
Efficient condition ( ) ( ) gbbg xx πγ−=− 12  

Claim 1: When gb pππ > , then strikes cannot be efficient. 

Proof  

Consider a strike mechanism ( ) ( )( )bbgbbbbgg xxxx ,,1,1,,, γπγγγµ −+==  which 

satisfies (2), with 1<bγ . 

We want to show that there is a mechanism ∗µ  more efficient then µ , where 
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,  

δ  is a small positive number. 

Computing the informed bargainer’s payoffs with µ  and ∗µ . 
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The resulting changes in expected payoffs to the informed bargainer in the good states 

is
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the resulting changes in expected payoffs to the informed bargainer in the bad states is 
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the resulting changes in expected payoffs to the uninformed bargainer is 
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So ∗µ  is more efficient then µ ; i. e. , strikes cannot be efficient. 



Claim 2: When gb pππ < , then least one efficient strike mechanism exists. 

Proof  

Consider a strike mechanism ( ) ( )0,0,,1,,, gbbgg xx πγγµ == . 

Assume a mechanism ( )( )
( )( )ddxx gbbgg ,,1,1,,,

2

δπδγγµ −+== ∗∗∗∗∗  is strictly 

dominatesµ . So we get 
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an contradiction. 

Claim 3: When gb pππ > , then ( ) ( )bbbbgg xx ππγγµ ,1,,1,,, ==∗  is the best 

mechanism for uninformed bargainer. 

Proof 
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Claim 4: When gb pππ < , then ( ) ( )0,0,,1,,, gbbgg xx πγγµ ==∗  is the best 

mechanism for uninformed bargainer. 

Proof 

( ) ( )( )bbgbbbbgg xxxx ,,1,1,,, γπγγγµ −+== , where  

10 ≤≤ bγ , bbx π≤≤0 , ( ) ggbbx ππγ ≤−+≤ 10 ,

( ) ( ) bgbggbbggggg xxxIR γπππγππγ −−=−+−=−≤ 210: , ( ) bbbb xIR −≤ πγ0:  

The possible region is 



 

So the vertex of the possible region is ( ) ( ) ( ){ }bbg πππ ,1,,1,0,1,0,1,0,0,,1 . 

The target function 

( ) ( ) ( )[ ] ( ) ( ) gbbbgbbbgu pxxpxpxppxu πγπγµ −+=−+−+=−+= 1111 . 

So ( ) ( ) ( ) bbbuuggu uupu πππππ === ,1,,1,00,1,0,1,0,0,,1  

Claim 5: When ( ) ( )0,1,0,1,,, ==∗
bbgg xx γγµ  is the best mechanism for informed 

bargainer. 

Proof 

Assume ( )bbgg xx ,,, γγµ = . 

When the true state is good, { } gggg x ππγ =−max , where 0,1 == gg xγ ; 

When the true state is bad, { } bbbb x ππγ =−max , where 0,1 == bb xγ . 

So in whatever situation, ∗µ  is the best mechanism. 
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