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1. Define Bottle Neck
Student’s have difficulties in understanding and using the concepts of limit prices, as they relate to supply and demand analysis. The exercise described below is thought of as a “first step” in introducing the issue at the very beginning of the class - Day 1 - something that has not been a part of previous semesters. This should lay the ground work or foundation for using the concepts throughout the semester.

2. Demonstration 
The bargaining exercise will most likely be conducted the first day of class. Students will be paired - some with cash to be buyers and some with an endowment of a commodity (probably candy) to be sellers.

Part of the exercise will be for buyers to privately record their “maximum willingness to pay” and for sellers to privately record their “minimum willingness to accept?

This information will be collected and utilized the rest of the semester. In theory, these concepts can be related to every class discussion during the semester.

3. Assess
Reflections: In today’s exercise, potential buyers had to privately record their maximum willingness to pay for a candy bar, sellers had to record their minimum willingness to accept in order to be willing to give up their candy bar. These are concepts that will be utilized in virtually every discussion this semester. 

Please briefly reflect on the following questions.

1) Are there some goods for which your maximum willingness to pay might be virtually unlimited? How about the other extreme, zero?

2) Are there some goods for which your minimum willingness to accept might be unlimited? How about the other extreme, zero?

3) Are there any reasons to believe that all buyers would have the same maximum willingness to pay? Are there any reasons to believe that a buyer’s maximum willingness to pay must always stay the same?

4) Are there any reasons to believe that all sellers would have the same minimum willingness to accept? Are there any reasons to believe that a seller’s maximum willingness to pay must always stay the same?

5) When you buy (or sell) something do  you first record or even think about you maximum willingness to pay or minimum willingness to accept? Are there some situations where you might be more likely to (less likely to)?

4. Share with Other Faculty
The purpose and relevance of this exercise can easily be shared with others. One issue will be how to utilize the exercise in very large class sections.
