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A B S T R A C T   

This paper explores the extent to which bargaining power asymmetries among supply chain members moderate 
the effect that the delay costs of the setting exert on negotiation outcomes. First, we propose that the influence of 
delay costs on the initial gap between the bargaining demands of sellers and buyers (i.e., initial bargaining gap) 
decreases when buyers have a bargaining power advantage over sellers. Second, we posit that this moderation 
effect reduces the indirect effect that the delay costs have on negotiation outcomes (via the initial bargaining 
gap). To test these notions, we conduct a 2 × 2 between-subjects experiment with undergraduate students from a 
large European university in which we manipulate the relative bargaining power and delay costs of the setting. 
We conduct our analysis with 292 observations. Our findings support our theoretical predictions. Specifically, 
results indicate that bargaining power moderates (i.e., reduces) the effect of the delay costs on negotiation 
processes by reducing their influence on the initial bargaining gap. Likewise, our analysis shows that because 
more powerful buyers are less likely to modify their behavior as a result of the delay costs, they face a higher risk 
of obtaining suboptimal bargaining profits.   

1. Introduction 

Prior behavioral research on accounting and psychology exploring 
buyer-seller cooperative negotiations finds that buyers that have more 
bargaining power than their counterparties (i.e., sellers) usually demand 
and obtain a larger slice of the bargaining pie (e.g., De Dreu and Van 
Kleef, 2004; Van den Abbeele et al., 2009). In this study, we expand this 
research line by exploring how the relative bargaining power of buyers 
(i.e., in relation to sellers) moderates the extent to which they take into 
consideration negotiation costs when making their bargaining decisions. 
In particular, we claim that the extent to which the delay costs of the 
bargaining setting align the initial bargaining demands of sellers and 
buyers (i.e., sellers’ initial offer and buyers’ first counteroffers) and in
fluence the outcomes of negotiations decreases when buyers have higher 
relative bargaining power than sellers. 

The delay costs of the bargaining setting refer to the profit losses 
derived from the length of the negotiation (Cross, 1969).1 In general, as 

the delay costs of the setting accumulate faster (i.e., higher delay costs), 
rational negotiators will tend to use a less aggressive bargaining 
approach and will align their demands with their counterparties so as to 
have shorter negotiations (e.g., Grossman and Perry, 1986). Therefore, 
in settings with higher delay costs the difference between the initial 
demands of sellers and buyers (hereafter “initial bargaining gap”) is 
likely to be smaller. Because initial offers inform negotiators of their 
counterparties’ aspirations and general bargaining approach (e.g., 
Galinsky, 2004; Thompson, 2004), we expect the initial bargaining gap 
to also exert an important influence on the negotiation process. These 
notions suggest that the delay costs are likely to influence the outcomes 
of negotiations indirectly through the initial bargaining gap. Our theo
retical framework posits that the extent to which the delay costs reduces 
the initial bargaining gap and exert an indirect effect on negotiation 
outcomes decreases when buyers hold a bargaining power advantage 
over sellers. Because relative bargaining power makes negotiators 
perceive a higher control over negotiation outcomes (Fast et al., 2009) 
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1 There are multiple reasons for these profit losses, such as negotiators’ inter-temporal preferences, the speed at which the consumer’s interest in the negotiated 
product is eroded, contractual penalizations (e.g., due to late delivery), the threat of entry of new competitors (Srivastava et al., 2000), or even by more classical 
types such as financial or opportunity costs (Arnold, 2015). 
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and lead them to underweight other environmental factors when making 
decisions (Galinsky et al., 2008), we expect more powerful buyers to be 
less prone to aligning their initial demands with those of the sellers. In 
other words, we propose that the degree to which the delay costs of the 
setting reduce the initial bargaining gap (i.e., align the initial demands 
of sellers and buyers) decreases when the buyers have higher relative 
bargaining power than sellers. As a result of this, we posit that buyers’ 
bargaining power will reduce the indirect effect that the delay costs 
exert on the duration of negotiations and buyers’ overall bargaining 
profits.2 

To test our theoretical expectations, we conduct a 2 × 2 between- 
subjects experiment simulating a sequential buyer-seller negotiation in 
which we manipulate buyers’ relative bargaining power (i.e., higher or 
equal in relation to sellers) and the delay costs (i.e., low or high) of the 
setting. In the setting, only buyers know the size of the bargaining pie, 
and they are allowed to share this information with sellers if they want 
to. We consider this setting to be an appropriate test of our hypothesis 
because its noncooperative nature provides a natural context in which 
the potential effects of bargaining power asymmetries are likely to affect 
buyers’ decisions. In the same vein, using this specific setting allows us 
to develop hypotheses based on solid prior theoretical notions on the 
role of delay costs on bargaining processes and compare our work with 
prior behavioral research on negotiations (e.g., Grossman and Perry, 
1986; Srivastava, 2001). Overall, as expected, our findings indicate that 
delay costs influence the extent to which negotiators’ initial demands 
align with their counterparties, and this effect is moderated (i.e., 
reduced) by their relative bargaining power. Likewise, we find evidence 
suggesting that this moderation effect has consequences for the duration 
of negotiations and bargaining profits. 

This study expands current accounting and business research 
exploring the effect of relative bargaining power and/or negotiation 
costs on negotiators’ behavior and bargaining outcomes in two different 
ways. First, we expand the experimental accounting literature address
ing the effects of relative bargaining power in supply chain negotiations 
(e.g., McCracken et al., 2011; Drake and Haka, 2008; Van den Abbeele 
et al., 2009; Chang et al., 2013; Masschelein et al., 2012) by showing 
that relative bargaining power not only promotes a distributive bar
gaining approach but it also reduces the extent to which negotiators 
consider other environmental factors into their decision-making pro
cess. In this way, when a negotiator is in a disadvantageous bargaining 
power position, she should not expect the powerful counterparty’s 
behavior to be flexible as a result of other environmental factors, such as 
the delay costs. Or conversely, when negotiators are in an advantageous 
bargaining power situation, they should objectively evaluate the delay 
costs in order to avoid making excessively risky or overconfident de
cisions that may lead to suboptimal outcomes or even to a compromise 
of future interactions with their counterparty. Second, we contribute to 
the accounting literature exploring the way in which negotiation costs 
influence negotiators’ behavior (e.g., Arnold, 2015). Specifically, we 
show that the extent to which negotiation costs influence negotiators’ 
behavior and decisions depends on other factors, such as their relative 
bargaining power. Management and cost accounting researchers should 
consider these kinds of moderating effects when exploring how agents 
elaborate their cost-benefit analysis in different business situations. This 

is especially important in buyer-seller negotiations because these bar
gaining processes are often about business opportunities where the 
passage of time is costly (Cross, 1969; Srivastava et al., 2000), but it 
might also contribute to new insights on managers’ answers to first of
fers by auditors where the timing and the power asymmetry are 
fundamental variables (Cheng et al., 2017; Sanchez et al., 2007). Third, 
although the effect of the difference between the initial demands of 
sellers and buyers (i.e., initial bargaining gap) has not previously been 
studied by accounting research on supply chain negotiations, our find
ings indicate that it may play an important role. Specifically, our anal
ysis indicates that the initial bargaining gap acts as a process variable 
that significantly mediates the effect of bargaining power and delay 
costs on negotiation outcomes. This suggests that the initial bargaining 
gap effectively informs buyers’ initial perceptions about the negotiation 
environment (e.g., bargaining power and delay costs) to the sellers, and 
this information exerts a significant influence on negotiation outcomes. 

2. Theory and hypothesis 

2.1. Critical theoretical concepts 

Before developing theoretical predictions, we provide a brief theo
retical insight into three critical notions for this study: delay costs, 
relative bargaining power, and the specific bargaining setting in our 
analysis. The term “delay costs” refers to the profit losses (i.e., both in 
monetary terms and the loss of utility derived from the postponement of 
consumption) derived from the passage of time (Cross, 1969). In this 
matter, delay costs are usually represented by a discount factor that 
indicates the degree to which earlier agreements are preferred over later 
agreements. This discount factor will depend, in general, on the sensi
tivity of the negotiation profits to the passage of time. Factors such as 
inter-temporal preferences, the speed at which the consumer’s interest 
in the negotiated product is eroded, contractual penalizations (e.g., due 
to late delivery), the threat of entry of new competitors (Srivastava et al., 
2000), or the existence of any other financial or opportunity cost 
(Arnold, 2015) may increase the delay costs of the setting. When 
negotiation-related profits decrease slowly (quickly) over time, buyers 
will discount future payoffs at a lower (higher) rate and, hence, their 
penalization for delaying agreements will be lower (higher). This 
rationale implies that the costs of engaging in longer negotiations are 
higher in settings with higher delay costs. As a consequence, in these 
kinds of settings buyers are likely to be more interested in reaching 
agreements earlier (e.g., Cramton, 1992).3 

For the purposes of this study, we use a dependence-based notion of 
relative bargaining power developed within social exchange theory. 
This theory proposes that a buyer’s relative bargaining power (i.e., 
buyer’s capacity to influence the seller’s actions) is a function of her 
relative dependency on the seller (e.g., Emerson, 1962). Hence, those 
buyers that possess more valuable alternatives than their trading part
ners (i.e., sellers) would be less dependent and therefore more powerful 
(e.g., Emerson, 1976; Wolfe and Mcginn, 2005). We adopt this notion of 
relative bargaining power as being consistent with previous accounting 
and economic research in dyadic negotiations, both in experimental and 

2 A real-life example from market competition, in which the bargaining 
environment is determined by delay costs and bargaining power, could be the 
negotiations that Walmart holds with its different suppliers of different kinds of 
products. During 2015, Walmart decided to negotiate a price reduction with its 
suppliers in order to re-gain market share (Pettypiece and Townsend, 2015). 
The longer the negotiation, the larger Walmart’s opportunity cost (e.g., loss in 
revenues) of not being competitive in the market. According to the news, less 
powerful suppliers accepted Walmart’s conditions relatively quick; however, 
more powerful suppliers like Procter & Gamble decided to enter into a longer 
negotiation. 

3 A related research stream explores the influence of time pressure on ne
gotiators’ behavior. This research line does not assume that the size of the 
bargaining pie shrinks every round but gives negotiators a deadline (i.e., certain 
number of rounds) to reach an agreement (e.g., Smith et al., 1982; De Dreu, 
2003). In negotiations with delay costs every round is costly and negotiators 
experience losses from the initial rounds while in negotiations considering time 
pressure, negotiators can go several rounds without incurring any losses (i.e., 
the size of the bargaining pie does not decrease). We develop our theoretical 
predictions around the economic incentives generated by delay costs rather 
than on time pressure because our theoretical framework explores buyers’ 
decision-making processes in the initial rounds of the negotiations. 
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archival studies (e.g., Van den Abbeele et al., 2009; Schloetzer, 2012). 
Finally, this study explores buyers’ behavior in a noncooperative/ 

distributive sequential negotiation setting with one-sided (i.e., buyer- 
side) asymmetric information, similar to the one proposed by Gross
man and Perry (1986). In our setting, buyers are intermediaries that 
acquire a good from a seller in order to re-sell it to end consumers.4 

Negotiations take place over the price of the good of interest. The seller’s 
production cost is common knowledge to both negotiators. Buyers have 
a distribution cost per unit that is only known by them and the existence 
of this information asymmetry is common knowledge for both in
dividuals. Therefore, sellers do not know the size of the bargaining pie (i. 
e., selling price to end consumers minus the accumulated costs of the 
supply chain) and are unable to calculate the relative split of the pie 
derived from buyers’ offers. Buyers, in contrast, possess full information 
on these issues. The game consists of a series of offers and counteroffers, 
always started by the seller, that continues until an agreement is reached 
or any of the parties abandons the negotiation without reaching an 
agreement. When making a counteroffer, buyers are free to accompany 
it with private information revealing the size/split of the bargaining pie. 
In this setting, bargainers’ gains diminish according to an equal and 
commonly known discount rate. If the process ends without an agree
ment, the parties’ payoffs are equal to a certain value defined by their 
outside options. 

2.2. Delay costs, bargaining power, and initial bargaining gap 

Fig. 1 shows a summary of our theoretical propositions. Research on 
sequential bargaining suggests that the delay costs of the setting exert an 
important influence on negotiation outcomes (e.g., Grossman and Perry, 
1986). This influence is composed by two different effects. The first is a 
mathematical or direct effect on the bargaining profits. In settings with 
higher delay costs, ceteris paribus, the cost of extending negotiations is 
higher than in settings with lower delay costs. Therefore, for the same 
final price and number of rounds negotiated, profits will be lower in 
settings with higher delay costs. This feature of sequential negotiations 
creates a systematic difference between the bargaining profits of nego
tiations conducted in settings with different levels of delay costs (in our 
case low and high delay costs). The second effect is the influence that the 
delay costs exert on negotiation outcomes by influencing the behavior of 
negotiators. In settings with higher delay costs, bargainers (i.e., sellers 
and buyers) are likely to be more interested in reaching earlier agree
ments (e.g., Grossman and Perry, 1986; Srivastava et al., 2000) and have 
lower demands (e.g., Zwick and Chen, 1999) than in settings with lower 
delay costs. Hence, in settings with higher delay costs, sellers tend to 
make less aggressive initial offers, and buyers tend to be more likely to 
accept those initial offers, or submit less aggressive counteroffers in case 
they reject them. In other words, in settings with higher delay costs, the 
gap between the initial bargaining positions of sellers and buyers (the 
initial bargaining gap hereafter) tends to be smaller. We consider that 
there is no scientific interest in exploring the first effect (i.e., mathe
matical effect of delay costs on profits). Therefore, although we empir
ically control for this first effect in our empirical analysis, our study 
focuses on the effect that delay costs exert on negotiation outcomes 
through the behavior of negotiators. For the purposes of our analysis, we 
refer to this behavioral effect as the “behavioral delay cost effect” or 
simply the “behavioral effect.” More specifically, we investigate how 
differences in the relative bargaining power among negotiators influ
ence this behavioral effect. 

We expect that the extent to which the “behavioral delay costs effect” 
reduces the initial bargaining gap depends on the relative bargaining 
power status among negotiators. Negotiators holding a relative 

bargaining power advantage over their counterparties are more likely to 
show higher aspirations, make higher demands, and give fewer con
cessions than negotiators bargaining under equal power conditions (e.g., 
Pinkley et al., 1994; De Dreu and Van Kleef, 2004). Moreover, relative 
bargaining power changes negotiators’ perception about the overall 
negotiation environment, and therefore the extent to which they 
incorporate other environmental factors into their decision-making 
process. Specifically, negotiators with higher relative bargaining 
power are more optimistic about obtaining their desired outcomes 
(Anderson and Galinsky, 2006), more oriented toward risk-taking 
(Jordan et al., 2011), more prone to making overconfident decisions 
(Fast et al., 2012), and have a more exaggerated perception of control 
over outcomes (Fast et al., 2009). These notions suggest that buyers with 
a higher relative bargaining power (i.e., over sellers) may consider other 
situational factors to a lesser extent when making bargaining decisions 
(White and Neale, 1994; Galinsky et al., 2008). Therefore, we propose 
that the negative influence of delay costs on the initial bargaining gap 
will be reduced when buyers hold a relative bargaining power 
advantage. 

We specifically propose the moderating role of buyers’ bargaining 
power to occur on the initial bargaining gap (as opposed to subsequent 
bargaining gaps during the negotiation) because buyers have a better 
opportunity to communicate their “maximum” negotiation demands at 
the beginning of the negotiation. Prior literature suggests that in bilat
eral negotiations, the initial offers of each party establish the negotiation 
limits. Once these limits are established, counteroffers on each side tend 
to be more favorable to the counterparty with each subsequent inter
action and, therefore, offers and counteroffers gradually converge over 
time (Backus et al., 2020). Intuitively, this notion suggests that once 
negotiation boundaries are set, both parties are likely to either stand 
firm or make concessions, but do not tend to go backward and ask for 
even greater concessions in a subsequent offer (i.e., the bargaining gaps 
are likely to get smaller over time). Based on these notions, we expect 
relative bargaining power to reduce the negative behavioral effect of the 
delay costs on buyers’ demands in the initial bargaining gap because it is 
usually in this initial stage where buyers can communicate their 
maximum demands to the seller. These prior arguments motivate the 
following hypothesis: 

H1. The negative behavioral influence of the delay costs on the initial 
bargaining gap is reduced when buyers hold a bargaining power advantage. 

2.3. The mediated moderation eff ;ect of buyers’ bargaining power on the 
relation between delay costs, duration of negotiations, and bargaining 
profits 

As mentioned in the theoretical development of H1, in settings with 
higher delay costs, the initial bargaining demands of sellers and buyers 
tend to be more similar than in settings with lower delay costs. This 
similarity in the initial demands (or lower initial bargaining gap) facil
itates earlier agreements. If the initial bargaining gap is equal to 0, 
agreements are reached immediately. If the initial bargaining gap is 
positive, sellers will be more likely to settle when the initial bargaining 
gap is lower. Therefore, by reducing the initial bargaining gap, the delay 
costs of the setting are likely to reduce the duration of negotiations. In 
other words, the delay costs have a negative indirect effect on the 
duration of negotiations via the initial bargaining gap. Given that the 
behavioral effect of the delay costs on the initial bargaining gap is likely 
to be reduced when buyers hold a bargaining power advantage (i.e., 
H1), we expect the indirect behavioral effect of the delay costs on the 
duration of negotiations (via the initial bargaining gap) to be reduced 
when buyers hold a bargaining power advantage. We formalize these 
ideas with the following hypothesis: 

H2. The negative indirect behavioral effect of the delay costs on the dura
tion of negotiations (via the initial bargaining gap) is reduced when buyers 
hold a bargaining power advantage. 

4 We could translate this same example to the relationship between two links 
in a supply chain, or the negotiation of transfer prices between departments of 
the same company. 
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The reduction in the duration of negotiations driven by the behav
ioral effect of the delay costs is likely to influence buyers’ profits because 
buyers are likely to make more profits when negotiations are shorter. 
Buyers’ profits are higher if an acceptable price is agreed in the first 
round rather than in further rounds because in the first round the delay 
costs are equal to zero. Likewise, those buyers rejecting the initial offer 
and negotiating for a lower price would obtain higher profits if their first 
counteroffer is accepted immediately by the sellers than if the negotia
tions move to another round. As mentioned above, offers and counter
offers gradually converge over time because counteroffers on each side 
tend to be more favorable to the counterparty with each subsequent 
interaction (Backus et al., 2020). Hence, if a negotiation moves to 
another round, the accumulated delay costs will be higher but the price 
reduction that the buyers may obtain is likely to decrease (i.e., because 
sellers will try to reduce it by submitting a price above the one proposed 
by the buyer’s first counteroffer). As a result, longer negotiations are 
likely to reduce buyers’ bargaining profits. 

Altogether, the arguments noted above indicate that the “behavioral 
delay costs effect” reduces the duration of negotiations, which may help 
buyers to obtain higher bargaining profits. In other words, the delay 
costs are likely to have a positive behavioral indirect effect on buyers’ 
profits that flows sequentially through the initial bargaining gap and the 
duration of negotiations. Given that buyers’ bargaining power reduces 
the “behavioral delay costs effect” on the initial bargaining gap (i.e., 
H1), we propose that buyers’ relative bargaining power will also reduce 
the positive indirect behavioral effect of the delay costs on buyers’ 
bargaining profits (via the initial bargaining gap and the duration of 
negotiations). We formalize this proposition with the following 
hypothesis: 

H3. The positive indirect behavioral effect of the delay costs on buyers’ 
profits (via the initial bargaining gap and the duration of negotiations) is 
reduced when buyers hold a bargaining power advantage. 

3. Method 

3.1. Design of the experiment 

To test our hypotheses, we conducted a 2 × 2 between-subjects 
experiment in which we manipulated the relative bargaining power of 
buyers in relation to sellers (higher or equal) and the delay costs (high or 
low). Power was manipulated by informing the participants about the 

availability of their own outside options (e.g., Giebels et al., 2000; 
Pinkley et al., 1994) as well as giving some information on their coun
terparty (Wolfe and Mcginn, 2005). In the dyads in which buyers held a 
bargaining power advantage over the sellers, buyers were told that they 
had another option in the market with a value of 5 euros (Van den 
Abbeele et al., 2009) and that their counterparts considered them to be 
their top choice. Sellers were told that they did not have any other 
alternative transactions in the market, but buyers considered them their 
favorite option. In the equal power treatment, buyers and sellers were 
told that they did not have any other alternative transactions in the 
market but that they were the favorite option of their partner. In this 
case, the value of the outside option was fixed at 0. The value of the 
external choices was treated as private information for each partner so 
as to achieve ecological validity (Wolfe and Mcginn, 2005). 

Regarding the delay costs, we manipulated this concept by informing 
the participants that their benefits would be discounted by a factor equal 
to dt− 1, where t accounts for the current round of the negotiation and d is 
a parameter that measures the time-sensitivity of the business oppor
tunity linked to the negotiation. In the same regard, we informed buyers 
and sellers that they would both have the same delay costs.5 To facilitate 
the participants’ calculations, we provided them with a figure indicating 
the value of the discount factor at every negotiation round. Following 
previous research, the value of parameter d was fixed at 0.90 for the low 
delay-cost group and at 0.60 for the high delay-cost group (e.g., Sri
vastava et al., 2000).6 

3.2. Negotiation task 

Participants negotiated in dyads (i.e., seller-buyer negotiations). The 
negotiation task of the experiment followed the structure of a nonco
operative bargaining process with alternating offers and one-sided 
incomplete information as studied analytically by Grossman and Perry 
(1986) and tested experimentally by Srivastava et al. (2000) and 

Fig. 1. Summarizes our hypotheses. The figure proposes that: a) The negative influence of the delay costs on the initial bargaining gap is reduced when buyers hold a 
bargaining power advantage (H1); b) The negative indirect effect of the delay costs on the duration of negotiations (via the initial bargaining gap) is reduced when 
buyers hold a bargaining power advantage. (H2); c) The positive indirect effect of the delay costs on buyers’ profits (via the initial bargaining gap and the duration of 
negotiations) is reduced when buyers hold a bargaining power advantage (H3). 

5 Equal discount rates are a natural assumption following from the presence 
of efficient capital markets. If the trader’s discount rates are different, the 
traders have an incentive for the one with the smaller discount rate to lend an 
arbitrarily large amount of money to the other (Cramton, 1992). 

6 In addition, to create a sense of trust among the dyad members, all par
ticipants were told that their counterparty had a good reputation in the market, 
and that they had completed successful transactions together in the past. 
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Srivastava and Chakravarti (2009).7 To test our hypotheses, we enriched 
this general setting by introducing differences in the relative bargaining 
power among traders (given by outside options).8 More specifically, our 
experimental setting simulates a purchasing process between a seller 
and a buyer in which the costs of the seller are common knowledge to 
both negotiators but the cost information of the buyer is not observed by 
the seller (and both the buyer and seller know that the seller is not aware 
of it). The seller supplies a manufactured good with a unitary production 
cost, CP = €100. The buyer is a retailer buying one unit of the good from 
the manufacturer at a price Pt and reselling it to an end consumer at a 
fixed price, PEC = €150. Both CP and PEC are the traders’ common 
knowledge. The buyer, however, has a distribution cost (CD) of 10 euros 
per unit, which is known only by her. Thus, the seller is not able to 
calculate either the total size of the bargaining pie (i.e., PEC − CP − CD)

or the real split of the bargaining pie derived from any given offer. The 
bargaining continues sequentially over a series of infinite discrete pe
riods of time. In the first period, the seller makes a price offer, P1, and the 
buyer either accepts or rejects it. If the buyer accepts, the negotiation 
ends in the first period. However, if the buyer rejects this price, she will 
make a counteroffer , P2, starting at a second stage (i.e., period two). 
When making a counteroffer, the buyer can also communicate any 
message (including her private cost information) with the seller. Offers 
and counteroffers continue until either an agreement is reached or any 
of the parties end the negotiation without reaching an agreement. In this 
last case, the parties’ payoffs are equal to a certain value defined by their 
outside options.9 In this experimental setting, the bargainers’ gains 
diminish according to a commonly known discount rate equal to dt− 1. It 
is common knowledge to buyers and sellers that they both have the same 
discount rate. Considering these features, the benefits for each partner at 
any period t of the negotiation are πSellert = (Pt − CP) dt− 1 and πBuyert =

(PEC − CD − Pt)dt− 1. 

3.3. Participants and procedure 

Participants were recruited from management accounting under
graduate courses at an AACSB, AMBA, and ACCA accredited university 
in Europe.10 The experiment was conducted with 588 participants 
during one-hour experimental sessions. We randomly assigned partici
pants to one of the four conditions (higher bargaining power—low delay 
costs, higher bargaining power—high delay costs, equal bargaining 
power—low delay costs, and equal bargaining power—high delay 
costs), to a role in the supply-chain relationship (buyer or seller), and to 
a specific dyad. Buyers and sellers were seated in different rooms to 
guarantee the anonymity of the negotiations. As a first step, participants 
received a brief explanation of the general purpose of the experiment, 
the possible payoffs, their information endowments, and their set of 
possible actions. They were then given 15 min to read the written 

directions and ask any questions. Next, participants filled out a pre- 
negotiation questionnaire that recorded their bargaining power per
ceptions and other general characteristics, such as their trust perception, 
age, gender, and professional experience. Once the negotiations were 
completed, participants filled out a post-negotiation questionnaire to 
check whether their perceptions of power and trust changed during the 
negotiation process. All offers, counteroffers, and information shared 
during a trade were written down on a negotiation sheet that was visible 
to both partners throughout the experiment. The communication of of
fers among negotiators was made through the aforementioned negoti
ation sheets. Given that buyers and sellers were seated in different 
rooms, the negotiation sheets were physically transported and delivered 
(by a research assistant) between rooms and among counterparties as 
needed. Finally, as a reward for participating in the experiment, subjects 
received a fixed payment of 0.25 points11 over their final grade (in their 
management accounting class) plus a variable payment of up to an 
additional 1.25 points contingent on their performance in the negotia
tion task (e.g., James and Cohen, 2004). The fixed payment offsets the 
effects of randomization and encouraged the participation of more 
risk-averse subjects (e.g., Heckman and Smith, 1995; Harrison et al., 
2009). The variable payment encouraged the involvement of partici
pants in the bargaining task. According to previous research, this dif
ference between fixed and variable payments should be enough to assure 
the involvement of undergraduate students in the negotiation (Croson, 
2005). Following this procedure, we collected information on 294 
dyads. We dropped two dyads from the analysis because subjects did not 
provide enough complete information to conduct our statistical analysis. 
Therefore, our final sample contains information on the bargaining 
process of 292 dyads. 

3.4. Statistical methods and variables 

We conduct our empirical testing using the path analysis shown in 
Fig. 1. We test our first hypothesis with the sign and significance of the 
interaction term between Delay Costs and Buyer-Relative Bargaining 
Power in the model explaining Initial Bargaining Gap. To test the signif
icance and sign of the indirect effects proposed in H2, and H3, we use 
bootstrapped 95 % confidence intervals (e.g., Hayes, 2017).12 In Fig. 1, 
the variables Buyer-Relative Bargaining Power and Delay Costs indicate the 
conditions which participants were assigned in the experiment. The 
former takes a value of 1 if a buyer belongs to the higher relative bar
gaining power condition, and 0 otherwise. The latter takes a value of 1 if 
a buyer belongs to the high delay cost condition, and 0 otherwise. We 
use these two variables as the main explanatory variables to test our 
hypotheses. 

We use different types of models in the different paths of Fig. 1, 
depending on the characteristics of the dependent variable. In this 
matter, we use a Tobit model to explore the joint effect of our experi
mental manipulations on the variable Initial Bargaining Gap. This specific 
model allows us to directly address the fact that the variable Initial 
Bargaining Gap is censored at 0 and a substantial fraction of the obser
vations are at the lower limit (e.g., Lourenço, 2020; Lourenço et al., 
2018). We calculate the variable Initial Bargaining Gap as the difference 
between sellers’ initial offer and the buyers’ first counteroffer. For the 
buyers accepting the sellers’ initial offer, this variable takes a value of 0. 
In other words, we assume that if the negotiation was closed in the first 

7 We chose this specific setting because prior theoretical and experimental 
work suggests that in this specific setting, the delay costs might influence 
buyers’ behavior, and indicates the relevance of offers and counter-offers as the 
main vessel through which information flows from the informed to the unin
formed party (e.g., Grossman and Perry, 1986). These two notions constitute 
building blocks to elaborate our testable predictions.  

8 Similar to Srivastava and Chakravarti (2009), we allow communication 
among traders. However, different from this previous study, we allow buyers to 
share with the sellers any kind of information, including their private 
information. 

9 As mentioned before, we give participants a notion about their own bar
gaining power and the bargaining power of their counterparty. We did not give 
them precise information so as to achieve ecological validity, as suggested by 
Wolfe and Mcginn (2005). This may create information asymmetries between 
the parties. In our statistical tests, we control for the effect of these information 
asymmetries on buyers’ bargaining behavior. 
10 Approval to conduct these experiments was granted by the academic au

thority of the university where the experiment took place. 

11 The fixed payment was given to participants as a coupon at the end of the 
experiment, and they were informed of their variable reward the day after the 
experiment. The variable part of the reward (1.25 points) was allocated based 
on participants’ performance during the negotiation. Specifically, we split the 
1.25 points (deflated by the delay costs) based on the share of the bargaining 
pie obtained by each dyad member (i.e., seller and buyer).  
12 The path model and the intervals were calculated using the commands 

gsem, nlcom, and bootstrap in STATA 15.1. 
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round it is because the gap between the initial demands of buyers and 
sellers was close to 0. To explain the effect of Initial Bargaining Gap on 
Duration, we use an ordinary least squares (OLS) model. The variable 
Duration accounts for the natural logarithm of the total number of 
rounds needed to reach an agreement.13 We use the natural logarithm of 
the total rounds because this transformation is consistent with the 
non-linear way in which the delay costs accumulate as the number of 
rounds increase.14 The duration of negotiations is an important outcome 
since it indicates how efficient the negotiation is in terms of minimizing 
delay costs. Finally, to explain the relation between Initial Bargaining Gap 
and Bargaining Profits we use an OLS regression model consistent with 
the continuous nature of the endogenous variable (Bargaining Profits). 

In our models, we include the variable Equal Monetary Payoff to 
control for negotiators’ tendency to follow a bargaining strategy that is 
referred to as Equal Monetary Payoff or simply EMP (Srivastava et al., 
2000). The EMP is a non-strategic model proposing that the negotiators 
tend to reach agreements in which they receive an equal split of the 
bargaining pie. Previous research on sequential bargaining indicates 
that the EMP represents an heuristic rule (or a focal point) that is a priori 
not related to our experimental treatments (i.e., delay costs and bar
gaining power)15 and that is likely to explain the outcomes of a signif
icant number of negotiations (Srivastava et al., 2000). According to the 
EMP, the average buyer receiving the “equal-split” initial offer may be 
more likely to accept it. Hence, the EMP is likely to influence the initial 
bargaining gap by modifying buyers’ propensity to accept sellers’ initial 
offer (in which case the initial bargaining gap is zero). The variable 
Equal Monetary Payoff accounts for this effect. This variable takes a value 
of 1 if the seller’s initial offer is 120 (the price that split the bargaining 
pie equally), and zero otherwise. Finally, given that experimental ses
sions occurred at diff ;erent times/days, and individuals self-selected 
into their sessions, our models include fixed session eff ;ects (i.e., 
Fréchette, 2012; Blay et al., 2019). 

4. Results 

4.1. Summary of statistics and preliminary experimental findings 

Table 1 indicates that the average initial bargaining gap in our 
sample is 5.28 euros, with a range that goes from 0 to 36 euros. For 
around 50 % of the observations, the variables Initial Bargaining Gap 
takes the value of 0 because these buyers accepted the seller’s initial 
offer. Regarding the number of rounds, the average negotiation was 
closed after 1.73 rounds. The shortest negotiation was closed in the first 
round, and the longest one was closed after negotiating eight rounds. 
The distribution of the variable Bargaining Profits indicates that, on 
average, buyers obtained profits of 17.2 euros. However, the range of 
the variable shows that the buyer with the highest bargaining profits 
obtained 30 euros, while the buyer with the minimum bargaining profits 
obtained only 0.65 euros. The distribution of Equal Monetary Payoff 
suggests that around 30 % of buyers received offers allowing sellers to 
keep 50 % of the bargaining pie. 

Table 2 shows the Pearson’s (Spearman) pairwise correlation be
tween the variables in our study. Consistent with our theoretical 
framework, Initial Bargaining Gap has a high and positive correlation 

with Duration (r = 0.77; rs = 0.93), and a negative and significant cor
relation with Bargaining Profits (r=-0.52; rs=-0.60). Likewise, we 
observe that Bargaining Profits is negatively correlated with Duration (r=- 
0.59; rs=-0.60). Finally, Equal Monetary Payoff is correlated with our 
three outcomes variables (i.e., Initial Bargaining Gap [r=-0.41; rs=-0.50]; 
Duration [r=-0.44; rs=-0.47], and Bargaining Profits [r=-0.36; rs=- 
0.53]), which is consistent with the EMP model. An analysis of the 
variance inflation factors (VIF) of individual variables in our analysis are 
low (i.e., lower than 4) and, thus, these correlations are unlikely to cause 
major problems in our experimental results. 

Table 3 presents the means (and mean differences) and standard 
deviations (below) of our dependent variables (i.e., Initial Bargaining 
Gap, Duration, and Bargaining Benefits) in each of the four experimental 
conditions of the study. As seen in Table 3, the initial bargaining gap 
decreases with the delay costs. However, this decrease is three times 
higher when buyers negotiate under equal relative bargaining power 
conditions than when they hold a bargaining power advantage (-2.34 
and -0.87 for equal and higher relative bargaining power). This provides 
preliminary support for our first hypotheses. Regarding the number of 
rounds, we observe that negotiations tend to be shorter when delay costs 
are higher, and this decrease in the number of rounds is smaller when 
buyers have a relative bargaining power advantage (-0.65 and -0.38 for 
equal and higher relative bargaining power). Finally, buyers’ bargaining 
profits seem to be lower in settings with higher delay costs and this 
difference seems to be even larger when buyers have a bargaining power 
advantage (-1.51 and -2.52 for equal and higher relative bargaining 
power). Although these raw mean comparisons offer some preliminary 
insights, they do not control for other important factors influencing the 
dynamics of negotiations. Therefore, they provide a somewhat noisy 
picture of the influence that delay costs and relative bargaining power 
have on buyers’ behavior and bargaining outcomes. In the next section, 
we present a formal and detailed statistical analysis explaining the 
relation between our experimental factors (i.e., Buyer-Relative Bargaining 
Power and Delay Costs) and our dependent variables (i.e., Initial Bargai
ning Gap, Duration, and Bargaining Profits). 

4.2. Main results 

Table 4 shows the results of our main analysis. Panel A shows the 
estimation of the different paths of the path model depicted in Fig. 1.16 

Model 1 presents the results of a Tobit model testing the joint effect of 
Buyer-Relative Bargaining Power and Delay Costs on Initial Bargaining Gap. 
Findings indicate that Delay Costs exert a negative and significant direct 
effect on Initial Bargaining Gap, while the direct effect of Buyer-Relative 
Bargaining Power is not significant. Consistent with our theoretical 
framework, the negative effect of Delay Costs on Initial Bargaining Gap is 
moderated in a positive and significant way by Buyer-Relative Bargaining 
Power (p-value<0.05). This suggests that the negative effect of the delay 
costs of the setting on the initial bargaining gap is reduced when buyers 
have a relative bargaining power advantage, which provides support for 
H1. Model 2 indicates that Initial Bargaining Gap exerts a positive direct 
effect on Duration (p-value<0.01). In this vein, on average, buyers 
extend the duration of negotiations when they enlarge the initial bar
gaining gap. To test the moderated mediation proposed in H2, we 
calculate the 95 % bootstrapped confidence interval (BCI95 %) for the 
indirect effect of the interaction term between Buyer-Relative Bargaining 
Power and Delay Costs on Duration via Initial Bargaining Gap. Panel B of 
Table 4 indicates that this indirect effect is positive and significant 

13 For the buyers in dyads that did not reach an agreement (i.e., 4 buyers), 
Duration refers to the round in which the negotiation was unilaterally finished 
by one of the parties. Likewise, for these buyers we calculate Bargaining Profits 
based on their outside options. In our additional analysis, we control for dif
ferences among negotiations that ended with and without an agreement.  
14 In the statistical summary and mean comparisons presented in tables 1 and 

3, respectively, we use the number of rounds (as opposed to the variable 
Duration) to facilitate the interpretation of the tables.  
15 Consistent with this notion, we did not find a significant statistical relation 

between our experimental treatments and the variable Equal Monetary Payoff. 

16 The complete path model was estimated using the gsem command in STATA 
15.1. We used the command gsem because it allows us to model the effect of our 
experimental manipulations on the variable “Initial Bargaining Gap” using a 
Tobit model. As a robustness test, we also estimated the path model using the 
sem command, which uses OLS models at all stages of the path model. Results 
using both approaches are similar. 
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(BCI95 %: [0.039, 0.517]). Panel B also shows that the indirect effect of 
Delay Costs on Duration (via Initial Bargaining Gap) is negative and sig
nificant (BCI95 %: [-0.519, -0.151]). This evidence suggests that, 
consistent with H2, the negative indirect effect that the delay costs of the 
setting exert on the duration of negotiations is reduced when buyers 
have a relative bargaining power advantage. Model 2 also provides some 
insights about the direct effect of our experimental treatments on 
Duration. In this matter, results show that the delay costs of the setting 
exert a direct negative effect on the duration of negotiations. These ef
fects occur because the delay costs exert a negative effect on the bar
gaining gaps produced in each rounds of negotiations. However, as the 

Table 1 
Summary of Statistics.  

Variable n Mean S.D. Min 0.25 Median 0.75 Max 

Initial Bargaining Gap 292 5.28 7.43 0 0 0 10 36 
Number of Rounds 292 1.73 1.02 1 1 1 2 8 
Bargaining Profits 292 17.2 4.57 0.65 15 18 20 30 
Equal Monetary Payoff 292 0.29 0.46 0 0 0 1 1 

Table 1 shows a summary of statistics (i.e., number of observations, mean, standard deviation, minimum, 25th percentile, median, 75th percentile, and maximum) of 
the variables used in our empirical tests. Initial Bargaining Gap accounts for the difference between the sellers’ initial offer and buyers’ first counteroffer. Number of 
Rounds accounts for the number of rounds needed to reach an agreement. Bargaining Profits accounts for buyers’ total negotiation profits. Equal Monetary Payoff takes 
the value of 1 if the seller’s initial offer is equal to the offer that splits the pie equally (i.e., 120), and 0 otherwise. 

Table 2 
Correlation in the sample of buyers submitting a counteroffer (292 obs.).  

Variables 1 2 3 4 

1 Initial Bargaining Gap 1 0.93*** − 0.60*** − 0.50*** 
2 Duration 0.77*** 1 − 0.60*** − 0.47*** 
3 Bargaining Profits − 0.52*** − 0.59*** 1 0.53*** 
4 Equal Monetary Payoff − 0.41*** − 0.44*** 0.36*** 1 

Table 2 presents the Pearson (Spearman) Correlations above (below) the diag
onal of the matrix. Correlations correspond to the sample of buyers who decided 
to reject the seller’s initial offer and make a counteroffer. Initial Bargaining Gap 
accounts for the difference between the sellers’ initial offer and buyers’ first 
counteroffer. Duration accounts for the natural logarithm of the number of 
rounds needed to reach an agreement. Bargaining Profits accounts for buyers’ 
total negotiation profits. Equal Monetary Payoff takes the value of 1 if the seller’s 
initial offer is equal to the offer that splits the pie equally (i.e., 120), and zero 
otherwise. *, **, *** indicate significance at 10 %, 5%, and 1%, respectively. 

Table 3 
Statistics by Experimental Conditions.   

Equal Buyer-Relative 
Bargaining Power 

High Buyer-Relative Bargaining 
Power  

Low 
Delay 
Costs 

High 
Delay 
Cost  

Low 
Delay 
Costs 

High 
Delay 
Costs   

n = 71 n = 71 Diff. n = 73 n = 77 Diff. 

Initial 
Bargaining 
Gap 

6.41 4.07 − 2.34 5.77 4.90 − 0.87  

8.13 6.94  7.26 7.30  
Number of 

Rounds 
2.03 1.38 − 0.65 1.95 1.57 − 0.38  

1.18 0.70  1.17 0.83  
Bargaining 

Profits 
18.00 16.49 − 1.51 18.45 15.93 − 2.52  

2.87 5.00  3.38 5.85  

Table 3 presents means (and mean differences) and standard deviations (below) 
of our dependent variables (i.e., Initial Bargaining Gap, Duration, and Bargaining 
Benefits) in each of the four experimental conditions of the study. Initial Bar
gaining Gap accounts for the difference between the sellers’ initial offer and 
buyers’ first counteroffer. Number of Rounds accounts for the number of rounds 
needed to reach an agreement. Bargaining Profits accounts for buyers’ total 
negotiation profits. 

Table 4 
Main Results.  

Panel A. Path 
Model     

DV: Initial 
Bargaining Gap 

DV: Duration DV: Bargaining 
Profits 

Variables Model 1 Model 2 Model 3 
Duration   − 5.451*** 

(-7.585) 
Initial Bargaining 

Gap  
0.044*** 
(11.805) 

− 0.042 (-1.159) 

Buyer-Relative BP 
(B-RBP) 

− 1.932 (-0.977) − 0.012 
(-0.203) 

0.237 (0.478) 

Delay Costs (DC) − 7.640*** (-3.140) − 0.223*** 
(-4.732) 

− 3.398*** 
(-6.620) 

B-RBP x DC 6.340** (2.001) 0.097 (1.468) − 0.305 (-0.412) 
Equal Monetary 

Payoff 
− 22.324*** 
(-8.714) 

− 0.190*** 
(-4.978) 

1.108** (2.335) 

Constant 7.739*** (3.445) 0.293*** 
(5.562) 

21.169*** 
(32.855) 

Observations 292 292 292  

Panel B. Indirect Effects      
95 % Conf. Interval   

LL HL 

H2: (BBP x DC)→ Initial Bargaining Gap → Duration 0.039 0.517 
DC → Initial Bargaining Gap → Duration − 0.519 − 0.151 
H3: (BBP x DC)→ Initial Bargaining Gap → Duration→ 

Bargaining Profits 
− 2.903 − 0.126 

DC → Initial Bargaining Gap → Duration→ Bargaining Profits 0.712 2.930 

Table 4 presents our main results. Panel A shows estimated coefficients and t- 
statistics (in parenthesis below). Dependent variables of each model are indi
cated in the heading of each model. As explained in subsection 3.4, Model 1 is a 
Tobit model while models 2 and 3 are OLS models. Delay Costs takes a value of 1 
if the buyers belong to the high delay costs condition and, 0 otherwise. Buyer- 
Relative Bargaining Power takes a value of 1 if the buyers belong to the high 
relative bargaining power condition and, 0 otherwise. Initial Bargaining Gap 
accounts for the difference between the sellers’ initial offer and buyers’ first 
counteroffer. Duration accounts for the natural logarithm of the number of 
rounds needed to reach an agreement. Bargaining Profits accounts for buyers’ 
total negotiation profits. Equal Monetary Payoff takes the value of 1 if the seller’s 
initial offer is equal to the offer that splits the pie equally (i.e., 120), and zero 
otherwise. All models include session fixed-effects. All models are estimated 
simultaneously using the gsem command (with robust errors) in Stata 15.1. 
Panel B shows bootstrapped 95 % confidence intervals assessing the indirect 
effects proposed in hypotheses H2, and H3. Confidence intervals are calculated 
using commands gsem, nlcom, and bootstrap (1000 repetitions) in Stata 15.1. 
Consistent with our directional hypotheses, Table 4 presents one-tailed p- 
values/confidence intervals for the hypothesized effects, and two-tailed p-values 
otherwise. *, **, *** indicate significance at 10 %, 5%, and 1%, respectively. 

S. Gago-Rodríguez et al.                                                                                                                                                                                                                       



Management Accounting Research 51 (2021) 100737

8

model shows, this influence is not moderated by buyers’ relative bar
gaining power. Likewise, we do not find any direct effect of Buyer- 
Relative Bargaining Power on Duration. These findings are consistent with 
the idea that relative bargaining power is likely to influence negotiations 
mostly at the beginning of the negotiations. Model 3 indicates that 
Duration exerts a negative direct effect on Bargaining Profits (p-val
ue<0.01).17 That is, buyers obtain lower bargaining profits when they 
engage in longer negotiations. To test the moderated mediation pro
posed in H3, we calculate the 95 % bootstrapped confidence interval 
(BCI95 %) for the indirect effect of the interaction term between Buyer- 
Relative Bargaining Power and Delay Costs on Bargaining Profits via the 
Initial Bargaining Gap and Duration. Panel B of Table 3 indicates that this 
indirect effect is negative and significant (BCI95 %: [-2.903, -0.126]). 
Panel B also shows that the indirect effect of Delay Costs on Bargaining 
Profit (via Initial Bargaining Gap and Duration) is positive and significant 
(MCCI95 %: [0.712, 2.930]). This evidence suggests that the positive 
indirect behavioral effect of the delay costs on buyers’ bargaining profits 
(via the initial bargaining gap and the duration of negotiations) is 
moderated by the buyer’s relative bargaining power. Model 3 also shows 
that, as explained in the development of H1 (subsection 2.2), the delay 
costs have a direct effect (i.e., mathematical effect) on buyers’ bargai
ning profits. However, findings indicate this effect is not moderated by 
the bargaining power. In the same fashion, we find that Buyer-Relative 
Bargaining Power does not affect Bargaining Profits directly. Consistent 
with our theoretical framework, these results suggest that Buyer-Relative 
Bargaining Power influences Bargaining Profits in an indirect way, by 
moderating the effect of the delay costs on the initial bargaining gap.18 

Fig. 2 presents a summarized version of our main findings. 
Finally, in concordance with the EMP model, we find that Equal 

Monetary Payoff exerts a significant effect on the outcome variables of 
interest. This result supports the idea that the negotiators’ decisions are 
somewhat driven by non-strategic heuristic rules. Overall, results sug
gest that when buyers receive an “equal-split” initial offer, the initial 
bargaining gap decreases, agreements are reached sooner, and negoti
ation profits are likely to be higher. Moreover, around one-third of the 
negotiations in our sample started with an initial offer to split the bar
gaining pie equally, and 93 % of these offers were accepted immediately. 
These findings coincide with previous research on sequential negotia
tions highlighting the predictive power of the EMP model and the 
importance of taking it into account when analyzing negotiators’ 
behavior (e.g., Srivastava et al., 2000). Consistent with this notion, we 

find that this factor is an important negative confounder and including it 
in the model is indispensable for observing the effects that we are 
interested in testing.19 

5. Conclusions and discussion 

In a buyer-seller context, this study explores to which degree buyers’ 
relative bargaining power moderates the influence that the delay costs of 
the setting have on negotiation outcomes (i.e., duration of negotiations 
and bargaining profits). To explore this notion, we conduct a 2 × 2 
between-subjects experiment simulating a buyer-seller sequential 
negotiation in which we manipulate buyers’ relative bargaining power 
(equal or higher than sellers) and the delay costs of the bargaining 
setting (low or high). Consistent with our theoretical framework, find
ings indicate that: a) buyers’ bargaining power moderates (i.e., de
creases) the extent to which the delay costs reduce the initial bargaining 
gap (i.e., difference between the initial bargaining demands of sellers 
and buyers), and b) buyers’ bargaining power moderates the indirect 
effect (via the initial bargaining gap and the duration of negotiations) 
that the delay costs of the setting exert on buyers’ bargaining profits. 
Our findings indicate that the effect of bargaining power asymmetries in 
dyadic negotiations go beyond buyers’ preference for using a more 
distributive approach (e.g., Van den Abbeele et al., 2009). More 
powerful buyers also tend to incorporate the delay costs of the setting to 
a lesser extent into their decision-making process. This finding has 
important implications for practitioners. For instance, when a negotiator 
is in a disadvantageous bargaining power position, she should not expect 
the powerful counterparty’s behavior to be flexible as a result of other 
environmental factors, such as the delay costs. Therefore, to reach 
earlier agreements and reduce the delay costs, less powerful negotiators 
may try to make their more powerful partner more aware of the delay 
costs. Likewise, assuming that the delay costs are a continuous function 
of time, less powerful negotiators may reduce the total delay costs by 
starting negotiations earlier and/or providing prompt counteroffers 
when needed. Conversely, when a negotiator is in an advantageous 
bargaining power situation, she should objectively evaluate the situa
tion in order to avoid making excessively risky or overconfident de
cisions that may lead to undesirable outcomes or may even compromise 
future interactions with her counterparty. In this matter, our results are 
somehow consistent with prior research indicating that agents with a 
favorable relative bargaining power position are more prone to taking 
risks (e.g., Jordan et al., 2011). In our specific context, as the delay costs 
of the setting increase, more powerful buyers have a higher risk of 
engaging in longer and less profitable negotiations. Therefore, more 
powerful buyers should want to make a more objective evaluation of the 
relevant factors in the negotiation environment (e.g., delay costs) to 
determine whether the distributive bargaining approach driven by 
having a relative bargaining power is the best strategy. 

Our findings also suggest that the relation between our experimental 
treatments and bargaining profits is complex, and exploring only the 
direct effects may provide a somewhat limited picture of this relation. 
The delay costs of the setting are likely to have a direct effect on the 
bargaining profits because, ceteris paribus, the cost of extending nego
tiations is higher than in settings with lower delay costs. However, the 
delay costs also affect the bargaining profits by influencing negotiators’ 
behavior and decisions about some important intermediate outcomes. 
Therefore, it is important to explore the indirect effects of the experi
mental treatments on bargaining profits (via the intermediate outcomes) 
in order to obtain a comprehensive picture of the influence of our 
experimental treatments. To exemplify this notion, based on the direct 

17 Model 3 indicates that Initial Bargaining Gap does not exert a significant 
influence on Bargaining Profits (p>0.10). In an additional analysis, we found 
that Initial Bargaining Gap exerts a negative and significant effect on Bargaining 
Profits (p-value=0.01). However, this influence disappears (p-value>0.10) 
when Duration is included in the model. This result suggests that, consistent 
with our theoretical framework, the duration of negotiations fully mediates the 
effect of the initial bargaining gap in buyers’ bargaining profits. This “partial 
result” is not shown in our path model, and hence, we do not report it in our 
main results. Nevertheless, we provide a more detailed explanation of this 
result in subsection 4.3 (Additional Tests).  
18 We also ran an additional analysis to test whether the moderating effect of 

relative bargaining power affects the most basic decision that buyers make in 
the negotiation process: accepting sellers’ initial counteroffer or rejecting it and 
making a counteroffer. For this purpose, we ran the set of models presented in 
Table 4 replacing Initial Bargaining Gap with buyers’ accept/reject decision as a 
dependent variable. The results of this analysis corroborate our main findings. 
Likewise, as a robustness test, we ran our empirical models controlling for some 
additional outcome or process variables. Specifically, we added the variables 
Information Sharing (i.e., 1 if buyers disclosed the size of the bargaining pie to 
the sellers by disclosing their logistic costs, and 0 otherwise), Buyer-Cooperative 
Message (i.e., 1 if the buyers accompanied their first counteroffer with a mes
sage indicating their willingness to work with the seller to obtain a favorable 
deal for both negotiators, and 0 otherwise), and Abandon (i.e., 1 if buyers 
abandoned the negotiation without an agreement, and 0 otherwise). Overall, 
our results are robust to the inclusion of these additional control variables. 

19 The results of a non-tabulated analysis indicate that the interaction term 
between Buyer-Relative Bargaining Power and Delay Costs on Model 1 of Table 4 
becomes non-significant (p-value=0.13) when Equal Monetary Payoff is not 
included as a control variable in the model. 
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effects only, we would conclude that buyers’ bargaining power does not 
moderate the effect of the delay costs on the bargaining profits. How
ever, the analysis of the indirect effects shows that the bargaining power 
moderates the relation between the delay costs of the setting and the 
bargaining profits by reducing the effect of the delay costs on the initial 
bargaining gap and the duration of negotiations. Based on these ideas, 
we consider that future behavioral research may benefit from exploring 
the indirect effects of the relations as this may help us to understand 
better the behavioral patterns relevant to the phenomenon of interest. 

We consider that our findings may be applied to the study of the 
bargaining decisions made in other settings in which the timing and the 
power asymmetries are fundamental variables. For instance, our find
ings may provide new insights on the analysis of managers’ answers to 
first offers by auditors (Cheng et al., 2017; Sanchez et al., 2007). Like
wise, our results also open a new door to the design of bargaining set
tings where a planner has to set the negotiation conditions. A practical 
application would be the negotiation of transfer prices between the 
departments of the same firm. By analyzing the differences of power 
among the different departments, and knowing the reaction of more 
powerful ones, the main manager of a company could choose the most 
efficient delay costs system regarding her targets. In this way, the most 
powerful department could lose part of its resources as a consequence of 
its behavior, and CEOs could reallocate these resources to promote a 
fairer allocation of resources. Another example, extrapolating the pre
vious example to the political economy, could be the relation between a 
state and two or more individual firms inside the same economy. In 
addition, our findings indicate that the EMP model may represent an 
important negative confounder that reduces the noise in the models and 
help us to observe the true association between our manipulations and 
the initial bargaining gap. Based on this idea, we consider that future 
research on negotiation behavior may benefit from taking into account 
the heuristic rule suggested by the EMP when conducting empirical 
testing. Finally, we would like to mention some limitations of our study. 
First, the participants in our study were undergraduates. This may raise 
some concerns about the generalizability of the results. However, we do 
not consider this to be a major limitation because, on one hand, eco
nomic theories are likely to apply in general and not only to older or 
graduated individuals (Croson, 2005), and on the other, although the 
participants’ behavior in the laboratory may differ from that of a top 

executive (e.g., Levitt and List, 2007), the use of undergraduate students 
is a common practice in experimental managerial accounting research 
(e.g., Fisher et al., 2002; Drake and Haka, 2008; Maas et al., 2011; Guo 
et al., 2017). Second, we use a setting in which both bargainers face the 
same level of delay costs. This assumption may be natural if one con
siders the presence of efficient capital markets (Cramton, 1992). How
ever, one may find examples in real life for which this condition does not 
hold. Analyzing how the difference in the discount rates among dyad 
members modifies negotiators’ decisions could be an interesting topic 
for future accounting research. For instance, if buyers face higher delay 
costs and sellers face lower delay costs, the risk taken by more powerful 
buyers might be even higher because their power advantage may make 
them ignore that they are facing a seller who is facing lower costs of 
playing several rounds. Another potential limitation of our study is that, 
following prior research (i.e., Van den Abeele et al., 2009) we choose a 
fixed and rather low payment for the outside option. Although our re
sults indicate that our manipulation was enough to make buyers feel 
powerful, this approach does not allow us to make any inference about 
the effect that “better” outside options may have on buyers’ behavior. 
We leave this for future research. Finally, we develop this study using a 
very specific noncooperative bargaining setting. However, as explained 
in our theoretical framework (i.e., subsection 2.2), the proposed 
moderating effect of buyers’ bargaining power on the relation between 
the delay costs of the setting and negotiation outcomes happens due to 
issues unrelated to the setting. Hence, we would expect the moderating 
effect of buyers’ bargaining power on the delay cost of the setting to be 
similar in different settings. Nevertheless, prior research has shown that 
individuals’ behavior is likely to diverge from theoretical expectations 
(e.g., Srivastava et al., 2000). Therefore, we consider that testing our 
theoretical framework in different settings, or testing other environ
mental factors influencing the proposed moderating effect of buyers’ 
bargaining power, may be a potential venue for future research. 
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