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https://www.youtube.com/watch?v=kcUhkldbNek&feature=youtu.be
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Seller’s Alternatives
SELLER’S BATNA

Seller’'s Settlement Range

/s~ | Zone of Potential Agreement

Buyer’s Alternatives

Buyer’s Settlement Range >
BUYER'S BATNA

$5,000 $7,500
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3) Colin needs a car and is negotiating with Tom to purchase his car. Tom offers to sell his
car to Colin for $10,000. Colin scours through Craigslist and finds a similar car to which
he assigns a dollar value of $7,500. Colin’s BATNA is $7,500 — if Tom does not offer a
price lower than $7,500, Colin will consider his best alternative to a negotiated
agreement. Colin is willing to pay up to $7,500 for the car but would ideally want to pay
$5,000 only. The relevant information is illustrated below:

In the diagram above, if Tom offers a price higher than $7,500, Colin will take his
business elsewhere. In the example, we are not provided with Tom’s BATNA. If we
assume that Tom can sell his car to someone else for $8,000, $8,000 is Tom’s BATNA. In
such a scenario, an agreement will not be made as Tom is willing to sell for a minimum of
$8,000 while Colin is willing to purchase at a maximum of $7,500.

If Tom’s best alternative to the deal is selling the car to a dealership, which would offer
him $6,000, both parties can come to an agreement. In the situation described, the
diagram would look as follows:

In such a case, there is a zone of potential agreement — $6,000 to $7,500. In this range,
both parties can come to an agreement.



Buyer’s Alternatives
BUYER'S BATNA

Buyer’s Settlement Range

I l

$5,000 $7,500
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https://www.youtube.com/watch?v=kYjgtLCNgSA
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