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Abstract

In this paper we explore the role of conflict as an informational device by means
of a simple bargaining model with one-sided incomplete information: Limited con-
flicts reveal information about the outcome of the all-out conflict (that ends the
game) because the outcomes of both types of confrontations are driven by the rela-
tive strength of the parties. We limit the analysis to the case where the uninformed
party can learn the information transmitted in the battlefield but not the one con-
veyed by offers. The game becomes then an optimal stopping problem where the
informed party has to decide at each period whether to stop, by reaching an agree-
ment or by invoking total conflict, or to keep fighting. We show that conflict is
a double-edge sword: It may paradoxically open the door to agreement when the
uniformed party is too optimistic. But confrontation also occurs when agreement is
possible but the informed agent has incentives to improve her bargaining position
by fighting.
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