simple at prima facie, this
simulation setting is already quite complex as far as beliefs are concerned. Indeed,
there is adual problem of incomplete information, both within and between parties.
The setting combines features of agent-principa models as well as bilateral
bargaining models. Given that there are four parties that can bargain either bilaterally,
or multilateraly (at three or four), information diffusion, through signaling, can aso

be quite varied.'® In short, this is a very interesting setting for collecting data.

19 The multiple actors setting should allow for an empirical exploration of what Lohmann (1997) calls
player linkage, that is, strategies that “control” some actor through its links with other actors in the
system (here in the negotiation process).
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Evidence
As previous exercises using the same protocol had already showed, the simulation led

to different final outcomes. Countries came out with different average cuts of tariffs,
different bilateral agreements, different sector agreements, as well as different texts on
subsidies. Agreements follow more or less the Cabinet Orders. This clearly indicates
that the smulation itself is not predetermined: Cabinet Orders are not precise or strict
enough to dictate the outcome of the game. The negotiating process therefore does
determine the outcome. Our focus here is on information exchange and the evolution
of actors perceptions and knowledge. Our discussion considers genera trends with
minimal attention paid to anecdotal evidence. We first present data that uncover a
learning curve among actors and then analyze potential reasons behind particular

learning patterns.

Evidence of learning

To uncover some learning attitude, we look at whether participants improve and refine
their information as the simulation proceeds through time. We focus on three
interrelated aspects. bottomlines of negotiating partners, the zone of agreement and

the cooperative attitude of other countries.

1) Getting to Know Others' Bottom Lines

During the tariff negotiation process, consisting primarily in a number of
bilateral discussions aiming at negotiating tariff cuts sector after sector, or product
after product, countries revea progressively their position and their bottom line
becomes more and more clear for their partners. We should expect this "revealing"

process to be the main source of improved knowledge.



In order to assess the learning aspect of the exercise, we ask the Ambassadors
in their daily questionnaire to evaluate, on a 1-5 scale (1 being the minimum and 5
being the maximum), their knowledge of the maximum concessions that other
countries could make. The answers were recorded for each of the three days of the
TNSE, dlowing us to compare the levels of knowledge (as given by the
Ambassadors) over time. Table 1 provides a detailed account of how perceived
knowledge of maximal concessions by Ambassadors changes in the negotiation

process.

Table 1. Changein Negotiators Perceived knowledge of others bottom lines

Fromday 1today 2 | Fromday 2today 3 From day 1today 3
(N=48) (N=48) (N=438)
Increase 16 21 16
Same 8 13 6
Decrease 11 6 8
Missing 13 8 18

Note: number of cases for each column corresponds to three perceptions by country times the number
of exercises, that is, 3 X 4 x 4. Last column looks at change between day 1 and day 3 without taking
into account the situation in day 2. For details see Appendix 4.

Abstracting from relative movements, it appears that perceived knowledge of the
opponents maximum concessions does increase as the negotiation goes on. Whereas
33% of responses (16/48) on day 2 indicate an increase of perceived knowledge, the
proportion goes up to 44% (21/48) on day 3. Furthermore, one should note a decrease
in the number of actors who cannot or do not want to respond (27% for the day1-day?2
trangition, 17% for the day2-day3). The data indicates, however, that the increase in
perceived knowledge is not linear. In particular, there seems to be a downward trend
from day 1 to day 2, trend that is sometimes not compensated by an increase from day

2today 3.
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We also asked Ambassadors to evaluate other Ambassadors’ knowledge of the
maximum concessions that their own country could make.** This alows us to check
whether the evaluation by the ambassador of Country X of Country Y’s bottom lines
corresponded (matched) with the evaluation by the ambassador of Country Y of
Country X's knowledge about Country Y’s bottom lines. Consistent (matching)
evauation by both sides can be considered as an indication of smooth and efficient
flow of reliable information. On the other hand, a mismatch would signal the presence
of a difficult to bypass biases, communication difficulties or smply
misunderstandings. In Appendix 4, we present 24 tables with all the results.*? The first
row of Table 2 summarizes the evidence. It can easily be seen that matching is not the
rule: it happened only in 36 cases out of atotal of 144 (25%) while in 38 pairs at |east
one ambassador answered that he could not tell. Yet, one can see a higher rate of
matching as the negotiation proceeds. For the third day, we observe 17 cases of
matching out of 35 pairs (48.6%). This percentage is significantly higher that the one
observed during the first day (8 out of 30 cells, 26.6%) or the second day (11 out of
41 cells, 26.8%). This could be an indicator that parties, as the negotiation goes on,

come to converge on their evaluation of the context.

Table 2: Mismatch and perception of bottom lines

First day Second day Third day Total

(N=48) (N=438) (N=438) (N=144)
Matching answers 8 11 17 36
Difference of 1 10 19 11 40
Difference of 2 6 8 5 19
Difference of 3 6 2 2 10
Difference of 4 0 1 0 1
Incomplete 18 7 13 38

Note: matching is defined as a situation in which the perceived knowledge by actor A of actor B's
bottom lines has the same coding as the perception by B of actor A’sknowledge of B’s bottom lines.

M The question was: “On a1 to 5 scale, 5 being the maximum, how would you evaluate X's knowledge
of the maximum concessions that you can make?” (see Appendix 1)
12 |n Appendix 4, the cases of matching (in column) are highlighted.

14



One possible objection here could be that the source of mismatch is the
content and wording of the questionnaire. For instance, it is very possible that the
interviewees do not attribute the same weight to the different values of the scale. It
could happen that two ambassadors both think they have a very good knowledge of
the concessions that the other can make, but that for one "very good knowledge"
deserves a 4 (on the 1 to 5 scale) while for the other it deserves a 5. For this reason,
we refine the above analysis by looking not just at the existence of mismatches but
also at the size of those mismatches. Table 2 reveals that most of the mismatches are
small ones. It also shows that the downward trend observed in Table 1 from day 1 to
day 2 may be mideading. The overal increase in the number of mismatches between
those two days is uniquely due to the increase in the number of small mismatches,

other ones decreasing.

2) Viewing a zone of agreement

To check the robustness of the first evidence of learning, we now discuss the results
on a question that should be related to the bottom lines. The Ambassadors daily
guestionnaires contain a question on whether they think there is a zone of agreement
with negotiating partners (three possible answers. Yes, No or Do not know).
Logically, based on the evidence from the previous questions, one should expect a
convergent process here too. Table 3 summarizes the data that can be found in

Appendix 4.

15



Table 3: Answersto " Do you think that thereisa zone of agreement with X?"

Day 1 Day 2 Day 3
(N=48) (N=48) (N=438)
Yes 22 28 33
No 5 6 4
Do not know or no 21 14 11
answer

Note: number of casesisthe product of three answers times four countries times four exercises for each
day

Very clearly, negotiators become more optimistic about the existence of a zone of
agreement as the process goes on. Not only the number of “Yes’ increases, but aso
the numbers of “Don’t know” and “No” decrease. The “down and up” trend observed

above has not disappeared but is not significant.

As for our discussion of bottom lines, we now assess the question of the zone
of agreement on a dyadic basis, rather on an individual basis. Specifically, for each
pair of countries we see whether both countries come up with the same answer (either
Yes-Yes or No-No), with an opposite answer (Yes-No or No-Yes) or simply an

incomplete answer (one of them at least not answering the questions).

Table 4: Dyadic evaluations of the zone of agreement

Day 1 Day 2 Day 3
(N=24) (N=24) (N=24)
Yes-Yes 8 8 13
No-No 0 0 0
Yes-No and No-Yes 2 3 1
At least one No 14 13 10
answer

Note: number of casesisthe product of six bilateralstimes the number of exercisesfor each day

As in the case of the evaluation of maximum concessions, the incidence of
mismatch is lowest on the third day of negotiations, indicating the progressive
acquisition of common knowledge. Parties very rarely come up with a different

assessment of the existence of a zone of agreement and never mutually come up with

16




a negative answer. In addition, the number of “Do not know” or missing answers
diminishes with time. It is aso relevant to point out that only in one case did we
observe more than one mismatch in the same bilatera relationship: this was Medatia-
Vanin in exercise n° 3, where Medatia's optimism was contrasted by Vanin's

reiterated pessimism about the prospects of reaching a bilateral tariff agreement.

3) Cooperative attitude

Change was aso perceptible in the answers to the questions. “Which country do you
find the most cooperative? Which country do you find the least cooperative?’
Looking at the time series for each country across the four exercises (32
observations), 56% (18) of them show change, 22% (7) no change at al and 22% (7)
are incomplete. So clearly negotiators modify their evaluation of their partners across

time.

Another, less straightforward, way to uncover change on that dimension is to
check if there is an increasing number of dyads with mutually compatible evaluation,
that is, dyads in which both actors either declare each other as the most or the least
cooperative. As can be seen from the data in Appendix 5, such a trend dightly
appears, in particular if we contrast it to dyads with diametrically opposed
evaluations.®® Indeed, during the interviews on the first day, there were 3 matching
pairs and 3 nonmatching pairs. On the second day, there were five matching pairs
and three non-matching pairs. On the third day, there were till five matching pairs,

but no nonmatching pair.

17



Overal, the results derived from the daily interviews with the ambassadors
indicate that there is alearning process that operates during the course of the exercise:
actors gain new information about their negotiating partners — an information that
progressively tends to become common knowledge — and update their beliefs
according to it. Our data suggest that with time negotiators views converge in a
threefold manner: a) there is a narrowing of differences between perceived knowledge
of maximum concessions and evaluations of that (actual) knowledge by the opponent;
b) we see an increase in number of pairs of negotiators agreeing on the existence of a
zone of agreement; c) there is an increase in pairs mutually designating each other

most/least cooperative.

Hence our results so far seem on the one hand to give empirical credit to
models or theories that posit that actors learn throughout a negotiation process.
Moreover, as indicated in some game-theoretic (standard or evolutionary types),
learning is not a smoothly process. Actors may update in different directions or may
simply continue not to update for quite some time. On the other hand, the evidence
seems to contradict some of the results obtained in laboratory experiments. For
instance, we do not so far any clear evidence that when negotiators hold beliefs they
tend to ignore information that disconfirms those beliefs, as shown in work by Lord et
a. (1979) or Ross and Anderson (1982). Similarly, we cannot affirm that negotiators
exhibit cognitive closure, as a way to smplify their negotiation behavior (De Dreu et
al. 1999, Kruglanski and Webster 1996). It thus appears that our work may differ
quite significantly from prior work using smulated worlds, and yields trends quite in
line with some formal, abstract models. To see whether this is indeed more than an

artefact, we now turn to a discussion of learning patterns.

13 We could use data from exercise 1 because the questionnaire did not include the relevant questions.
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Information transmission and patterns of change

The data, presented above, suggeds that the convergence process is on the one hand
not smooth, and on the other hand is sometimes hard to discern. The am of this
section is to uncover factors that can explain specific patterns of learning or the
absence of learning. We structure our discussion along factors that have been
extensively assumed or researched in other work. We begin with the relevance of
signals, then turn to the imprint of initial expectations, continue with potential
problems of transparency, the influence of biases, of @untry specific features and

lastly discuss the importance of truthfulness.

1) A Signalling Game?

Although we have not found explicit evidence that actors have as sophisticated an
interpretative attitude towards signals as assumed in most theoretical models of
bargaining, we can confidently argue, on the basis of our qualitative observations, that
the exercises have features of signalling games, in which actors send pieces of
information about their “type” to negotiating partners and in which partners show a
capacity to decipher the meaning of signals. To give one specific example, in exercise
n° 4 for instance, during the preliminary discussions (before the starting of bilateral
meetings), Alba proposed a formula approach that implicitly aimed at getting a drastic
reduction in Tristat’s agricultural tariff peaks, as high as 120% for one product. This
strong “signal” was well understood by Tristat's Ambassador, who declared to his

team: “Our position in agriculture is going to be extremely uncomfortable’.

As assumed in formal models, the interpretation of signals is a difficult,

contingent exercise in particular when countries resort to bluffing tactics. This is the
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case, for example, of Alba vis-a-vis Medatia in exercise n° 1. On the second day of
negotiations, Alba initiated a new tactics by asking all tariffs to be bound at the
applied rate. Alba's Ambassador was well aware that this request was way beyond
what Albas Cabinet orders instructed him to accept from Medatia, so we can safely
claim that the request was a bluff. Interestingly, Medatia s reaction was not to change
anything in its assessment of the zone of agreement but it did change its evaluation of

Alba s knowledge about its own bottom lines.

As an evidence of the difficulty to signal, we observed, in some cases,
inconsistencies between tactical moves and the related signals. In exercise n° 3, for
instance, Alba issued a very generous offer of tariff reductions to Medatia but the
Ambassador, due to poor negotiating skills, was not able to send a consistent signal of
generosity.’* Alba's Ambassador’'s had a very negative impact on Medatia's
Ambassador’ s assessment of Alba. During the interview that followed the episode, he
pointed at Alba as the least cooperative partner (while on the first day Alba was the
most cooperative partner for Medatia). He also evaluated that a zone of agreement
between Medatia and Alba no longer existed. Finaly, he gave Alba a “2” on the
truthfulness scale, while on the first day Alba had scored 3. The situation improved
significantly on the last day of negotiations. Medatia's Ambassador estimated that
there was again a zone of agreement with Alba; he also gave Alba a “4” on the
truthfulness scale, which is the highest score given by him during the three daily

interviews.

This example is, in our opinion, a good illustration of the complexity of

signas. In particular, it is hard to determine for negotiators what among features of

14 Of course, the evaluation of generosity is subjective. In this instance, Alba offered reductions on
fifteen products out of atotal of 30. Moreover, this was an unconditional offer, also in the sense that it



the interchange between parties are relevant signals. To put it into the context of
game-theoretic models, how can negotiators determine a “revealing” signa? Our
observations so far are not sufficient for elaboration on that topic but it is clear that
signals are rarely clear enough. A particular offer or request needs to be carefully
communicated and explained so as to have the expected effect or answer on the

receiver.

2) Importance of initial beliefs and expectations?

A puzzling aspect of the evidence presented in Table 1 and 2 above is the existence of
akind of decrease of knowledge between day 1 and day 2. This raises, in our opinion,
the question of the initial beliefs of negotiators. It may well be that they start the
process being too optimistic about their knowledge and that they then quickly come
down to earth, so to speak, when they receive the first proposals or demands from

other teams.

We have some clear evidence of optimism at the beginning of the process.
When asked “Are you satisfied with the advancement of negotiations up to now?’ on
the first day, Ambassadors generally express a moderate or high level of satisfaction —
even in cases where bilateral meetings have not yet formally begun, and the teams are
still involved in the process of elaborating their “offers’ and “requests’ and/or

agreeing on negotiating modalities.™> Similarly, few Ambassadors replied negatively

did not respond to any request by Medatia. Third, it was very close to the offer contained in the final
bilateral agreement, indicating its closeness to Alba’ s bottom line.

15 The level of satisfaction ranges from 1 (least satisfied) to 5 (fully satisfied). On the first day, there
wasone5 (6.25 per cent of the total of 16 answers), five 4 (25 per cent), seven 3 (43.75 per cent), two 2
(12.5 per cent) and just one 1 (6.25 per cent). Interestingly, the lowest scores were recorded in the
exercise n®° 3, which ended with full agreement, well before the deadline.

21



on the first day to the question of the existence of a zone of agreement,

even though
it isvery likely that very few of them (if any) had a clear idea of the rightful answer at

this point of the negotiation.

Turning © the explanation for such optimism, overconfidence might be at
work. As some previous work has shown, negotiators tend to overestimate their
ability to control uncontrollable events (Crocker 1982, Miller and Ross 1975). In this
line, it has been argued thet a reason parties cooperate in one-shot prisoner dilemma
games is the illusion that their own cooperation will create cooperation in the other

party (Morriset a. 1998, Shafir and Tversky 1992).

However, it is also possible that the large number of positive numbers is a
consequence of ambassadors expectations that the TNSE is construed in a way as to
allow for bargaining zones (after all, the practice of bargaining is the goa of the

simulation).

3) lllusion of transparency?

Whereas the simulations reveal a convergence process, they also reveal, through the
large number of questions unanswered, that actors have anything but a clear
perception of others. Prior work using laboratory experiments points, as a potential
explanation, to possible bias in the estimation by any negotiator of other negotiators
knowledge. For instance, Vorauer and Claude (1998), measuring negotiators
perceived transparency with regard to their objectives, find that negotiators
overestimate the transparency of their objectives, in particular when those goals have

a high salience and when they can easily resort to communication. Another study by

16 n° 1: 2 yes, 6 do not know, 1 no (3 no answer); n° 2: 5 yes, 0 no, 7 do not know; n° 3: 6 yes, 4 do not



Van Boven, Gilovich, and Medvec (2003) finds that negotiators who were told to
conceal their preferences were overestimating their partners ability to detect these
preferences but did only do so in the end of the negotiation after 30min (note the
paralel to our research on the perception of knowledge of reservation values that

negotiators aso try to conceal).

As regards the reasons for these biases, these pieces of research highlight that
negotiators overestimation of their partners ability to discern their preferences stems
from both a curse of knowledge (tendency to project one's knowledge onto others /
overestimating the availability of whatever they themselves know) and an illusion of
transparency (overestimating the extent to which their own characteristics and goals

"leak out" and are known by others).

Put into the perspective of the TNSE, the above cited research would indicate
that negotiators perception of their opponents knowledge of their resistance point is
biased towards overestimating that knowledge and even more so as time passes.
Looking at evidence from the four exercises, we clearly see an increasing trend in the
evolution of the estimations of opponents’ perceptions of one’s own knowledge. In 15
cases out of 48, estimations increase in contrast to only 3 cases of decrease. But we
also observed 11 cases without any change and 19 cases with missing or incomplete
responses. Furthermore, the bias towards overestimation is not linear: there seems to

be a dip on the second day with 11 cases of decrease between day 1 and day 2.

Going back to the data presented in Table 2 above, we do not see much
evidence of theillusion of transparency either. Counting the number of times that the
perception of knowledge of one party coincides with the estimation of that knowledge

by the other party, we find a total of 36 cases of matching, 38 invalid answers (where

know, 2 no; n°® 4: 9 yes, 1 do not know, 2 no.
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a least one party did not answer), 24 cases where the latter party overestimates the
knowledge of the first party and 46 cases where that knowledge is underestimated.
The conclusion that we can draw is that the party who estimates its knowledge of the
other party’s maximum concessions claims to have a better knowledge than the other
party would think that the former party actually has amost twice as often than the
latter party perceives his resistance point to be more transparent than the former party

thinks it is.

This seems to go in opposite direction from the bias of an illuson of
transparency.'’ The evidence may instead confirm previous work that reveals that
people tend to perceive themselves as being better than others on desirable attributes
and have unredlistically positive self-evaluations ((Gabriel et al. 1994, Messick et al.
1985, Svenson 1981, Brown 1986). In our view, the ability to find out and process
information on opponents is such a desirable attribute. Indeed, when one asks an
ambassador whether he has found out what the other party’s resistance point is, we
should expect him to be more likely to boost his skills rather than to admit that he was

unable to find out this information.

17 To further test this interesting result we would need, however, to include new, and more
specific, questions in the interviews. For instance we could ask ambassadors to estimate the 5(?) most
and least important sectors/products of their opponents (to test if there is information exchange on
preferences) and then give an estimation for their opponents’ maximumconcessions in these sectors
(more difficult to compare). This would be compared with the cabinet instructions and maybe partly
with that party’s own perception to find out the accuracy of negotiator’s judgment. Finally, negotiators
would also be asked to give an estimation of the correctness of their judgments on the opponent’s
preferences and resistance point. The perceived knowledge would consequently be compared to actual
knowledge to find out if negotiators are indeed overconfident of their judgments. Similarly one could
test the illusion of transparency. Another interesting question would be to ask negotiators if they are
aware that their opponent is overestimating his knowledge on their preferences and maximum
concessions. However, a question asking the negotiator to estimate the perceived knowledge of the
second negotiator on the preferences and resistance point of the first instead of estimating his actual
knowledge could make negotiators realise the answer implicitly (overconfidence).
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4) Too quick or oversimplified tactical choices?

Pretty fixed visions of what the others can give and what they should do may be a
serious obstacle to learning. As some literature has shown, individuals sometimes
have the tendency to ignore the cognitions of others and the contingent process of
negotiation (Samuelson and Bazerman 1985; Caroll et a. 1988). An example of such
a behavior in the TNSE is to adopt as a behavior rule: “I am strictly following Cabinet
Orders, without granting any further concession”. Normally, it takes some time to
negotiators to fully understand that Cabinet Orders are mutually incompatible. Some
of them simply do not come to this understanding, thus making the process fail.'2
Most of the times, this happens only to isolated participants. For example, Tristat’
counsellor in exercise n° 4 had more than an argument with his Ambassador and other
teammates about the opportunity to include the agricultural sector in any bilateral
ded. Interpreting the Cabinet Orders as a dtrict rule, he preferred failure in

negotiations to giving up.

To simplify the game, participants could use other rules of thumb. One would
be to search for an agreement at any cost, having understood that it was the purpose of
the exercise and that reaching an agreement was the outcome expected by the
Secretariat. This would have the effect of lowering a country's BATNA. Countries
also use their knowledge of the power relations that exist among themselves. they
know that they have different BATNAS, and that some of them are more in need of an
agreement (either in the tariff negotiation, the nontariff negotiation, or both) than
others. We can see from the debriefing questionnaire given in exercises n° 3 and 4
that most participants can think of an answer when they are asked: "Regarding tariff

negotiations, which do you think was the country that was most in need of striking a
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bilateral agreement with your country?'!®. The same question on nontariff
negotiations yielded similar results®. This is al the more remarkable that each team
has a number of its members involved either in the tariff negotiations, or in the non
tariff negotiation. This means that experts in tariffs, for instance, are unlikely to know
much about what is happening in the non-tariff negotiations, and are therefore not

expected to be able to reply to every question in the debriefing questionnaire.

Such a behavior would imply that negotiators do not rely on the details of
offers and requests to elaborate their strategy and tactics: they know already the "rules
of the game" and who will give up most in the end. We observed it in the case of
Albas Ambassador, in exercise n°l. He understood very well the strengths and
weaknesses of the others positions, and after issuing his last offer to Tristat he
advised his delegation not to meet members from Tristat's delegation, so that Tristat
would have to come to Alba and not the other way round. Albas ambassador, who
was a highly skilled negotiator, knew that Tristat needed the agreement more than
Alba, who had a better BATNA. He plainly told Tristat's Ambassador that "If we
cannot sign, we will not sign”, pushing Tristat to accept quickly the last offer.
Obvioudly this rule of thumb can only be the matter of skilled and experienced
negotiators (who have a good experiences of the dynamics of negotiations) like Albas
Ambassador in exercise n°1. Ignoring signals coming from others may not an obstacle

to learning if those signals do not reveal anything new.

18 This happened in a TNSE we did not observe, except for the debriefing session, in which the
%oblem emerged.

Exercise n°2: 11 answers and 4 no answers; exercise n°3: 13 answers and 5 no answers.
20 Regarding non-tariff negotiations, which do you think was the country that was most in need of
striking a multilateral agreement? Why?' exercise n°2: 9answers and 6 no answers; exercise n°3; 12
answers and 6 no answers.
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5) Self-serving bias ?

The absence of a bias related to previous negotiating “rounds’ does not rule out the
possibility that actors develop one or more biases during the process. Due to the short
time-span in which the exercise takes place, this phenomenon can best be observed ex
post, looking at the results of the debriefing questionnaire. The purpose of the
debriefing questionnaire was to enable the participants to reflect on the exercise that
had just been completed and to make them share their perception of the main features
of the game, namely its conformity with reality (or lack thereof), the negotiating
strategies that were pursued, and the major problems that slowed down the reaching

of an agreement.

The results show that participants have a very different assessment of the
relevance of a possible problem depending on whether it originates from their team or
from others. When asked "Do you think lack of flexibility from other countries was a
major problem in the negotiating process?” the answers are overwhelmingly
positive.?! On the other hand, when asked "Do you think lack of flexibility from your
own Minister was a magjor problem in the negotiating process?’ the responses are as
overwhelmingly negative.??> We find parallel results when we compare two other
potential problems that mirror each other: a mgority of participants found that
"unrealistic initial requests from other countries” happened to be a major problem in
the negotiation process, while "unrealistic ministeria instructions for your team" were
not. Individuals tend to blame others' persona traits (e.g. lack of flexibility) rather

than situational characteristics for failure.

21 °2: 14 yes, 1 no; n°3: 16 yes, 2 no; n°4: 9 yes, 4 no (1 No answer).
22 1°2: 1 yes, 12 no (2 No answer); n°3: 0 yes, 16 no; n°4: 2 yes, 12 no.
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These results reflect a quite strong self-serving bias, i.e. a natural tendency to
take credit for success but blame the situation (or the others) for failure. The
participants attribute the difficulties encountered in the course of the negotiations not
to their own gaps, but to the others, even though it seems quite absurd to believe that
only the other Ministers toughness slowed down the negotiations, and not one's own.
This bias is, in the case of teams, reinforced by the common tendency to favor ore's
in-group by opposition to the out-group. More specifically, the constitution of teams,
however arbitrary, has the effect of developing cohesion with members of the same
team ("in-group’) and prejudice towards the other teams ("out-group").>® This
tendercy develops with time, as the different teams get to know (and confront) each
other. In exercise n° 4, we asked parallel questions in the debriefing questionnaire (i.e.
at the end of the exercise) on the performance of the teams®*: more people invoked
"lack of skill of other negotiating teams' as a problem in the negotiation than "poor

performance of your own negotiating team" %°.

Linda Babcock and George Loewenstein (1997) have further elaborated on the
self-serving bias by combining it to the notion of fairness; according to them, parties
to a negotiation tend to confuse what is fair and what benefits them; in other words,
they assess fairness in away that serves their interests. As a matter of fact, we observe
such reactions in the TNSES, following two lines. one reflecting the type of country,

and the other reflecting individual, sector specific interests.

The four countries of the TNSE represent the whole of world trade. In order to

be closer to redlity, they are given different levels of development: Alba and Tristat

23 5ee Muzapher Sherif's (1967) experiment on group competition.
24 The question on "lack of skill of other negotiating teams" did not exist in the questionnaires of the
three previous exercises.
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are developed countries, while Medatia and Vanin are developing countries. Even
though the exercise is structured not to favor any particular country or group of
countries, participants tend to think that developing countries should be granted
specia treatment due to their socio-economic condition. We observed that very often,
in the course of the negotiations, developing countries were trying to explain to their
developed partners that exchanging one concession for one concession was not a fair
deal because a developing country would lose much more than a developed country.
In other words, "one concession” did not have the same weight for the two types of
countries, and developing countries should therefore be given more than they
themselves give. Developed countries, on the other hand, were willing to follow
strictly their Cabinet orders and not give any extra benefit to developing countries
based on their condition. Not only did they think their behavior was fair, they also
consdered that the smple fact of negotiating with developing countries was a
demonstration of good will. This is al the more striking that some participants
coming from developing countries tend to "overplay" in the sense that they are more
demanding towards developing countries than actual developed countries would be

(this was for instance the case of Alba's Ambassador in TNSE n° 3).

The existence of individual (or sector specific) self-serving bias can also be
observed in the TNSE. Countries have different “sengitive” sectors, i.e., protected
sectors in which Cabinet Orders mandate to limit concessions, because of domestic
concerns. The most recurrent example can be found in negotiations between Alba and
Tristat over the four TNSE we observed. These two countries are both developed

ones, so that considerations of fairness cannot be related to a development gap. Alba's

% To the question: "Do you think the following were major problems in the negotiating process?’ we
got the following results for "Poor performance of your own negotiating team”: 1 yes, 11 no and 1 no
answer; for "Lack of skill of other negotiating teams", we got 5 yes, 8 noand 1 no answer.



most sensitive sector is textiles whereas Tristat’s is agriculture. The major difference
between the two countries is that the former applies much lower tariffs in the textiles
sector than the latter in the agricultural one. This means that the same percentage
reduction would bring down Tristat’s agricultural tariffs more dramatically than
Alba's textiles tariff.?® Any offer of reciprocity in tariff cuts is usually presented as
fair and balanced by Alba, but is perceived as unfair by Tristat. This happened, for
example, in exercise n° 4. At first, Tristat tried to exclude agriculture from the talks;
later, when it understood that there would not be any deal if agriculture were to be
excluded, it argued in favor of special and differential treatment based on the notion

of multifunctionality.

6) Country characteristics and individual learning

Our discussion of self-serving bias suggests some differences across countries. Do we
find additional evidence of variations in negotiation behavior that may come from
country characteristics? Generally speaking, first, it is difficult to infer a particular
pattern in the answers to the question of the cooperativeness of countries. Asked about
the most and least cooperative countries, some ambassadors name the same most or
least cooperative country three days in a row, while some others change their
assessment every day. In exercise n° 2, for instance, Medatia and Tristat cite
consistently Alba as "most cooperative" during the three days of the TNSE, but in the
exercise n°3 they never mention twice the same country. When countries change their
mind and name a different country from the one they had the day before, they do rot

do it smultaneously, and they rarely change for the same country. This means that the

26 For example, if both Tristat and Alba would cut their tariff peak by 30 per cent, Tristat's tariff on
dairy products would be reduced from 120 to 84 per cent, while Alba's tariff on t-shirts would only be



assessment of cooperativeness is not multilateral at all: it depends on how the bilateral
meetings go. A turbulent bilateral with one country is often sufficient to heve its name

mentioned in the "least cooperative" category.

Table5: Number of mentions as most or least cooper ative country

Most cooperative L east cooperdtive
(Max=36) (Max=36)

Alba 17 3

Medatia 10 7

Tristat 11 19

Vanin 9 11

Note: Each country can be named at most three times per day by its partners as the most or least
cooperative, yielding a maximum number of citations of 36.

But over the four TNSEs, however, a dight pattern seems to appear as can be
seen in Table 5. Alba is cited 17 times as the most cooperative country over a
maximum number of 36, while others are cited between 9 and 11 times only. For the
least cooperative country, it is Tristat who is cited more often than the other countries
(29 times over a maximum of 36). One reason could be the fact that Alba is the most
developed of the developed countries, and it might be easier for them (rather than for
developing countries) to grant generous concessions. Another element that has to be
taken into account is the content of the Cabinet orders. a country could be consistently
cited as most cooperative if it had more lenient orders, making it less likely that it is
going to struggle hard in the negotiations and be very demanding. Tristat, as we have
argued, has a difficult negotiating position indeed in agriculture because of very high
tariff peaks (up to 120%); its concern even with the with decimals is a sure recipe for

making other teams upset.?’

reduced from 20 to 14 per cent.

27 For example, in exercise n° 1 the relationship between Tristat and Vanin were empoisoned by this
factor. We report an excerpt from the bilateral meeting on Wednesday afternoon of the last afternoon:
Vanin: “We have to think of other strategies because this is not working. You are just talking about
decimals. We are thinking of withdrawing our position on subsidies negotiations as well. We have been
very serious, we have made efforts. But 0.6, 0.4%...”

Tristat: “But it isimportant!”
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However, one should take these results carefully. In fact, in exercise n° 3,
accounting for a relevant part of the cases where Tristat is listed as least cooperative
one, Tristat's team was significantly underskilled in comparison to the other teams
(not even being able to issue offers and requests, and thus to organize bilateral
meetings). It is therefore not surprising that other teams constantly pointed at Tristat.

More observations would be needed to detect any recurrent pattern.

Also linked to the way in which Ambassadors evaluate the cooperativeness of
other countries, is the issue of the personality of the negotiators. It is difficult, for
instance, not to relate the fact that Alba was cited 6 times over 11 in the exercise n°12
and only 2 times over 12 in the exercise n°3% to the persondities of Albas
Ambassadors who conducted these particular negotiations. In exercise n°1, he was a
very experienced, articulate and skilled diplomat, while in n°3 he was a more difficult
character, who had a contemptuous and derogatory attitude towards other negotiators
and in particular towards developing countries. On this aspect again the TNSE
appears as a realistic smulation: clash of personalities can undermine negotiations

and threaten the obtaining of afinal agreement.

So, in sum, even though there is here some additional evidence that country
features may influence systematically individual behavior, we can hardly infer that

this evidence is overwhelming.

V: “No, you are playing with these percentages. Thisis meaningless’
T:“ Itisnot apoint of reducing. It isthe relative amount of reduction from base rate”
V: “It is meaningless’
T: “It ismeaningless for your country, but it is meaningful to mine. We are not going any further”.
28 : o : H
In exercise n°1, Albawas never cited asleast cooperative country.
29 1n exercise n°3, Albawas cited 2 times over 8 as |east cooperative country.
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7) Truthfulness and learning

The importance of truthfulness is the last issue that we would like to discuss in this
paper. Clearly, truthfulness should facilitate information exchange and thus fasten the
convergence process (Thompson 1991). Even though negotiators are usually not naive
enough to believe that the expression: "this is the maximum | can give' is aways to
be taken at face value, it usually helps a negotiation move forward if they know that
the other person is not making abusive demands. From that perspective, Ambassadors
were asked every day the following question: "How would you evaluate the
truthfulness of the others' claims?’ The results show interesting trends. First, a large
number of answers show stability in the assessment of others' truthfulness (14 answers
out of 36). Second, we find an upward trend in the evaluation of others' truthfulness
(9 answers out of 36) and almost no decreasing trend (3/36). In, the remaining ten

cases Ambassadors were either not able or not willing to tell anything.

The upward trend is therefore not dominant, contrary to what was found on the
guestion on knowledge. The emphasis on the stability of the perception of others
truthfulness seems to indicate that the trust building phenomenon is less salient than
the building of knowledge. It seems like once a country has an idea of how much
someone's claims can be trusted, it sticks to this opinion and this opinion is quite
resistant to change (i.e. it is not so much updated with the incoming of new
information). One reason could be that trust has more to do with issues of personality
than knowledge. In other words, evaluation of truthfulness may have more to do with
the personality (friendly or deceptive) of negotiators as perceived on the first day than

with the subsequent development of the negotiations.

It is interesting to see whether there is a correlation between countries

assessment of each other cooperativeness, and their evauation of the level of



truthfulness of their claims. For the exercises n° 2 and 3, we observed that the two
guestions entail similar answers: the country that is deemed as the most cooperative is
aways the one that scores highest on the question "How would you evaluate the
truthfulness of others' claims?’ *° Conversely, the country that is said to be the least
cooperative is always the one with the lowest score in terms of truthfulness. This
happens in 100% of the 33 instances observed in these two exercises (18 for most
cooperative and 15 for least cooperative). Results are different in exercise no 4: in 6
instances over a total of 24, we observed discrepancy on the relation “most
cooperative” — “most truthful” or the opposite “least cooperative” — “least truthful.”
However, if we look closer at the discrepant results of exercise n°4, we find out that
the truthfulness scores of the most truthful country and of the most cooperative
country (that was, in other exercises, aso the most truthful) are usually quite close:
we note a difference of one point in 5 cases over atota of 6, and two pointsin the last
case. Overdl, there seems therefore to be a clear correlation between the level of
truthfulness and the level of cooperativeness. We need more observations to
strengthen that point, but it seems that Ambassadors tend not to differentiate between

the two concepts.

Conclusion

Information exchange is a central feature of international negotiations. As a large
body of literature from different fields and using different research methods has
showed, information transmission and interpretation can have an important influence
on the bargaining outcome. Y et, there are still many gaps in our understanding of the
uses individuals make of information, particularly of changing information. Formal

models assume some information processing rules, descriptive studies tend to come

30 Or, if some countries share the same highest score, one of them.
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up with post hoc claims, and previous laboratory experiments seriously question
learning. Our paper brings some new evidence using simulation exercises designed to
be close to rea world negotiations (both in time and complexity) and involving
individuals with either prior experience in trade negotiations or with likely future
involvement in such negotiations. Furthermore, simulations involve participants from
the developing world (or countries in transition), in contrast to most existing studies

0 far.

The first mgor finding of our work is that there is a consistent pattern of
convergence of perception and knowledge among negotiators. Individuals revise their
initial beliefs and expectations as the negotiation proceeds. In short, individuals show
what we could cal a learning attitude. On that account, formal models of the
negotiation process, in particular signaling models, do seem to make valid

assumptions. And the experimental literature may look too pessimistic.

The paper brings home a second set of more specific findings as regards
patterns or dynamics of information processing by individuals. Overal, these
findings reveal that learning is difficult and can be derailed by a host of factors.
Signals are both difficult to define and interpret especially when bluffing is a recurrent
tactic and truthfulness difficult to establish. Overconfidence seems to be at work both
with regards to the ability to uncover others characteristics and constraints and with
regard to the ability to reach an agreement. Self-serving biases and some other forms
of cognitive closure affect the narrowing of differences between the bargaining
positions. Different country characteristics may also interfere, although to a lesser

extent.

These findings may have important practical relevance. To begin with, our

observations reveal that good signalling should entail careful communication. To



simply make an offer or request and hope that the other ones will interpret way in the
desired way is too optimistic a view about the negotiation process. There are hardly
obvious signals. Next, overconfidence should not be encouraged. If one could think
that overconfidence may impress the other side, it is in fact more likely to yield a
deadlock than any advantageous agreement. From this perspective, easy recipes from
best-selling literature on bargaining may prove quite counterproductive. Similarly,
self-serving biases undermine serious efforts toward mutual understanding.
Discussions around the notion of fairness regularly show how an exchange between
self-serving oriented individuals can become sterile. Lastly, regular encounters
between individuals should mostly aim at establishing truthfulness as a critical
facilitator to learning and smoother negotiation processes. Clearly, on that account, it
may be easier to negotiate among a small group of Geneva-based diplomats than

among elected politicians who meet occasionally.

We would like to end with some caveats and some avenues for further work.
The evidence we present in this paper is based upon a limited number of individuals
(roughly 100) who did a simulation exercise with a specific design (GATT/WTO) and
whom we observed mostly on tariffs negotiations. One clear drawback of the chosen
design is that we were not able to gain much about learning in multilateral settings. In
a GATT/WTO tariff world, bilateral meetings drive the process and thus learning
mostly follows the bilateral route. A last, and important, caveat relates to the
impossibility to contrast our findings with exercises done by participants from the
developed world. The fact that our findings differ in severa respects from results
obtained in laboratory experiments in developed countries' universities with students

mostly coming from the developed world may hint at possible interesting variations.



There are, however, too many potential differences between our sample of students

and those of the relevant literature to go beyond risky conjectures at that stage.

The caveats clearly outline the three most important avenues for future work.
First, we am at expanding the number of observations using the same design and
same data collection methods. This will allow us more specific analysis of individual
variations. Second, we would like to run the same experiment with participants from
the developed world. Third, we will try to run a different experiment with a more
multilateral flavor. Clearly the last two extensions raise difficult challenges but
ultimately they will be the only way to test the robustness of the genera trends

reported here.
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APPENDI X 1: Daily questionnaire to ambassadors

1. Areyou satisfied with the state of negotiations up to now ?

least satisfied partialy moderately fairly fully satisfied
(1) (2 (3 (4) )
Why ?
2.1. Could you explain your negotiating strateqy in afew words ?
2.2. Have you changed your strategy since yesterday ? If yes, how and why ?
3.1. Which country do you find the most cooperative ?
Alba Medatia Tristat Vanin
Why ?
3.2. Which country do you find the |east cooperative ?
Alba Medatia Tristat Vanin

Why ?

4.1. In negotiations with Alba, have you already gone down to your maximum concessions on any

product/sector ? If yes, which of them ?

4.2. In negotiations with Medatia, have you already gone down to your maximum concessions on any

product/sector ? If yes, which of them ?

4?2



4.3. In negotiations with Tristat, have you already gone down to your maximum concessions on any
product/sector ? If yes, which of them ?

4.4. In negotiations with Vanin, have you already gone down to your maximum concessions on any
product/sector ? If yes, which of them ?

5. 0n alto5 scale, 5 being the maximun, how would you evaluate your knowledge of the maximum
concessions that X can make ?

Alba

D @) ©) 4) ()
Medatia:

1) @) ©) (4) ©)
Tristat:

1) @) ©) (4) ©)
Vanin:

1 () ©) (4) (5)

6. On a1 to 5 scale, 5 being the maximum, how would you evaluate X's knowledge of the maximum
concessions that you can make ?

Alba:

1) @) ©) (4) ©)
Medatia:

D 2 ©) 4 (5)
Tristat:

D @) ©) 4) ©)
Vanin:

1) @) ©) (4) ©)



7. Do you think there is a zone of agreement with :

Alba Yes
Medatia Yes No
Tristat Yes
Vanin Yes

Do not know

Do not know

Do not know

Do not know

8. Onalto5 scale, 5 being the maximum, how would you evaluate the truthfulness of X's claims?

Alba:

1) @)
Medatia:

D 2
Tristat:

(€ @)
Vanin:

1) @)

9. Have you asked the Minister to modify his/her initial instructions since yesterday ? If yes,

©)

©)

©)

©)

(4)

4

4)

(4)

©)

(5)

©)

©)

on which

products or sectors ?

Yes

No




APPENDIX 2: Daily questionnaireto ministers

1. Areyou satisfied with the state of negotiations up to now ?

least satisfied partialy moderately fairly fully satisfied
1) 2 3 4 ©)

Why ?

2. Are the instructions you initially gave to your team different from cabinet orders ? If yes, on what
bilateral and on which products ?

Yes No

3. Have you changed the instructions that you initially gave to your ambassador ? If yes, how many
times, and for what bilateral ?

Yes No

4. Do you think there is still room to be more flexible with your ambassador, if needed ? If yes, on
which sectors or products ?

Yes No




APPENDI X 3: Debriefing questionnaire

1. Have you ever participated to any real negotiations?

Yes No

1.2. If yes, what did you find were the major similarities between the simulation and reality ?

b)

1.3. What were the major differences between the simulation and reality ?

a)

b)

2. Do you think the following were major problems in the negotiating process ?

a) Lack of flexibility from other country(ies) Yes

If yes, which country(ies) ?

b) Lack of flexibility from your own Minister Yes
¢) Unrealistic ministerial instructions for your team Yes
d) Unrealistic initial requests from other countries Yes

If yes, which one(s) ?

No

No

No

No



€) Lack of trust in other negotiating teams

If yes, which team(s) ?

f) Lack of knowledge about other countries' bottom line

If yes, which country(ies) ?

g) Poor performance of your own negotiating team

h) Lack of time to explore further negotiating opportunities

3. Did you make some concessionsin order to get concessions on other issues more important to you?

If yes, please give an example :

Yes

Yes

Yes

Yes

4. Did you form or try to form a coalition? If yes, with whom and for what purposes?

a7

No

No

No

No



APPENDIX 4: DATA COLLECTED ON ALL EXERCISES

Matching of mutual knowledge. Exercise n® 1

A-M M-A
A’s knowledge of max M’ s knowledge of max
) 3 2 4 2 5 4 :
concession by M concession by A
M’s evaluation of this 5 A’sevaluation of this
knowledge knowledge
Zone of agreement with M Y ? Y Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T's knowledge of max
: 4 2 4 1 4 4 .
concessionby T concession by A
T’ sevaluation of this knowledge A’sevaluation of this
1 4 4
knowledge
Zone of agreement with T ? ? Y ? Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-V V-A
A’s knowledge of max V'’ s knowledge of max
; 4 5 4 3 4 ;
concession by V concession by A
V’s evaluation of this 4 3 A’sevaluation of this
knowledge knowledge
Zone of agreement with V ? Y Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’ s knowledge of max
: 3 3 1 1 4 4 :
concession by T concession by M
T’ sevaluation of this knowledge M’ s evaluation of this
1 4 4 4
knowledge
Zone of agreement with T ? ? ? ? Y N Zone of agreement with M
D1 D2 D3 D1 D2 D3
M-V V-M
M’ s knowledge of max V'’ s knowledge of max
; 1 1 5 3 4 )
concession by V concession by M
V'’sevaluation of this knowledge 1 4 M’s evaluation of this
knowledge
Zone of agreement with V N N Y Y Y Zone of agreement with M
D1 D2 D3 D1 D2 D3
T-V V-T
T’ s knowledge of max V’s knowledge of max
. 1 3 3 3 3 .
concession by V concessionby T
V'’s evaluation of thisknowledge| ... 1 2 1 3 3 T’ s evaluation of this knowledge
Zone of agreement with V ? ? Y ? ? Zone of agreement with T
D1 D2 D3 D1 D2 D3




Matching of mutual knowledge. Exercise n°® 2

A-M M-A
A’s knowledge of max M’ s knowledge of max
) 3 3 2 5 5 ;
concession by M concession by A
M’ s evaluation of this 1 5 A’sevaluation of this
knowledge knowledge
Zone of agreement with M ? Y .. Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T’s knowledge of max
. 4 4 4 4 4 :
concession by T concession by A
T’ s evaluation of this knowledge 4 A’sevaluation of this
knowledge
Zone of agreement with T Y Y . Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-V V-A
A’s knowledge of max V’s knowledge of max
i 3 4 4 X
concession by V concession by A
V’s evaluation of this 3 4 3 A’sevaluation of this
knowledge knowledge
Zone of agreement with V ? Y ? Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’s knowledge of max
. 3 4 4 5 4 3 .
concessionby T concession by M
T’ s evaluation of this knowledge M’s evaluation of this
4 4 4 3 5
knowledge
Zone of agreement with T ? Y N ? ? ? Zone of agreement with M
D1 D2 D3 D1 D2 D3
M-V V-M
M’ s knowledge of max V’s knowledge of max
X 1 5 4 3 4 .
concession by V concession by M
V’sevaluation of this knowledge 4 M’s evaluation of this
knowledge
Zone of agreement with V Y Y Y Y Y Zone of agreement with M
D1 D2 D3 D1 D2 D3
T-V V-T
T's knowledge of max V'’ s knowledge of max
. 5 4 4 3 4 ;
concession by V concessionby T
V’sevaluation of thisknowledge| 4 3 .. 3 3 4 T’ s evaluation of this knowledge
Zone of agreement with V ? ? Y ? Y ... | Zoneof agreement with T
D1 D2 D3 D1 D2 D3




Matching of mutual knowledge. Exercise n® 3

A-M M-A
A’s knowledge of max M’ s knowledge of max
) 2 4 4 3 4 )
concession by M concession by A
M’ s evaluation of this 3 A’sevaluation of this
knowledge knowledge
Zone of agreement with M Y Y Y Y N Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T’s knowledge of max
: 4 3 3 ;
concessionby T concession by A
T’ s evaluation of this knowledge A’sevaluation of this
knowledge
Zone of agreement with T ? ? Y Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-V V-A
A’ s knowledge of max V’s knowledge of max
. 4 3 4 X
concession by V concession by A
V’s evaluation of this 2 i i A’sevaluation of this
knowledge knowledge
Zone of agreement with V ? ? ? N Y N Zone of agreement with A
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’s knowledge of max
. 3 3 3 3 2 .
concessionby T concession by M
T’sevaluation of this knowledge M’s evaluation of this
knowledge
Zone of agreement with T ? Y Y Y Y Y Zone of agreement with M
D1 D2 D3 D1 D2 D3
M-V V-M
M’ s knowledge of max V’s knowledge of max
. 1 3 4 2 4 _
concession by V concession by M
V’sevaluation of this knowledge 3 M’ s evaluation of this
knowledge
Zone of agreement with V Y Y Y N N N Zone of agreement with M
D1 D2 D3 D1 D2 D3
T-V V-T
T's knowledge of max V'’ s knowledge of max
i 2 3 3 4 ;
concession by V concessionby T
V'sevaluation of thisknowledge| ... 2 2 2 T’ s evaluation of this knowledge
Zone of agreement with V Y ? Y ? N Y Zone of agreement with T
D1 D2 D3 D1 D2 D3




Matching of mutual knowledge. Exercise n® 4

A-M M-A
A’s knowledge of max M’ s knowledge of max
) 3 4 4 5 4 5 )
concession by M concession by A
M’ s evaluation of this 3 3 A’sevaluation of this
knowledge knowledge
Zone of agreement with M Y Y Y Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T’s knowledge of max
: 1 2 4 4 3 4 :
concessionby T concession by A
T’ s evaluation of this knowledge A’sevaluation of this
4 3
knowledge
Zone of agreement with T N ? Y Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
A-V V-A
A’ s knowledge of max V’s knowledge of max
. 4 2 3 3 3 4 -
concession by V concession by A
V’s evaluation of this 4 A’sevaluation of this
knowledge knowledge
Zone of agreement with V Y ? Y Y Y Y Zone of agreement with A
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’ s knowledge of max
. 4 4 5 4 2 3 .
concessionby T concession by M
T’sevaluation of this knowledge 3 3 M’s evaluation of this
knowledge
Zone of agreement with T Y ? Y Y N Y Zone of agreement with M
D1 D2 D3 D1 D2 D3
M-V V-M
M’s knowlt_edge of max i 3 i 4 3 4 V's knowlt_edge of max
concession by V concession by M
V’sevaluation of this knowledge M’s evaluation of this
2 3 2 3
knowledge
Zone of agreement with V Y ? Y Y N ? Zone of agreement with M
D1 D2 D3 D1 D2 D3
T-V V-T
T's knowledge of max V'’ s knowledge of max
: 3 4 4 3 :
concession by V concessionby T
V’sevaluation of thisknowledge| 3 3 3 3 4 4 T’ s evaluation of this knowledge
Zone of agreement with V N Y Y ? Y Y Zone of agreement with T
D1 D2 D3 D1 D2 D3
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APPENDIX 5: DATA COLLECTED ON EXERCISES 2,3 AND 4

Knowledge, truthfulness and evaluation of cooperativeness. Exercise n° 2

A-M M-A
A’ s knowledge of max M’ s knowledge of max
. 3 3 2 5 5 .
concessionshy M concessions by A
A’sevauation of M’s M’sevaluation of A’s
4 3 2 5 4
truthfulness truthfulness
Most cooperative (for A) T V A A A Most cooperative (for M)
Least cooperative (for A) \% T T T T L east cooperative (for M)
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T's knowledge of max
) 4 4 4 4 4 )
concessionsby T concessions by A
A’sevaluation of T's 4 3 3 3 3 T’sevaluation of A’s
truthfulness truthfulness
Most cooperative (for A) T \% A A A Most cooperative (for T)
Least cooperative (for A) \% T M M Least cooperative (for T)
D1 D2 D3 D1 D2 D3
A-V V-A
A’s knowledge of max V’s knowledge of max
. 3 4 4 .
concessions by V concessions by A
A’sevaluation of V's V’'sevaluation of A’s
4 4 5
truthfulness truthfulness
Most cooperative (for A) T \% M M Most cooperative (for V)
Least cooperative (for A) \% T T T Least cooperative (for V)
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’ s knowledge of max
. 3 4 4 5 4 3 .
concessionsby T concessionshy M
M’sevaluation of T's T’sevaluation of M’s
truthfulness ! 2 ! 2 2 2 truthfulness
Most cooperative (for M) A A A A A A Most cooperative (for T)
L east cooperative (for M) T T T M M L east cooperative (for T)
D1 D2 D3 D1 D2 D3
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M-V V-M
M’ s knowledge of max V’s knowledge of max
. 1 5 4 3 4 )
concessions by V concessions by M
M’s evaluation of V's > 5 4 2 4 V’'sevaluation of M’s
truthfulness truthfulness
Most cooperative (for M) A A A M M Most cooperative (for V)
L east cooperative (for M) T T T T T Least cooperative (for V)
D1 D2 D3 D1 D2 D3
T-V V-T
T’ s knowledge of max V’s knowledge of max
. 5 4 4 3 4 .
concessions by V concessionshy T
T’sevaluation of V's V'sevaluation of T's
3 2 2 2 4
truthfulness truthfulness
Most cooperative (for T) A A A M M Most cooperative (for V)
Least cooperative (for T) M M T T Least cooperative (for V)
D1 D2 D3 D1 D2 D3

Knowledge, trustfulness and evaluation of cooperativeness. Exercisen® 3

A-M M-A
A’s knowledge of max M’ s knowledge of max
. 2 4 4 3 4 .
concessionshy M concessions by A
A’sevaluation of M’s 4 4 4 3 2 4 M’sevaluation of A’s
truthfulness truthfulness
Most cooperative (for A) M M M A T \% Most cooperative (for M)
L east cooperative (for A) T \% T A T L east cooperative (for M)
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T’s knowledge of max
) 4 3 3 .
concessionshy T concessions by A
A’sevauationof T's 4 4 4 3 > T’'sevaluation of A’'s
truthfulness truthfulness
Most cooperative (for A) M M M A M \% Most cooperative (for T)
L east cooperative (for A) T \% \% L east cooperative (for T)
D1 D2 D3 D1 D2 D3




A-V V-A
A’s knowledge of max V'’ s knowledge of max
, 4 3 4 .
concessions by V concessions by A
A’sevaluation of V's 4 4 4 1 1 > V'sevaluation of A’s
truthfulness truthfulness
Most cooperative (for A) M M M M T T Most cooperative (for V)
L east cooperative (for A) T \% T A Least cooperative (for V)
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’ s knowledge of max
. 3 3 3 3 2 .
concessionshy T concessions by M
M’sevaluation of T's T’'sevaluation of M’s
3 3 4 2
truthfulness truthfulness
Most cooperative (for M) A T \% A M \% Most cooperative (for T)
L east cooperative (for M) T A T \% L east cooperative (for T)
D1 D2 D3 D1 D2 D3
M-V V-M
M’ s knowledge of max V'’ s knowledge of max
. 1 3 4 2 4 .
concessions by V concessionshy M
M’s evaluation of V’s 3 3 4 3 1 3 V’sevaluation of M’s
truthfulness truthfulness
Most cooperative (for M) A T \% M T T Most cooperative (for V)
L east cooperative (for M) T A T T A Least cooperative (for V)
D1 D2 D3 D1 D2 D3
T-V V-T
T’s knowledge of max > 3 3 4 V’s knowledge of max
concessions by V concessionsby T
T’sevaluation of V's 2 3 1 1 4 V’'sevauationof T's
truthfulness truthfulness
Most cooperative (for T) A M \% M T T Most cooperative (for V)
L east cooperative (for T) Vv T A Least cooperative (for V)
D1 D2 D3 D1 D2 D3




Knowledge, trustfulness and evaluation of cooperativeness. Exercisen® 4

A-M M-A
A’s knowledge of max M’ s knowledge of max
. 3 4 4 5 4 5 .
concessions by M concessions by A
A’sevauation of M's 4 4 4 5 5 5 M’sevaluation of A’s
truthfulness truthfulness
Most cooperative (for A) \% M T T A A Most cooperative (for M)
L east cooperative (for A) T T \% \% T \% L east cooperative (for M)
D1 D2 D3 D1 D2 D3
A-T T-A
A’s knowledge of max T’ s knowledge of max
) 1 2 4 4 3 4 )
concessionshy T concessions by A
A’sevauation of T's T'sevaluation of A’s
truthfulness ! ! 4 3 3 4 truthfulness
Most cooperative (for A) \% M T A \% \% Most cooperative (for T)
L east cooperative (for A) T T \% \% M M L east cooperative (for T)
D1 D2 D3 D1 D2 D3
A-V V-A
A’s knowledge of max V'’ s knowledge of max
. 4 2 3 3 3 4 .
concessions by V concessions by A
A’sevauation of V's 4 1 > 3 2 4 V’sevauation of A’s
truthfulness truthfulness
Most cooperative (for A) \% M T T T T Most cooperative (for V)
Least cooperative (for A) T T \Y M M M Least cooperative (for V)
D1 D2 D3 D1 D2 D3
M-T T-M
M’ s knowledge of max T’s knowledge of max
) 4 4 5 4 2 3 .
concessionsby T concessionshy M
M’sevaluation of T's 4 4 4 4 1 > T’'sevauation of M’s
truthfulness truthfulness
Most cooperative (for M) T A A A \% \% Most cooperative (for T)
L east cooperative (for M) \% T \% \% M M L east cooperative (for T)
D1 D2 D3 D1 D2 D3




M-V V-M
M’ s knowledge of max V'’ s knowledge of max
. 4 3 4 4 3 4 )
concessions by V concessions by M
M’s evaluation of V's V’'sevaluation of M’s
truthfulness 4 3 4 4 4 4 truthfulness
Most cooperative (for M) T A A T T T Most cooperative (for V)
L east cooperative (for M) \% T \% M M M Least cooperative (for V)
D1 D2 D3 D1 D2 D3
T-V V-T
T’ s knowledge of max V’s knowledge of max
. 3 4 4 3 4 4 .
concessions by V concessionsby T
T’sevaluation of V's 4 4 4 4 4 4 V'sevaluation of T's
truthfulness truthfulness
Most cooperative (for T) A \% \% T T T Most cooperative (for V)
Least cooperative (for T) \% M M M M M Least cooperative (for V)
D1 D2 D3 D1 D2 D3




