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Question No. 1
Two engineering groups have been working together on a project for 2 years. The project has been completed and each group will be moved back to their original location. During the last two years substantial pieces of equipment have been acquired jointly. The list contains 22 items ranging in value from a few hundred dollars to hundreds of thousands of dollars. Each group would like to take some of these with them. They have differing utility values for each of the items. How do you recommend that they divide up the equipment? Be sure to give reasons for your recommendations.

(25 points)

Fair division – see page 231ff. Allocation of points, decreasing ratios, maxi-min solution. Less desirable options – sequential choice, coin toss, divide and choose is probably the best of these.

One good point from  a student – good analytical way, quick manner, appeals to engineers

Bidding was also suggested.

One of you said that allocation would not happen in real life

A number of you did not give reasons for your choice.

21 people got all 25 points – class average 22.2, minimum 8 (48 people took the exam)

Question No. 2
The design that you have been working on requires a special part manufactured by only one supplier. You are fairly knowledgeable about the supplier’s processes and feel that you should be able to procure the part for around $60. The most recent quote from the supplier is $75. What should you do? Be sure to give reasons for your recommendations.

 (25 points)

This is an example of having to negotiate from a relatively weak position, which however can be strengthened by good arguments.

Good negotiating points are: your knowledge of a fair price and the process, future working together, the potential to design the part out in time, fairness, develop other sources.

You should carefully prepare this and any other points before asking for a meeting with the supplier – preferably not just sales people but their engineers as well.

One must be prepared to being stuck with the $75 for the short term.

The importance of the item (low or high volume, etc.) would also be a consideration
I got many good answers (21 worthy of the 25 points, class average 21.5, minimum 10) I did not think that an attempt to negotiate by going below $60 as a start was a good ploy- they would have been more insulted than you were by thinking you were being taken advantage by the $75. I think in cases like these it is very important not to react emotionally to being taken advantage of.


Question No. 3

You are fortunate enough to graduate in a year when there are plenty of job opportunities. Unfortunately, in this type of market, employers will put pressure on you to accept or decline within a relatively short period of time (weeks). You start interviewing and receiving offers early in your last semester. What do you think your best strategy would be and why?

(10 points) There were two main points to this question – preparation and what to do about the timing problem. I divided the points equally. Few had problems with the preparation, in fact kind of overdid it considering the value of the question. A goodly number of you did not recognize the timing problem, some dealt with it superficially. The best answer was to estimate the number of offers and let 38% go by (select the best candidate), unless of course it was your favorite. 11 correct, average 6.7, minimum 2.

Question No. 4

Assume that you are a project manager who is just starting a project for a client. The completion date, total cost, and three important specifications (e.g., relating to functionality and performance) have not been determined and you will have to negotiate with the client. Make a template for your negotiation.

(15 points)

A template is a list of issues, with levels and potential resolutions, as shown on page 211.

30 got this right. One of you said – this happens every day at work!  Others described the phases of negotiations instead and I graded these from 5 and up. Others gave non-responsive answers and got less than 5. 

Part No. 5 Short questions (25 points total) The number of people getting the question right is given in parentheses at the end of the answer

a. Raiffa is very high on using Solver for certain types of problems. Why do you think this is the case? (2)

Many problems can be set up quantitatively as an optimization problem. Solver is a quick easy and cheap way of getting a solution. (33)

b. Two coworkers cannot agree how to divide up a task and ask their manager to do it for them. One of them is very definite about the maximum portion that he/she will accept. This is an example of (2) Bounded arbitration is the best answer – I accepted manager as arbitrator as well (11)

c. A utility curve can be used to make a decision among several alternatives (True or False) (1) That is what the case in chapter 8 was all about (page 143) (33)
d. By a priori odds we mean (2) Any probabilities that are known beforehand (39)
e. The game below is an example of what kind of a game? (2) Equilibrium (page 60). I know I said in class that iterative dominance was ok, but I was wrong (26)

	5,4
	1,2

	2,1
	3,3


f. In negotiations, you would like to get as large a portion of the total that you create with the other party. What is your major dilemma? (2)

Claiming part of the pie vs. enlarging the pie. This is the negotiators dilemma (page 85) (24) 

g. When there are uncertainties associated with each choice and the payoffs are different for the choices, it is best to construct a (2) I accepted many answers – tree diagram, risk profile, expected utility etc. (45)

h. Phase I of negotiating is to prepare a template for discussion points jointly with the other party (True / False) (2) This describes phase II (47)

i. The allocation of a travel budget among an engineering manager’s staff is an example of a win – win negotiation (True / False) (2) The pie is fixed. Some win, some lose. (31)
j. The acronym BATNA stands for (2) Best alternative to a negotiated settlement (46)
k. In assessing the distribution of the reservation value of an opposing negotiator, what kind of distribution would you use and why (2) I accepted any reasonable statistical distribution as long as a reason was given. I think that a truncated normal or a beta is best because they have clear maxima and minima and one can easily calculate the probabilities (23)
l. “Ill write down my bid, if you will write down yours at the same time. If they don’t overlap, we’ll split the difference” This is an example of (2) Double auction or simultaneous revelation (21)

m. Two negotiators have created a template containing six issues and each has ranked the 6 with a score shown below. Which of these is an extreme efficient contract? (2)_If you draw a graph of A vs. B, you can see that c and e are extreme efficient points (29)
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