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Abstract
A two-period sequential bargaining game
with incomplete information is presented, where the

agency could be either “good” or “bad” type which
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can not be observed by the firm and the market. After
the first period, the quantity sold by the agency is
observed by the firm(and of course the agency itself)
but not the market. However, the sale of the agency is
affected not only by the type of the agency but also the
stochastic variable. Thus, the agency wishesto signal
his true type to the market by the agency instead of a
representative of the firm.

We expect to show that in the optimal long
term contracts, the more the salesin the first period of
the agency, the lower the prices settled by two parties
through negotiating this period. By the way, we expect
to obtain the relationship between the prior beliefs
hold by the firm and the bargaining prices which are
the solutions of the sequential bargaining model.

Since we solve the sequential bargaining
model by Nash’'s Axiomatic approach, we first
develop one maximization problem under some
constraints and then solve the solution of the problem.
That is exactly the long term contracts in the model we
studied here. The conditions we consider here are two:
oneisto insure that the agency will not be employed
by the other firmsin the market; the other is that the
firm’s zero profit condition. The agency is assumed to
have all the bargaining power and there are many risk-
neutral firms competing for the agency’ s expertise.
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