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Introduction

Negotiation is the means by which people deal with their differ-
ences. Whether those differences involve the purchase of a new au-
tomobile, a labor contract dispute, the terms of a sale, a complex
alliance between two companies, or a peace accord between warring
nations, resolutions are typically sought through negotiations. To ne-
gotiate is to seek mutual agreement through dialogue.

Negotiation is an ever-present feature of our lives both at home
and at work. When a parent and a child talk about how the child
will improve his math scores, they are negotiating. So, too, are two
spouses when they agree on who will do the yard work and who
will do the grocery shopping this weekend. In the workplace, nego-
tiations are even more ubiquitous. Indeed, the Latin root of the word
(negotiatus) means “to carry on business”” In modern Spanish, nego-
cios means “business.”

A business negotiation may be a formal affair that takes place
across the proverbial bargaining table, in which you haggle over price
and performance or the complex terms of a partnership venture. Al-
ternatively, it may be much less formal, such as a meeting between
you and several fellow employees whose collaboration is needed to
get a job done. If you are a supervisor, manager, or executive, you
probably spend a good part of your day negotiating with people in-
side or outside your organization—often without even realizing it.
Whether you're closing a sale or getting a subordinate to agree to
certain performance goals, you are negotiating.

Given the role of negotiations in our personal and professional
lives, it’s important to improve our negotiating skills. Even a modest
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Xii Introduction

unpro_vement m those skills can yield a sizable payoff; such as a larger
Pay raise, a better deal on 2 home purchase, or more effective work-

Drawing on the best available literature in the field, Harvard Busi.
ness Essentials: Negotiation explains the basic concepts followed by ex-
pert negotiators and creative problem solvers. It i packed with

practical tips and examples that will help you in your personal life
and in your career.

What's Ahead

This type is the so-called zero-sum game. In the second, the parties
apply creativity and information sharing to create greater value for
eventual distribution.

Chapter_2 moves from negotiation types to four concepts that
€very negotiator should understand and know how to apply: the

ported with examples.

_ Chapter 3 is about pbreparation. You should never enter a negoti-
ation cold; instead, first learn as much as possible abouyt your own in-
terests and positions and those of the other side. You can prepare
yourself using the steps offered in this chapter.

Preparation, you're ready for chapter 4—"Table Tactics” This chap-
ter sh.ows you how to get the other side to the table, how to get

Introduction xiil

techniques such as anchoring and framing, and how you can some-
times alter the negotiation process in your favor. Chapter 5 contin-
ues that discussion with answers to frequently asked questions about
negotiating tactics.

Not every negotiation goes smoothly—even those that involve
friendly parties. One or more barriers—such as structural impedi-
ments, lack of trust, and poor communication—can get in the way of
a successtul deal. Chapter 6 identifies these barriers and indicates
how you can avoid them. Chapter 7 discusses mental errors that ne-
gotiators sometime bring to the table. These include overconfidence,
irrational expectations, and the tendency to escalate offers in an ego-
driven zeal to win. Again, the chapter explains how you can avoid
making these errors.

Chapter 8 is concerned with relationships. In a onetime trans-
action, one’s future relationships with the other parties do not mat-
ter. The goal is to claim as much value as possible. The purchase of a
rug from a street vendor is a typical example. But many personal and
business deals involve multiple transactions over time among parties
who seek to maintain productive relationships. These deals involve
both tangible values and relationship values. Chapter 8 shows you how
to maneuver in this tricky terrain and how you can separate deal val-
ues from relationship values.

Chapter 9 is about negotiating for others. In many cases the
people doing the actual bargaining are independent or employee
agents of the respective parties: a lawyer representing a person bring-
ing a personal injury suit, a purchasing manager representing his or
her company in a supplier agreement, a union negotiator represent-
ing a local unit in a dispute with a particular employer. There are
often very good reasons to employ an agent in negotiations, as the
chapter explains, but doing so generally opens the door to principal/
agent conflicts. The chapter examines these conflicts and how they can
be avoided or minimized.

It is obviously important for individuals to develop their negoti-
ating skills. But what about organizations? Chapter 10 advances the
idea of developing negotiating skill as an organizational competence.
Imagine what your organization could achieve if its salespeople,




xiv Introduction

supervisors, managers, and executives were to become progressively
better negotiators. This chapter brings together two powerful con-
cepts, continuous improvement and core competencies, to demon—
strate how training, learning, and the reuse of learning can be applied
to the development of negotiating skills.

Harvard Business Essentials: Negotiation contains several supple-
ments. The first is an appendix containing worksheets that you may
find helpful. Free interactive versions of these worksheets, as well as
other tools found in this book and in other volumes of the series, are
available and can be downloaded from the officia] Harvard Business
Essentials Web site, wwwelearning.hbsp.org/ businesstools. The sec—
ond supplement is 2 glossary of terms. Every discipline has its special
vocabulary, and negotiating is no exception. When you see a word
italicized in the text, that's your cue that the word is defined jn the
glossary. Finally, “For Further Reading” identifies books and articles
that can tell you more about topics covered in this book. If you want
to learn more, these publications can help you.

Types of Negotiation

Many Paths to a Deal

Key Topics Covered in This Chapter

Distributive negotiation: claiming value

Integrative negotiation: creating and
claiming value

The negotiator’s dilemma: trying to
determine which game to play

Multiphase and multiparty negotiations




HERE ARE TWO primary kinds of negotiation.
Chances are you have been involved in both at one time
or another:

. Dls@buﬁve: A negotiation in which the parties compete over
t}.le distribution of a fixed sum of value. The key question in a
distributed negotiation is “Who will claim the most value?” In

distributive negotiations, a gain by one side is made at the ex-
pense of the other.

Inte:-gratwe: A negotiation in which the parties cooperate to
» . . . ;

hieve maximum benefits by integrating their interests into an
agreement. These deals are about creating value and claiming it

_ Few of your negotiations will be purely distributive. Although
dlrelct c_ompetition between the interests and goals of negotiatin
parties 1s commonplace, opportunities to integrate the parties’ interig
est and preferences usually exist. But for the purposes of pedago
this chlapter examines each type in its pure form. These torms agr}c:
complicated by two other facts of life addressed at the end of the

ke plaCC m haSCS aIld ma Involve
I

Distributive Negotiation

Ille 1ssue 1n a distributive negotiation is who will claim the most
value. S '
ome people refer to this type of negotiation as zero-sum or

Types of Negotiation 3

constant-sum negotiation. The term win-lose is probably more repre-
sentative of what's involved. Classic examples include the following:

* The sale of a carpet, where the buyer and the seller do not
know one another. There is no relationship; all that matters is
the price, and each side haggles for the best deal. Every gain
by one party represents a loss to the other.

» Wage negotiations between business owners and their union
employees. The owners know that any amount conceded to the
union will come out of their own pockets—and vice versa.

In a purely distributive negotiation, the value at stake is fixed, and
each side’s goal is to get as much of it as possible. Consider the ex-
ample of two people negotiating over shares of a freshly baked apple
pie. Each aims to negotiate for as large a portion of that pie as possi-
ble, knowing that any concession made to the other party will re-
duce his or her share by an equal amount. Or consider this typical

business example:

Acme Manufacturing and a supplier, Best Parts Company, are negoti-
ating an agreement under which Best Parts will make and deliver
10,000 specified widgets over a period of six months. Acme’s purchas-
ing manager has been instructed to get the lowest possible price, so she’s
pushing for $1.75 per widget. Best Parts’s sales managey, on the other
hand, is trying to maximize the price his employer receives; he'’s asking
for $2.00 per widget. Neither is willing fo discuss anything but price.
In the end, Acme Manufacturing gets its price. With several potential
sellers to turn to, its purchasing manager holds out until the other side,
which lacks other sales outlets, caves in and takes §1.75 per widget.

The seller’s goal in a distributive deal is to negotiate as high a
price as possible; the buyer’s goal is to negotiate as low a price as pos-
sible. A dollar more to one side is a dollar less to the other. Thus, the
seller and the buyer compete to claim the greatest possible value for
themselves. There is a tug of war going on here. Each negotiator aims
to “pull” the final deal point as close to his or her side’s desired price

as possible (or even beyond it).




4 Negotiation

Relationship and reputation mean little in this tug of war: The
negotiators are not willing to trade value in the deal for value in their
relationship with the other side. For example, a business executive
being transferred to another metropolitan area is shopping for a
house. She is not concerned with her long-term relationship with
a home seller when she begins negotiating to purchase the seller’s
house. Chances are that the seller is a total stranger—and will remain
so after the transaction takes place.

Information plays an important role in this type of negotiation.
The less the other side knows about your weaknesses and real pref-
erences, and the more it knows about your bargaining strength, the
better will be your position. For example, the Best Parts sale manager
would be unwise if he let the other side know that he had few other
takers for his company’s widgets, or that he was currently selling the
same widgets to another manufacturer for less than $2 each. Con-

versely, Acme’s buyer would be cager to let the other side know that
other parts manufacturers are currently knocking on her door, each
eager to get the business.

To achieve success in a distributive negotiation, remember the
following:

* The first offer can become a strong psychological anchor point,
one that sets the bargaining range. Studies show that negotia-

tion outcomes often correlate with the first offer. So start at the
right place.

Do not disclose any significant information about your circum-
stances—including why you want to make deal, your real in-
terests or business constraints, your preferences among issues or
options, or the point at which you'd walk away from the table.
It is advantageous, however, to let the other side know that you
have good options if this deal falls through.

Information about the other side can benefit you. Learn as
much as possible about the other side’s circumstances and pref-
erences—including why they want to make 1 deal, their real

interests and business constraints, and their preferences among
Issues or options.

Types of Negotiation 5

» Exploit what you learn about the other side in setting your first

offer or demand.

¢ Don't overshoot. If you claim aggressively or greedily, the other
side may walk away. You will have lost the opportunity to make
a deal.

Integrative Negotiation

In an integrative negotiation, the parties cooperate to achieve 1"[13)%1#
mum benefits by integrating their interests into‘an agreer.ne‘nt while
also competing to divide the value. In integra-tlv.e nt_agotlatlons you
have to be good at both creating value and claiming it. |
Consider the following typical business example of an integra-

tive negotiation:

Gomez Electronics and one of its primary suppliers, Kraft COfnp?nents
Company, are negotiating an agreement under which Kraft w:'ll ‘bmld and
deliver 10,000 switches over a period of six months. Gomezlis mtt‘?rest'ed
in getting the lowest possible price, but is likewise interested‘ in mazf’xtam-d
ing a long-term relationship with Kraft, which has been an m‘nomtwe an'
reliable supplier over the years. Kraft’s sales manager would like to max;
mize the price his company receives under the contract, but must be mind-
ful of the relationship. He'd hate to lose this long—ferm‘ custormet. ‘

As long-term partners, each side is willing to disclose some of It.s
interests to the other. That way, if one party must give ground on price,
the other party might be able to offer value on some other ﬁ'ont.-

Together, the two negotiators seitle on an agreement that gives |
Kiaft what it wants: $2 per switch. But in return, Kraft agre‘es to give
Gomez Electronics sixty days to pay instead of the usual th:rlty-day
artangement. The extra thirty-day float helps Gomez reduce its u:ﬁﬂe—
ing capital requirements over the term of the agreement. F-pltrrher, the
two firms agree to collaborate in designing a new set of switches for a
Gomez product currently on the drawing boards.

Examples like this one have become more and more caminaf-
i i i ift their
place on the manufacturer-supplier front as big companies shift th
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tactics from squeezing suppliers—and dealing with many of h

th-rough short~term transactions—to developing Iong-ternz rol t' o
ships with J.-USt a handful of suppliers. In many of these cases es::lttlolr'l ]
ers and original equipment manufactyrers (OEMs) collabt;ratpepilr;

often appears to be a Zero-sum game,
Inani i iati
h ax; Integrative negotiation, your task is twofold: (1) to create as
muc 1
» ;‘fa ue as possible for you and for the other side, and (2) to claim
value ,
for yourself. Many use the term win-win in referring to this
eo
type of arrangement. Unfortunately, that term implies that all partjes

ground to Gomeyz Electronics on Payment terms
Someti ides’ .
}ll‘netnnes, the two sides’ interests do not compete at all. In thege
cases t i 1 i '
e task is to arrive at 2 deal that Integrates their interests as ef.

i ol 4
.egratffd fegotation—not simply price, delivery date, or any other
single issue. Indeed, Opportunities for Creativity abound

Types of Negotiation

Is Win-Win for Real?

Most books and training courses on negotiations use the term
“win-win” to describe integrative deals. In fact, both the term
and the concept have become so popular that they have become
clichés:“We're looking for a win-win deal with our customers.”
“Here at ExploitCo, management and employees share a win-
win attitude.”

It all sounds very high-minded. Win-win resonates with our
cultural belief that relationships should be mutually beneficial,
not exploitive, one-sided, or coercive.

But not everyone is happy with the term. Author and nego-
tiating consultant Jim Camp is an outspoken critic. To him, win-
win is a sucker’s game, and more likely to be a losing game for

the unwary:

[Shrewd negotiators in every field understand that a gung ho, win-
win negotiator on the other side of the table is a sitting duck. . . .
Those smooth-talking negotiators don’t compromise, but they de-
mand that you do. (In the case of corporate purchasing departments,
I guess their compromise is that they’re buying from you instead of
Srom someone else.) And all the while, they put the happy face on

their negotiations.>

Win-win in this sense follows the old Soviet approach to “get-
ting to yes” in its negotiations with the West during the Cold

War era:“What’s ours is ours; what's yours is negotiable.”

As Gordon told readers of Harvard Management Communication
Letter, “If you read the classic texts, they talk about extreme opening
positions, getting the other side to make a concession first, offering to
split the difference only after both sides have gone a few rounds, and
so on.” In Gordon’s view, concessions are not necessary. “Instead, you
look for creative options. ... If there is a range of possible acceptable
outcomes, then there is always a set of outcomes that will make both

of us happier than the minimum acceptable outcome would”?
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The Negotiator's Dilemma: A Preview

Few business negotiations are purely distributive or purely inte-
grative. Most are integrative to some degree, containing oppor-
tunities for both competition and collaboration. Indeed, the
playing field of negotiations is better described as a continuum
that includes those two extremes and mixtures of the two in be-
tween. Knowing where to play in that continuum involves 4 ten-
sion known as the negotiators dilemma. “Should T compete for as
big a share of this small pie as possible,” one participant asks, “but
risk having the other side claim the value? Or should I collabo-
rate in hopes of doing well?” These questions involve difficult
strategic choices, which means balancing competitive strategies
with cooperative strategies. Knowing whether to compete where
nterests conflict—claiming more instead of less—or to create value
by exchanging the information that leads to mutually advanta-
geous options is at the core of the negotiator’ art.

The negotiator’s dilemma is explored at greater length in
chapter 6.

Fisher, Ury, and Patton’s popular book Getting to Yes supports
this view. It shifted people’s focus from [-win-you-lose situations to
integrative negotiations, in which each party can claim satisfaction.
Some have mistaken this to mean that everybody can get everything
they want (win-win), which is not what the authors meant. They
provide approaches both for creating value (focus on mterests, not
position; separate the people from the problem) and for “principled”
value claiming (identify objective standards). Likewise, other authors,
notably David Lax and James Sebenius in The Manager as Negotiatos,
tell readers to focus on enlarging the pie through trades (creating
value) while secking to get a reasonable piece of the expanded pie
for themselves (claiming value).

Finding opportunities for mutual benefit naturally requires in-
formation sharing. Unlike the distributive situation, in which you
deliberately play your cards close to the vest, an integrative negotia-
tion encourages negotiators to do the following:

Types of Negotiation 9

Provide significant information about their circumstances.

Explain why they want to make a deal.

e Talk about their real interests or business constraints.

* Reveal and explain in general terms their preferences among

issues or options.

* Consider and reveal any additional capabilities or resources they
have that might meet the other side’s interests and could be

added to the deal.

¢ Use what they learn to find creative options that will meet the
interests of both parties to the greatest extent possible.

Multiple Phases and Multiple Parties

When thinking about negotiating, most people envision on‘e pers'on
or one team of people sitting across the table from another.* The in-
dividual parties eventually hammer out their dlﬁ‘e.rences or walk
away. This characterization is often accurate. It descr1b§s how bosses
and their direct reports deal with performance and pay issues, how an
individual negotiates for the purchase of a new car, _and so forth. Such
negotiations are one-on-one and focus on a clear issue, and they are
usually handled in a single meeting. | |

In reality, many negotiations are not so snnple._They involve
more than two parties, and they sometimes take place in phases, each
devoted to one of several important issues. Though these more com-
plex situations are beyond the scope of this boc_)k,- you need to be
aware of them. Each represents a “type” of negotiation.

Multiphase Negotiations

Multiphase transactions and the prospect of future dealings offer 1:}111;1
portant advantages for parties who are trustwc_)rthY and who wo

like to foster cooperative behavior. In these situations, early phases
allow the parties to build trust by performing their agreements as
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promised. A failure to perform warns the other side to be carefil and
to create enforcement mechanisms for agreements. Early phases also
allow the parties to become familiar with each other’s communica-

tion and negotiation styles. That familiarity often makes subsequent
phases more productive.

Multiparty Negotiations

Business and professional negotiations commonly involve more than
tWo parties, and certainly more than two people. Such multiparty ne-
Lotiations can differ significantly from tWo-party negotiations in one
Important respect: Coalitions can form among the parties. Coalitions
make it possible for weaker parties to gather the strength to push
through their preferred proposals, or at least to block those they find
unacceptable.

There are at least two types of coalitions: a natural coalition of al-
lies who share a broad range of common Interests, and a single-issue
coalition, in which parties that differ on other issyes unite to support
or block a single issue (often for different reasons).

The challenge of multiparty negotiation is managing coalitions,
breaking them apart or keeping them together depending on your
Own interests. Just as in a tWo-party negotiation, you must under-
stand the goals, interests, and relationships of the many parties, and
work from there.

A natural coalition of allies is hard to break. For example, an en-
vironmental agency and a citizen’s nature conservation group share
basic agendas and will often act in concert to block development ini-
tiatives, even without explicit agreement to do so,

A single-issue coalition of otherwise disassociated parties, in
contrast, is generally more vulnerable, For example, a labor union
and a nature conservation group might form a coalition to block an
antiunion developer from building a shopping mall in a wooded
area. Fach has very different reasons for joining the blocking coali-
tion, which makes it feasible for the other side to put a wedge be-
tween them. For example, if the property owner finds a different
developer with a better track record in its dealing with unions, the

Types of Negotiation 11

union is likely to withdraw its opposition, leaving the conservation-
ists to fight alone. Or, if the original developer agrees to HgoTe the
project to a different location, the nature conservation group is likely
to pull out, leaving the union as the sole opponent.

Summing Up

This chapter has introduced the basic types of negotiation you’re
likely to encounter, and what’s at stake in each.

* A distributive negotiation pits two or more parties in competi-
tion for a fixed amount of value. Here, each side’s goal is to
claim as much value as possible, as in the sale of a rug at a street
bazaar. Value gained by one party is unavailable to others.

* Integrative negotiation is about creating and claiming Vz_ilue.
Through collaboration and information sharing, the parties 1.091{
for opportunities to satisfy the key objectives of each, reclogl.nzmg
that they will probably have to give ground on other objectives.

* The negotiator’s dilemma describes the situatio-n faced by
people who enter any type of bargaining situa?on.They must
determine which game to play: aggressively claim the value
currently on the table (and possibly come out the loser),‘o_r
work with the other side to create even better opportunities

that can be shared.

* No matter which type of negotiation you're faced with, it’s bound
to be more complex if it is multiphased or involves multiple
parties. If your negotiation is multiphased, use the early plhases
to build trust and to become familiar with the other par-tles. If
many parties are involved, consider the benefits of forming a

coalition to improve your bargaining power.
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Key Topics Covered in This Chapter

BATNA (best alternative to a negotiated
agreement)

Reservation price
ZOPA (zone of possible agreement)

Value creation through trades




HEN PEOPLE don't have the power to force a

desired outcome, they generally negotiate—but

only when they believe it is to their advantage to
d.o s0. A negotiated solution is advantageous only under certain con-
ditions, that is, when a better option is not available. Consider this
example: One of your best employees, Charles, is being courted by
another company, Replacing him will be costly, but perhaps not as
costly as negotiating some combination of financial inducements
and work changes that will persuade him to stay and keep on con-
tributing. Your mental calculator tells you that the cost of these in-
ducements is less painful than your only other option—Iosing a star
employee.

Any successful negotiation must have 2 fundamental framework
based on knowing the tollowing;

* The alternative to negotiation
* The minimum threshold for 2 negotiated deal

* How flexible a party is willing to be, and what trade-offs it s
willing to make

Three concepts are especially important for establishing this frame-
Work: BATNA (best alternative to a negotiated agreement), reserva-
tion price, and ZOPA (zone of possible agreement). This chapter
develops these three concepts using distributed negotiations as ex-
amples. It then expands the framework to include a fourth concept:
value creation through trade, switching to integrative negotiations

Four Key Concepts 15

for an example. This switch simultaneously illustrates how the con-
cepts of reservation price and ZOPA shift when you move from dis-

tributive to integrative negotiations.

Know Your BATNA

BATNA, a concept developed by Roger Fisher and William Ury, is the
acronym for best alternative to a negotiated agreement. It is one’s pre-
ferred course of action in the absence of a deal. Knowing your BATNA
means knowing what you will do or what will happen if you fail to
reach agreement in the negotiation at hand. Consider this example:

A consultant is negotiating with a potential client about a month-long
assignment. It’s not clear what fee arrangement she’ll be able to negoti-
ate, or even if she’ll reach an agreement. So before she meets with this
potential client, she considers her best alternative to an acceptable agree-
ment. In this case, the best alternative to a negotiated agreement—the
consultant’s BATNA—is spending that month developing marketing
studies for other clients—work that she calculates can be billed out at

$15,000.

Always know your BATNA before entering into any negotia-
tion. Otherwise, you won't know whether a deal makes sense or
when to walk away. People who enter negotiations without this
knowledge put themselves in a bad position. Being unclear about
their BATINAs, some will reject a good offer that is much better than
their alternatives because they are overly optimistic. For example,
Fred has brought a damage suit against a former employer. That em-
ployer has offered to settle out of court for $80,000. But Fred wants
more.“I know that I'm in the right and can get what [ want if I don’t
settle, but go to court,” he tells himself. Going to court is his best
alternative to the $80,000 settlement offer. But how good is that al-
ternative? Fred hasn’t really done a thorough job of estimating the
probability of winning in court, nor the size of a potential award. In
other words, he has no real idea of the alternative to the employer’s

settlement offer.
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A King Who Knew His BATNA

Long before the acronym BATNA was invented, savvy opera-
tors kept their best alternatives in mind as they dealt with op-
ponents. Consider France’s Louis XI, one of the most crafty
monarchs in ﬁfteenth{entury Europe. When England’s Edward
IV brought his army across the Channel to grab territory from
his weaker rival, the French king decided to negotiate. Know-
ing that his BATNA was to fight a long and costly war, Louis
calculated that it was safer and cheaper to strike 2 deg] with
Edward. So he signed a peace treaty with the English in 1475,
paying 50,000 crowns up front and an annuity of 50,000
crowns for the rest of Edward’s life (which proved to be short).
To seal the deal, Louis treated his royal counterpart and the En-
glish army to forty-eight hours of eating, drinking, and merry-
making. As an added token, he assigned the Cardinal of Bourbon

to be Edward’s “jolly companion” and to forgive his sins a5 he
committed them.

As Edward and his army staggered back to their boats, ending
the Hundred Years War, Louis remarked: “ have chased the Ep-
glish out of France more easily than my father ever did; he drove
them out by force of arms while I have driven them out by force
of meat pies and good wine.” Such is the power of negotiating

when you know your BATNA.

—

$OURCE: Richard Luecke, Seystie Your Ships Before A dvancing (New York: Oxford University Press, 1 993),49.

Others run the risk of accepting a weak offer, one that i less fa-
vorable than what they could have obtained elsewhere if there were
N0 agreement (“] probably have some other options, but this seems

like a good deal”).
Strong and Weak BATNAs

Your best alternative to a negotiated agreement determines the point
at which you can $ay no to an unfavorable proposal. If that BATNA
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is strong, you can negotiate for more favorabl.fi terms, knowing
that you have something better to fall back on if 2 deal lcarmot blcz
arranged. A weak BATNA, on the Othf-il‘ hand, puts you in a- wea
bargaining position. Consider the position _of the consultant in our
earlier example if she had no other work lined up. In that case her
alternative to a deal might be sitting around wai.tjrfg tor the phone to
ring—a terrible position to be in during negotiations. ,

Whenever a negotiator has a weak BATNA (or hasn't taken the
time to determine what that BATNA is), it is difficult to_ walk away
from a proposal—no matter how paltry it might be. And if the other
side knows that its opponent has a weak BATNA, the weak party has
very little power to negotiate. Not that this stops some people f.rorzl
trying to drive a hard bargain. For example, in late 2001., an otganize
group of the unemployed in France threatened to strike if the gov-
ernment failed to meet their demand for higher unemployment
benefits! Needless to say, this group had Little negotiating power.

Take a minute to think about your own best alternative to what-
ever deal you are presently negotiating. Do you have one? Is it strong

or weak? Can you quantify it?

Improving Your Position

A weak BATNA is not the end of the world. Whatever hand you've
been dealt, here are three potential approaches to strengthening your

position:
1. Improve your BATNA.
2. Identify the other side’s BATNA.
3. Weaken the other party’s BATNA.

Each of these options is discussed in the following sections.

IMPROVE YOUR BATNA BATNA seems a given. Qur Con-sultant
has $15,000 of other work she can turn to if negotiations with the
new client fail. But she might be able to expand that other ‘VVOI’k,
thereby improving her BATNA and giving her a strong hand in ne-
gotiations. For instance, she might call her current client and say,
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“You know those marketing studies you asked me to develop. For a
slightly higher fee—say, $5,000 more—1I could expand the scope of
those studies to include sales estimates of your two leading competi-
tors’ products. Would you like me to do that?” If she got the go-ahead
to expand the project, her new BATNA would be higher—$20,000.

Anything that can be done to improve your BATNA will
strengthen your negotiating position. Take a minute to think of ways
you could do that, given current circumstances.

If you have a strong BATNA—and if you are certain that it’s
much stronger than anything the other side can muster—don’t be
shy about it. Discreetly let the other side know that you're negotiat-
ing from a strong position.

IDENTIFY THE OTHER SIDE’'S BATNA Knowledge of the other
side’s BATNA is another source of negotiation strength. Is its alter-
native to a deal strong or weak relative to yours? A good estimation
of the other side’s BATNA can be a big help to you. For instance, in
the example given earlier, our consultant would have a stronger bar-
gaining hand if she knew that her potential client would have to pay
$25,000 to another firm for the same work. Twenty-five thousand
dollars would be the client’s BATNA; knowing that would help our
consultant be more effective at the negotiating table. Better still, a lit-
tle sleuthing might reveal that the competing consulting firms were
booked solid for the next four months. If the work had to be done
soon, the potential client would have a very weak BATNA, and our
consultant could pursue negotiations with much greater confidence.
“My price is $30,000, and I can begin the work later this month.”

Thus, knowledge of the other side’s BATNA is extremely help-
ful when you can obtain it. But how can you obtain that knowledge?
The opposing negotiator won'’t tell you unless his BATNA is very
strong. He may even bluff about it. Sometimes, however, the other
party’s circumstances can be discovered. Asking questions during the
negotiation can help you learn about the other side’s BATNA, but
you cap also learn in advance by doing the tollowing:

* Contacting sources within the industry

* Checking potentially relevant business publications
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A Cauliort on BATNA Values

Although it’s absolutely essential that you know your own
BATNA and try to estimate that of the other side, be aware that
most people don’t do a good job of estimating BATNA values.
For example, Lax and Sebenius describe an experiment involv-
ing the value of a company up for sale. “Even given identical
business information, balance sheets, income statements, and the
like,” they write, “those assigned to buy the company typically
rate its true value as low, while those assigned to sell it give much
higher best estimates. Neutral observers tend to rank the poten-
tial someplace in between.”!

The lesson here is that BATNA values can be influenced by
your personal perspective. So be as objective as possible. Check

your thinking with a neutral third party.

» Reviewing annual reports (or public filings)

¢ Asking questions informally of the negotiator or others within

the company

* Imagining what your interests, preferences, and needs would be

if you were in their position

Knowing the other side’s BATINA lets you know how far you
can go. But other knowledge is equally important. For instance, the
more you know about the other side’s broader concerns, industry,
corporate structure, and other deals and goals, the better able you
will be to find creative ways of meeting their interests (preferably at

low cost to you).

WEAKEN THE OTHER PARTY'S BATNA Anything that weakens
the other side’ alternative to a deal will improve your relative po-
sition. In some cases, weakening the other side’s BATINA may be

done directly.

I
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Final Haven, Inc., a Texas-based chain of funeral homes, had been ac-
quiring independently operated vivals in the northeastern United States
and was in preliminary negotiations with Jim and Barbara Stanley for
the purchase of their establishment in central Connecticut. When those
negotiations began, the Stanleys were confident that they could get a
high price since another funeral home operator in the area, Bob’s Dis-
count Funerals, had been saying for years that he’d like to buy them
out. “That’s a fine funeral business you have there,” he had told them
repeatedly. “If you ever want to sell it, talk to me.” Bob had even
hinted at $800,000.
The Stanleys thought of $800,000 as their best alternative to cut-
ting a deal with Final Haven. “If we can play Bob off Final Haven,”
Jim Stanley told Barbara, “we should be able to get a still better
price—maybe $1 million.” Needless to say, the Stanleys were crest-
Jallen when the local newspaper announced “Bob’s Discount Funerals
to Be Acquired by Texas-Based Chain.” Their alternative had just
evaporated, leaving them in a weak position relative io the deal makers
from Final Haven.

In this example, Final Haven neutralized Jim and Barbara’s alter-
native deal. Their $800,000 BATNA had been taken off the table,
leaving continued operation of the business as their only alternative
to an offer by Final Haven. Thus, Final Haven strengthened its posi-
tion relative to the other side by weakening the Stanleys’ BATNA.
Of course, the Stanleys’ position may not be entirely untenable. They

Determining Your BATNA

Would you like to identify your BATNA and explore ways of
improving it? Turn to the appendix to find a handy worksheet
whose questions take you through the steps. The worksheet and
other tools can also be found online at the Harvard Business Fs-
sentials Web site: www.elearning hbsp.org/businesstools. This
site offers free interactive versions of the worksheets, checklists,
and other tools introduced in this series.

.
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might take steps to strengthen their BATNA. For example, they
might entice another potential bidder into the game—perhaps a
rival chain of funeral homes.

When You Have No Alternatives

No negotiator is in a weaker position than one with no alternative to
a deal. In this case, the other side can dictate the terms. The BATINA-
less party is a deal taker, not a deal maker. If you find yourself in this
dangerous situation, you must create an alternative. Writing in the
Harvard Business Review, Danny Ertel described how Colbtn, Chile’s
third-largest electric power producer, managed to do this:

Colbtin has often _found itself at a substantial disadvantage in terms of
scale and negotiating leverage. It had to bargain for transmission capac-
ity, for example, with the transmission arm of the largest power com-
pany. If it had gone into those negotiations without an alternative, it
would have been at the mercy of the other side, and it would have
ended up paying dearly for the capacity. But Colbiin had an express
corporate policy requiring the establishment of a BATNA in any nego-
tiation. Because there were no other existing options for purchasing
transmission capacity, Colbiin had to create one—developing its own
transmission line, conducting feasibility studies, and even putting con-
struction contracts out to bid.”

As described by Ertel, this approach worked. The other side steadily re-
duced its price quote as development of Colbtin’s BATINA progressed.

Are you without an alternative in any of your current negotia-
tions—with your boss, with a customer, or with someone else? If you
are, stop to think about how you could create one.Think, too, about
which type of alternative would most strengthen your hand.

BATNA Is Not Always Simple

BATNA is a straightforward concept. But applying it is not as simple
as we've made it appear. Most business negotiations involve many

varjables, some of which cannot be quantified or compared. This
makes for a fuzzy BATNA. For example, let’s suppose that you are
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contemplating the purchase of a used 2001 Volvo sedan with an au-
tomatic transmission and 28,000 miles on the odometer. The dealer
has it listed for $26,000 and offers a ninety-day warranty Your neigh-
bor, however, owns a 2001 Volvo station wagon with a standard trans-
mission (which you prefer) and 53,000 miles on the odometer. He
says that it has no known mechanical problems, and will part with it
for $18,000—with no wartranty. As you negotiate with the car dealer,
your neighbor’s vehicle would seem to be your BATNA. But is it a
useful benchmark of what you could achieve in the absence of an
agreement?

If price were the only issue, the neighbor’s Volvo would be your
BATNA, but there are substantial quantitative and qualitative differ-
ences between the two vehicles. The neighbor’ car has a lower price
and a standard transmission—swhich you like—but it has higher
mileage and no warranty—which you don't like. Most negotiations
involve similar complexities.

In a transaction that involves price and various other features,
such as the car example, you can make the BATNA Jess fuzzy by as-
signing a monetary value to the various features and adjusting the
BATNA value by that amount. For example, you could assign a price
penalty of $4,000 to your neighbor’s Volvo to adjust for its higher
mileage, and another $1,000 for the fact that it comes with no war-
ranty. At the same time, you could add a price premium of $500 to
that same car for the fact that it has the standard transmission, which
you prefer. Netting these adjustments, you have $4,500 (or $4,000 +
$1,000 — $500).Add these to the neighbor’s offer of $18,000 and you
have $22,500—your new, less fuzzy BATNA. If the auto dealer
would reduce his asking price to $22,500, you'd be indifferent as to
which car you'd buy—at least theoretically.

Not all situations are amenable to price adjustments, for the sim-
ple reason that price is not always the fulcrum of negotiated deals.
Qualitative issues also matter. For example, a person who is negoti-

ating the purchase of a small business may be concerned with when
the transaction will take place and with the level of the current
owner’s involvement as a consultant. In these cases, the negotiator
must be able to make trade-offs in both sizing up the deal and devel-
oping his or her BATNA.
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Reservation Price

The reservation price (also referred to as the walk-away) is the least fa-
vorable point at which one will accept a deal. Your reservation price
should be derived from your BATINA, but it is not usually the same
thing. If the deal is only about money, however, and a credible dollar
offer is your BATINA, then your reservation price would be approx-
imately equal to your BATNA.

Consider the following example:

You are currently paying $20 per square foot for suburban office space. The
location is satisfactory and you believe that the price is fair, but you wouldn’t
mind paying mote to be closer to your downtown customers. While prepar-
ing to negotiate with a commercial landlord for an office lease in a down-
town high-rise, you decided that you would not pay more than $30 per
square _foot. That’s your reservation price. If the landlord insists on more, you
can walk away and attempt to lease space in a different building. Or you
can stay where you are at $20 per square foot (your BATNA).

At the end of a lengthy negotiation session, the landlord declares
that he will not accept less than §35 per square foot—and he won’t budge.
You graciously terminate the negotiation and walk away from the deal.

In this example your reservation price is different from your BATNA.
BATNA in this case is the current rent at the current location: $20
per square foot. But the new location has different characteristics

Selting Your Reservation Price

Do you know your reservation price in your current negotia-
tions? What variables affect your price? What value have you
traded off in figuring your walk-away? The appendix contains a
handy worksheet that can help you set an objective reservation
price. The worksheet and other tools can also be found online at
the Harvard Business Essentials Web site: www.elearning.hbsp.
org/businesstools. The site offers free interactive versions of the
worksheets, checklists, and other tools introduced in this series.




24 Negotiation

that enter into the equation. It’s closer to customers, and it may be a
more attractive space with greater workplace utility. You’d be willing
to assume the added expense and the hassle of moving, even if it
meant paying $30 per square foot. Anything more than that, however,
would be unacceptable. Thus, there’s a subtle difference between your
BATNA and your reservation price.

The fact that the prospective landlord would not take less than
$35 per square foot suggests that $35 is his reservation price.

7Z0PA

The ZOPA, or zone of possible agreement, is a third key concept to
remember. ZOPA is the area or range in which a deal that satisfies
both parties can take place. Put another way, it is the set of agree-
ments that potentially satisfy both parties.

Each party’s reservation price determines one end of the ZOPA.
The ZOPA itself exists (if at all) in the overlap between these high
and low limits, that is, between the parties’ reservation prices. Con-
sider this example:

A buyer has set a reservation price of $275,000 for the purchase of a
commercial warehouse. “That’s as high as I'm willing to g0,” she tells
herself: Naturally, she would prefer paying less. Unbeknownst to her, the
seller has set a reservation price of $250,000. That is the least he’ll
take for the property. The ZOPA, therefore, is the range between
§250,000 and $275,000, as shown in figure 2-1. The two parties
might haggle a bit in reaching agreement, but an agreement in this
range would satisfy each.

FIGURE 2-1

Zone of Possible Agreement

$250K 4975K

ZOPA, — e

Seller's Reservation Price Buyer’s Reservation Price
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BUYER: “What would you say to an offer of $255,0007 I could
agree to that.”

SELLER: “Thanks, but I believe that the building is worth more—and I
can get more if I leave the building on the market for another month or s0.”

BUYER: “Maybe, but maybe not. I'd be willing to pay $260,000
now if we could reach an agreement.”

SELLER: “§265,000 and it’s yours.”
BUYER: “Then $265,000 it is.”

In this commonplace example, each party had a reservation
price, and they bargained within the ZOPA. In doing so, each got a
better price than his or her walk-away. We can assume here that nei-
ther knew the reservation price of his or her counterpart. As you can
imagine, that knowledge would have been extremely valuable. For
example, with foreknowledge of the other side’s reservation price,
the buyer might have driven a tougher bargain, holding out for
something closer to $250,000. Estimating the other side’s reservation
price is sometimes possible. If, for example, equivalent properties in
the area were listed for $260,000, the buyer could assume with some
confidence that the seller’s reservation price would be close to that
figure. Likewise, if investigation revealed that the seller was highly
motivated to sell, the buyer would offer less.

Now consider what would happen if the numbers were re-
versed—that is, if the buyer had set a reservation price of $250,000
and the seller had set a reservation price of $275,000. That is, the
buyer won't pay more than $250,000, and the seller wouldn’t take
anything less than $275,000.There would be no overlap in the ranges
in which the two parties could reach agreement—no ZOPA. No
agreement would be possible, no matter how skilled the negotiators,
unless there were other elements of value to be considered or if one

or both sides’ reservation prices changed. For example, if the ware-
house seller determined that the potential buyer needed parking
space for ten delivery trucks, and if he happened to have that many
unused spaces available at an adjacent location, he might offer them
to the seller as part of the package. That “sweetener” might break the
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impasse. This would be an example of the way value is created in in-

tegrative negotiations, as described in chapter 1, Information sharing
makes it possible.

Value Creation Through Trades

Another fundamental concept of negotiation is value creation through
trades. This concept tells us that negotiating parties can improve their
positions by trading the values at their disposal Value creation through
trades occurs in the context of integrated negotiations. It usually takes
the form of each party getting something it wants in return for some-
thing it values much less. Consider the following example:

Helen and John are collectors of rare books and view theiy holdings as
sources of artistic satisfaction and investment gain. “With rare books [
can achieve a higher financial return than I can in the stock market,”
says Helen confidently, “and T experience the exquisite pleasure of hav-
ing these wonderful first editions in my home.” Helen’s pride and joy is
her set of Hemingway novels, She has every one in a first printing, with
the exception of For Whom the Bell Tolls. She is negotiating with
John, who has a copy for sale.

John is pleased to have his original Heminguway, but as negotiations
over the phone reveal, his primary intetest is in building a collection of
the works of the nineteenth-century American historian William Prescott.
He currently has first printings of Prescott’s multivolume History of
the Reign of Ferdinand and Isabella and is aggressively looking for
Volutne 2 of that same author’s The Congquest of Mexico, As luck
would have it, Helen has 4 Jurst printing of Volume 2, and is agreeable
to parting with it since it is not part of any collection she is building. It
is tetely something she had purchased at an estate sale.

In the end, John sells Helen the Hemingway book, completing her
set, for $100 plus her copy of Prescott’s Volume 2, which completes his set.

Both are extremely happy with the deal,

This is a case in which two individuals were able to create value,
not simply claim it. Both emerged with substantial satisfaction from
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the deal. This was possible because the goods exchanged had only
modest value to their original holders, but exceptional value to
their new owners. B |

Think for 2 moment about your own negotiations—with cus-
tomers, suppliers, and fellow employees. Are you pulling and tugging
with each other in a win-lose framework? Now think of ways that
you might be able to satisfy the other side with something that would
cost you very little.

* For a supplier, that greater value might take the form of an ex-
tended delivery period. For the customer, having deliveries
spread out during the month might be of no great consequence,
but for a supplier with strained production facilities, it may be

very important.

* For a customer, greater value at low cost might take the form
of three months of free repair services if needed. For a vendor
who has great confidence that its products will need no repairs
during that period, free service is nothing of consequence. In
providing it to the customer the vendor incurs little cost, even
though the customer values the repair service highly.

For another department in your company, greater value might
be found in your offer of two high-powered workstations that
your people rarely if ever use. That department may be abl.e
to offer something in exchange that you value more than it

does.

For an employee, the opportunity to work from a home office
two days each week may produce great satisfaction while cost-
ing the employer nothing.

Few of the things that others value highly will have little value to
you, and vice versa. But they are sometimes there, and a little thinking
and probing can identify them. That’s value creation. Just be sure that
if you give something of value, then you ask for something in trade.
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Summing Up

This chapter has explained the fundamental concepts used by skilled
negotiators.

* BATNA is the best alternative to 3 negotiated agreement, It is
one’s preferred course of action in the absence of a deal. Know-
ing your BATNA means knowing what you will do or what
will happen if you fail to reach agreement. Don't enter a nego-
tiation without knowing your BATNA.

If your BATNA is weak, do what you can to Improve it. Any-

thing that strengthens your BATNA improves your negotiating
position,

Identify the other side’s BATNA. If it is strong, think of what
you can do to weaken it.

Reservation price is the price at which the rational negotiator
will walk away. Don’t enter 2 negotiation without a clear reser—
vation price,

* ZOPA is the zone of possible agreement. It is the area in which
a deal will satisfy all parties. This area exists when the parties
have different reservation prices, as when a home buyer is will-

ing to pay up to $275,000 and the home seller is willing to take
an offer that is at Jeast $250,000.

* Value creation through trades is possible when a party has
something he or she values Jess thap does the other party—
and vice versa. By trading these values, the parties lose little
but gain greatly.

Preparation

Nine Steps {o a Deal

Key Topics Covered in This Chapter

Understanding your own and the other
side’s interests and BATNA

Identifying potential opportunities for value
creation

Determining the authority levels of both
sides in a negotiation

Understanding the people and the culture of
the other side

Preparing for flexibility
Showing the fairness of one’s position

Altering the process in your favor



VERY IMPORTANT ENDEAVOR benefits from prepa-
, raton. Negotiating is no different. People who know

el what they want, what they are willing to settle for, and
what the other side is all about stand a be j

tter chance of : i
a favorable deal for themselves, as the fol] negotiating

Owing example makes clear.

Laura, one of Phil’s best employees, requested 4 meeting to talk aboyt

taking a six-month leave of absence. She had expressed her interest in

an extended leave several times oey the Ppast several months. But now

she made a formal request Jor a meeting. “Let’s meer 4 week from Tie
day at 4 o’clock to discuss it,” said Phil. )

With all the things Loing on in the department, Phil didn’t wan

to think about how his unit would get its work done without Layry
And so he didn’t think about her request. “Maybe she’]] change her.
mind or just forget about it.” he mused. But she didn’t,

When they finally met, Laura was completely prepared. She had
picked potential starting and ending dates for her leave, She’d checked
with the human resource department about leave policies and the staffin
issues. And she anticipated the issyes hoy boss would raise: Who wi]] ici
up the slack? How will deadlines be met? Who will take hey place inp
leam activities? Laura had prepared answers for each of these questions

Phil, on the other hand, was winging it. He didn’f like the ideq c;j"
extended leaves. “What if everybody decided to do this?” e muttered
“We'd have chaos around here.” By whenever he raised an objection-
Laura came back with an effective response. He wanted to suggest an )
alternative to such a long leave, but couldn’t think of one.
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In the end, Laura got her leave on her terms because she was pre-
pared and Phil was not. Had he been prepared, Phil might have found
common ground on which his unit goals and Laura’s goals could have
been mutually satisfied.

For the negotiator, preparation means understanding one’s own
position and interests, the position and interests of the other party or
parties, the issues at stake, and alternative solutions. It means learning
as much as possible about concepts introduced in the previous chap-
ter:your BATINA and reservation price and those of the other parties,
the zone within which an agreement can be struck, and opportuni-
ties to create more value. It also means understanding the people with
whom you’ll be dealing. We'll explore these and other preparation is-
sues through nine steps.

Step 1: Consider What a Good Outcome
Would Be for You and the Other Side

Never enter into a negotiation without first asking yourself, “What
would be a good outcome for me? What are my needs, and how do
I prioritize them?”Then ask the same questions from the perspective
of the other side.

In the example that introduced this chapter, Phil, the manager,
should have thought ahead to the outcomes that would have been
good for him—outcomes that would allow his unit to reach its as-
signed goals. The most obvious would be for Laura to stay put. But
that isn’t feasible, since the company has a leave policy. And turning
her request down flat might lead to her resignation, creating a still
bigger problem. But that’s the extreme outcome. There are plenty of
others that might allow Phil’s unit to get its work done. For example:

* Negotiate a shorter leave.
* Schedule the leave for the slow part of the year.

* Ask Laura to work out a plan with her coworkers that clearly

accommodates the business needs of the unit.




52 Negotiation

Any of these outcomes might satisfy Phil.

But what about Laura’ perspective? If she has any bargaining power,
her concept ofa good outcome will limit Phils ability to produce the best
outcome for himself, So a5 part of his preparation, Phil needs to put him-
selfin her shoes and ask the same questions:“What would be 3 good out-~
come for Laura?What are her needs,and how does she prioritize themn?”
Logically, Phil can only answer these questions if he understands [aupg
and her motive in seeking a leave of absence in the first place.

Since Phil hasn’t bothered to understand Laura’s issues, let’s play
mind reader and find out what she’s thinking,

I really need to spend more time with my son Nathan. He’s g very um-
Jocused teenager. And it shows in his school reports. He’s not doing his
homework, he’s Loofing off in class, and his grades are lousy. Someone
needs to get him on track oy he’ll never get into 4 decent college or de-
velop good work habits, Someone should be there when he gets home
Jrom school to enforce study habits and to provide a family dinner duy.
ing which we listen to each other. His father can’t do if— pe travels too
much. And I can’t do it with 4 Sull-time job. T don’t get home until

I need some time off to get that boy on track. Six months might do
it. We really can’t afford the lost income, but we can’t let our son cop-
tinue to drift either

Had Phil prepared himself by learning why Laura wanted a leave, he
would have been able to postulate one or more good outcomes from
her perspective.

Negotiating exXperts refer to the interests of the various parties
when they urge people to prepare. Without understanding those in-
terests—one’s own and those of the other parties—a good outcome
is generally elusive., Determining the interests of the other side, how-
ever, is sometimes difhcul, especially when that side conceals its in-
terests, as in the example of an independent sales representative who
1S negotiating with 5 manufacturer for the exclusive right to distrib-
ute its equipment in one particular region of the country. Negotia-
tors for the manufacturer are tight-lipped about their long-term

interests vis-i-vis this sales rep because they want to eventually re-
place him with one of their own people,
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The interests of the two sides are sometimes revealed through di-
alogue at the negotiating table. But not always—partu:l.ﬂafl){ in win-
lose distributive deals. If you cannot identify the other side’s interests,
use every communication opportunity to probe fcl>r- them. Or try
using the checklist “Assessing the Other Side’s Position and Inter-
ests” found in the appendix. (The worksheet and other toolls can also
be found online at the Harvard Business Essentials Web site: www.
elearning.hbsp.org/businesstools.)

Step 2: Identify Potential
Value Creation Opportunities

Once you understand what a good outcome would look Iillie from
your vantage point and from the vantage point of the .other side, you
can then identify areas of common ground, compromise, and oppor-
tunities for favorable trades. If Phil eventually recognized Laura’s key
issue as one of balance between work and family life, for instance, he
could prepare himself with a handfi1l of feasible alternatives that would
allow both parties to attain most, if not all, of their goals. For example:

* Reduced hours for Laura—9 a.m. to 2 p.M. Laura would be
home in time to deal with her son, and Phil could use her
salary reduction to hire a temp to fill the 2-to-5 p.m. time gap.

* Telework from a home office from 8 a.m. to 3:30 p.m. This
would address Laura’s interests with respect to her long com-
mute, her desire to provide closer supervision for her s01.'1 in the
late afternoon, and her concern about losing significant in-
come. Laura could, in turn, address Phil’s interests by develop-
ing a plan for timely delivery of all her work.

Laura might see either of these alternatives as superior to her initial
leave request in that each would have her at home in the ear_ly after-
noon and still provide her with most—if not all—of her mcomc.e.
And neither would create serious problems for Phil’s unit. In this
sense the negotiation would be value creating. Laura would get the
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time she needed for work/life balance, and

employee and keep his department Tunmng on an even keel.

Any time value is created, you need to answer the question of
party could claim 100 percent of it,
ay. Naturally, if you help create value
hare—you’d be entitled

who will claim that value. One
or it could be shared in some w.
through negotiation, you'll want to claim a s

to it. This is what sellers do in negotiated business acquisitions.

Wholesome Products,

a friendly takeover Although Wholesome’s shares trade for §$50 per share
on the stock exchange, Conglomerated is willing to pay $65 per share.
Why? Among other reasons, the ac

the two companies together. That extra value did not excist in Wholesome

as a stand-alone company, and it might not exist if some other comparny

were making the acquisition. But g Conglomerated sees it, adding Whole-
some to its portfolio is equivalent to making two plus two equal five,

In settling on a premium for the share price, both companies in this ex—
ample are claiming their newly created value:Wholesome shareholders
get more money and, even at that price, Conglomerated’s management
thinks it has scored a good deal because of it anticipated synergies,

Step 3: Identify your BATNA and Reservation Price,
and Do the Same for the Other Side

The previous chapter discussed BATNA and reservation price at
length. We mention these concepts a

important elements of Ppreparation.

Getting back to the example of Phil and Laura, what is Phils
BATNA? The story hasn’t given us enough details to know for cer-
tain, but it appears that Phil hasn’t even thought about his BATNA.
He doesn’t have anyone waiting in the wings to replace Laura if he
says “no” and she resigns. If he walks away from negotiating her leave
request, he’ll be faced with either (1) dealing with a disgruntled em-
ployee if she stays, or (2) hiring a replacement if she leaves. Neither is
a pleasant prospect from Phil’s viewpoint. If Laura surmises this as
part of her preparation, she’[l be in a better position to negotiate.

gain here because they are such

Phil would retain 2 good

Inc., is being puschased by Conglomerated Foods in

quirer sees valuable syneigies in putting
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Laura’s BATNA is also limited. If she doesn’t negotiate with ?hil,
he’ll more than likely get her leave since company policy prov1}clles
: . ” dermine her
i ing,“Gi leave or I'll sue” would un
for it. But saying, “Give me a , -
ing i — thing she doesn’t want. So
tanding in the company—some o '
:Sa.lternative to a negotiated deal may be resigning and lool.ﬂng for ﬂi
job six months down the road. If Phil understands this, he w.
new

be better prepared to bargain.

Step 4: Shore Up Your BATNA

As described in the previous chapter, anything you can d-o to 11;1});0:
your best alternative to a negotiated deal w1.Jl put you in a_ 5 o0 ‘id
position. In the case of Phil and Laura, Phil cou-ld halwe chrnpr e
his BATNA in the preparation stage if he had identified ano

How Needy Are You?

Author and consultant Jim Camp urges l'fjs readers to anAde 1\32—
pearing “needy,” the equivalent of having a weal-c o _
Shrewd bargainers will take advantage of t:I_lat neediness. th};

ponents don’t have it, tough negotiators will do whatever they

can to encourage neediness in their opponents:

Tough negotiators are experts at recognizing this needim‘ess in th;:
adversaries, and expert in creating it as well. Negot:ator‘s wi -
giant corporations, in particular, will heighten the expectatu-ms f:r
their supplier adversaries, painting rosy, exaggerated scenarwss ;
mega-orders, joint ventures, global alliances, all for the purphose Ly
building neediness on the part of their adversary. . . .Then, when "
neediness is well-established, they lower the boom with changes, e

. 2
' cesstons.”
ceptions, and . . . demands for con

g A
You can avoid appearing needy by building a strong B:TN "
and letting the other side know that you are prepared to w:

if 1 cessions.
away if it demands too many con
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able,” that chip would Jose its power,
Shoring up one’ BATNA is an Important part of preparation,
but is not limited to the “pre-negotiations” phase. Good ne

work to improve thejr BATNAs before and during deli
with the other side.

gotiators
berations

Step 5: Anticipate the Authority Issue

the table must have fii]] authority. Otherwise, you risk falling victim
Just as you are about to reach
agreement with the salesman, he says,“I'll have to clear this with my
manager.” In other words, the negotiation with the salesman is used

second negotiation, with the
manager, aims to push you beyond it.

There are real advantages to negotiating with the person who

has the power to sign on the dotted Jine:
* All of your reasoning is heard directly by the decision maker.

* The benefits of the good relationship built at the bargaining

table are likely to be reflected in the deal and it implementation.

* There are fewer chances of dis

putes or misinterpretation of
particular provisions.

So do whatever You can to identify the rea] decision maker.
Don’t be afraid to ask, “Who will make the decision?” If that person

is not on the negotiating team, suggest that he or she be included. “If
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Mr. Jones will be making the decision, wouldn't it be b.est if he par-
tici]-;)ate with us? That way we can avoid misunderstandings an.c:il sa:z
time.” If your decision maker is at the table, press the other side
Iempmcaie. to find out how the other side will make its decision. Is
it u]szoorjz individual, a team, or a committee? Will the dej:is]ijon Ee
kicked around the organization for a \-:veek or _rwo? Dontd e soz
about asking point-blank, “What decision-making process do y
i ike this one?” |
[ gaa;r;fz;il;atter, you won't always be able t.o negoti:ge ;;SH;}; tl;f
individual (or committee) who retains final authority. Ev;n e . ng_
tiated by the president of the United States.—arguably t eSmSO : fte
erful individual in the nation—must be ratified by t-he E .S58 r m.a
Dealing with negotiators who lack full auth0r1.ty, vav-e (,:Omy_z

have advantages: These individuals ma.y be frf_:er to discuss t e1;eahng
pany’s interests and to explore creative optl-ons..If yohlj are&eedom
with someone who does not have full authority, view this as

from the need to commit. But observe these cautions:

¢ Confirm the ground rule that neither side will be commlttu.lg
his or her company in the negotiation. (If they’re not commit-
ting, you shouldn’t have to either.)

i i ive inter-
* Suggest using the opportunity to discuss your respective int
ests and to come up with creative options and packages.

. % llen Ilegotlatlllg abOth dOHaI ISSUES, lea\'e yo LIISEH sOme wtgﬂle
ToOoH 111 lIla.l ne ()t O [)LlSIIE?S E]aldC (= ()l’ld
IOLIIld If the].’e SNo W lggle I(]()m, StIOIlgly C()IlW:‘y the message

that this is your best offer.

Instead of insisting that the person on‘ the other side of th;el:z:
gaining table has full authority, it’s more 1mPortant that youwﬂl e
mine the authority level of the personl with whom you b
negotiating, so that you can plan accordingly. Thus, try to a

the following:

* Who will be at the negotiating table
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* What is that person’s title and area of responsibility

* How long the other side’ fepresentative has been with the
company

. HOW the company is structured (Is it very hierarchical with
mgm_ﬁcant dec1310n—making powers centered at the top, or is it
relatively decentralized?)

* How the negotiator is viewed within the orgamization (Is he or
she generally respected and listened to, or not?)

off-the-record phone call or two,

If you learn that the negotiator for the other side has very little
formal authority and is not respected or listened to by the decision
makers, you have a problem. Working with this person may simpl
waste your time. So try to get another representative to participate 131[
the nf‘:gotiations. One tactful way to do this is to suggest that you will
be brmging a colleague (either with more formal authority or be-
cause your joint recommendation will carry more weight), and re-
quest that the other side do the same. ’

A_s for your side, always know exactly how much authority you
have in a negotiation. For example:

* Are you authorized only to commit to a predetermined range
of deals for which committee approval has been obtained?

What if you can negotiate something better? What would the
committee consider to be better?

* Are you authorized to commit to a deal that meets certain fi-
nancial objectives, with freedom to structure the deal in the
best way you can? Would your company prefer that you brin
such a deal back for formal review and approval? :

?*
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» Is your authority limited on dollar issues but not on other cre-
ative options without significant financial implications?

¢ Are you authorized to provide information about your com-
pany’s needs, interests, and preferences if the other side engages
in a good-faith, reciprocal exchange?

You may be frustrated if you don’t get the authority you seek, but at
least you won’t unwittingly overstep your bounds. Here again, less
authority is sometimes better. The need to check back for certain de—
cisions may be strategically helpful, and may enable you to be more

creative in inventing options.

Step 6: Learn All You Can About the
Other Side’s People and Culture, Their Goals,
and How They’ve Framed the Issue

Negotiating is, at bottom, an interpersonal activity. Seasoned nego-

tiators understand this and make a point of learning as much as they

can about the people with whom they must deal. Who are those in-

dividuals on the other side of the table? Are they experienced nego-

tiators or novices? Are they aggressive or are they conflict-avoiding

accommodators? Is the culture of their organization bureaucratic or

entrepreneurial? Are the people at the table authorized to make a

deal, or must they run back to their bosses for instructions and ap-

proval? Perhaps more important, what are they attempting to achieve

and how critical is this negotiation to their business? Seeking answers

to these questions is part of pre-negotiation preparation and should
continue at the table itself. You should, for example, ask the other
side to provide the names and titles of its negotiating team. Once you
have those names, ask around your company or around the industry,
“What can anyone tell me about these individuals? Has anyone dealt
with them before?” Their titles may help answer the question of
whether they are authorized to make a deal.
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Step 7 : Prepare for Flexibility in the Process—
Don’t Lock Yourself into a Rigid Sequence

Patience, because many negotiations have on
t' -,
1es. Managers who have earned their spurs in ope

Start_ with the assumption that the process will not unfold in a
predictable, linear fashiop.

* Be prepared for changes on both sid

3 €s:new people and unan-
ticipated developments, ’ .

L ]
Treat every change a5 an Opportunity for learning.

Fllembﬂjty is important, but be flexible within the context of
your larger goal. If, for eXample, your goal in a negotiation is to ac-

quire a particular business, keep that goal uppermost in your mind
Alter the pace as needed. Be patient .

Step 8: 'Gather External Standards
and Criteria Relevant to Fairness
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sense of fairness and reasonableness matters. Neither party should
feel that it has been forced to make a bad deal.

External or “objective” criteria can often be used to establish
what is fair and reasonable. For example, you might be able to say
something like this:

T've spent some time researching the commission structures used by com-
mercial real estate agencies in the metropolitan area. As you can see, Sor
properties listed between $1 million and §3 million, the commission
rates range between 3 percent and 5 percent, with an average of 4.4
percent. Thus, we believe that our offer to pay you a 4.5 percent com-
mission is both fair and reasonable.

Because there are often many relevant criteria for fairness and
reasonableness,an important part of preparation is (1) researching which
criteria might be applied, (2) being prepared to show why those more
favorable to you are more relevant, and (3) being prepared to show
why those less favorable to you are less relevant. If you can convince
the other side that a certain criterion or formula is fair and reasonable,
they will find it harder to reject a proposal incorporating that stan-
dard, and they are more likely to feel satisfied with the deal.

Step 9: Alter the Process in Your Favor

Have you ever felt that your ideas were being ignored during meet-
ings or formal negotiations? Does it ever appear that these meetings
are rigged to produce a particular result—in spite of input by you or
others? If you have, consider these possible explanations:

* Whoever set the agenda did so with a particular outcome in
mind—one that benefits that person or entity.

* People are deferring to someone with greater organizational

clout—ryour arguments notwithstanding.

* Yours is a “lone voice in the wilderness” and out of step with

others.
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Any of these explanations can shut you out and steer results in 2
direction favored—if not rigged—by someone else. The antidote is
to work away from the table to change the process. “Process moves,”
as described by Deborah Kolb and Judith Williams, “do not address
the substantive issues in a hegotiation.” Instead, they directly affect
the hearing those issues receive. “The agenda, the pre-negotiation
groundwork, and the sequence in which ideas and people are heard—
all these structural elements influence others’ feceptivity to opinions
and demands.’”

It you've ever followed International conflict negotiations on the
evening news, you've probably noticed that experienced diplomats
don’t jump right into the issues. Instead, they spend months trying to
agree where the meeting will take place, who will participate, and
even the shape of the negotiating table. These are a] process moves,
and effective preparation includes attention to these away-from-the-

table issues. Kolb and Williams make these specific recommendations
about process moves:

* Work behind the scenes to educate others on your ideas. A for-
mal meeting is not always a good venue for making a detailed
case, or for holding dialogue about a complex issue—especially
when opponents contro] the agenda. So educate other partici-
pants one on one outside formal meetings. Concentrate on
people who are respected centers of influence. Convince these
people that your ideas have merit, and they will back you when
Opponents try to ignore your position during meetings. Better
still, form a coalition of Support outside the negotiations,

Reframe the process. If you're been marginalized in 4 series of
meetings or negotiations, the process may be the reason. Con-
sider this example: A loud and brash department head has
framed an upcoming meeting in terms of her need for more
Tesources—resources that will have to come from your depart-
ment. She’s prepared to wrestle for as much as she can get, con-
fident that others at the meeting will be neutral because they
will not be affected. You could counter by reframing the discus-
sion from “her needs” to “the company’s needs.” This would
make you appear levelheaded and statesmanlike, and would help
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others recognize that the department head’s resource grab also
affects them.
We’ll have more on framing in the next chapter. ’

As you prepare for a negotiation, recognize that you’ll never
learn as much as you'd like. Learning about the issues and about the
e : i —
ther side is always limited by time, the cost of gathering informa

O ] . . - -
tion, and the fact that some information will be deliberately hidden.
So be prepared to learn as negotiations unfold.

Summing Up

If your aim is to be an effective negotiator, take the time and mak;
the effort needed to become fully prepared. This chapter has offere

nine preparatory steps:

1. Know what a good outcome would be from your point of
view and that of the other side.

2. Look for opportunities to create value in the deal.

3. Know your BATNA and reservation price. Make an effort to
estimate those benchmarks for the other side.

4. If your BATNA isn’t strong, find ways to improve it.

5. Find out if the person or team you're dealing with has the
authority to make a deal.

6. Know those with whom you’re dealing. Learn as r.mllch as you
can about the people and the culture on the other side and

how they’ve framed the issue.

7. If a future relationship with the other side matters, gather tl;e
external standards and criteria that will show your offer to be

fair and reasonable.

8. Don'’t expect things to follow a linear path to a conclusion. Be
prepared for bumps in the road and periodic delays.

9. Alter the agenda and process moves in your favor.
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active listening, exploiting complementary

interests, and packaging options for more
Javorable deals

General tactics: framing and continual
evaluation




be prepared to make concessions? Is it best to fight hard for the most
they cary get or seek a fair outcome? Should they make the first offer
or szlt to counter it? This chapter addresses these and other tactical
questions for both integrative and distributive negotiations.! It be-

gtns with tactics you can use to get the ball rolling—that is, to

. et the
other side to negotiate. :

Getting the Other Side to the Table

B . . .
-efore we get nto actual negotiating factics, let’s consider some tac-
tics for getting the other side to negotiate. In many cases

may_ want to negotiate cannot move forward because on
parties simply aren’t

issues you
: € or more
interested—they are satisfied with the status
quo. They see no point in negotiating with you. And if they have
greater organizational power than you, they may brush
these types of comments: “ don't think
sider this—things are fine;
I'won’t be able to conside

you off with
there is any reason to con-
“or “We’re so tied up with the budget that
b r that until next spring at the earliest”

_ Wmtmg in the Harvard Business Review, Deborah Kolb and Judith
Williams note: “Such resistance 1s a natural part of the informal ne.

otiati i
gotation process. A concern will generally be accorded a fair hearing

only when someone believes i
_ two things: the other party h
thing desirable, and one’s own Tl moiy

objectives will not be met without

3

OST NEWCOMERS enter into negotiations with
19 I substantial concerns. Should they be tough or col-
—%. W .. laborative? Should they hold firm to their price or
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giving something in return. Willingness to negotiate is, therefore, a
confession of mutual need.”’?

More precisely, resisters must conclude that they will be better
off if they negotiate and worse off if they do not. Kolb and Williams
suggest three things you can do to help reluctant bargainers reach

this conclusion:

1. Offer incentives. What are the reluctant person’s needs: money,
time, your support? Determine those needs and then pose them
as potential benefits of negotiations. For example, if your boss,
the sales manager, is reluctant to give you time to work on a re-
design of the company’s inventory system, explain how an im-
proved system will help solve one of his problems—Ilost sales
from out-of-stock conditions.

2. Put a price on the status quo. Spell out the cost of not negoti-
ating. Kolb and Williams use the example of 2 woman whose
boss promoted her and had her take on additional work, but
was forever delaying any discussion of a pay raise. Frustrated by
his inaction, she found a way to get his attention—she secured
a job offer from another company. The boss was suddenly very
interested in dealing with her long overdue pay raise. He had to
negotiate or face the costly and time-consuming process of re-
placing an effective subordinate. In other words, he realized the

price of the status quo.

3. Enlist support. Allies can sometimes accomplish what other
measures cannot. For example, if the sales manager described
earlier still will not give you time off to improve the inventory
system, look for allies who have organizational power and a rea-
son to favor your goal. The chief financial officer, for instance,
will likely favor any plan to improve inventory management.
The CFO knows that better inventory management means
lower working capital requirements, which makes her look
good. Once the sales manager realizes that the issue has risen to
the senior management level, he’s likely to bargain.

Use one or more of these tactics, and the other party will see the

virtue of negotiating with you.
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Making a Good Start

Once you've gotten the other side to the bargaining table, it’s jm_

portant lto get things off to a smooth start. That begins with relieving
the tension that is often present. In

. your opening remarks, try to re—
lieve that tension: -

i cq .
Express respect for the other side’s experience and expertise

* Frame the task positively, as a joint endeavor.

v : e
mphasize your Openness to the other side’s interestg and concerns

Tips for

Establishing the Right Tone
The negotiating environment can affect the level of tension and
opennesr% that prevails. If you're interested in lowering tension
and seeking collaborative discussion, follow these tips:

* Never underestimate the value of “breaking bread” In practi-
cally every culture, breaking bread is a bonding ritual. So
have coffee, soft drinks, and light snacks available,

* Use small talk at the beginning to dispel tension, lower
peoPle $ natural defenses, and begin the process of building
relationships. Even in a win-lose negotiation, small talk helps

her better and gau

; ge each

other’s .truthfujness. It may also loosen People up to the point

of seeking value-creating opportunities.

I.Jearn from what the small tak reveals about the other nego-
tiator’s style and manner.

. ] »speak in a more casyal way,
berhaps using metaphors with which they are comfortable
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After these opening remarks, start with the agenda, making sure
both parties have a common understanding of the issues to be coy-
ered. Then, explicitly discuss the process, especially since people
often hold different assumptions about how the negotiation should
work. Some assume that there will be haggling. Some expect pro-
posals to be made at the outset, while others expect an open discus-
sion of the issues to come first. Listen carefully to the discussion of
process—it will tell you a great deal about the other side’s negotiat-
ing style. Offer to explain some of your interests and concerns first.
This is a good-faith demonstration that you are prepared to disclose
information, provided that the exchange is reciprocal. If the other
side does not reciprocate with information, be very cautious about

providing more information.

Tactics for Win-Lose Negotiations

In some negotiations, every gain by one side represents a loss to the
other. Chapter 1 defined these as distributive negotiations. Not all
negotiations pit one party directly against the other, but many do.
The tactics described in this section will help you be more success-

ful in these situations.

Anchoring

Anchoring is an attempt to establish a reference point around which
negotiations will make adjustments. In some cases, you can gain an
advantage by putting the first offer on the table. That first offer can
become a strong psychological anchor: It becomes the reference
point of subsequent pulling and pushing by the participants. As de-
scribed by Max Bazerman and Margaret Neale, initial positions “af-
fect each side’s perception of what outcomes are possible.”* Consider

this example:

Jake was selling his house on Deer Tail Lake. The house had a unique
design, substantial lakefront footage, and many amenities. “If I can get
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$350,000, I'll be satisfied. If that’s not possible, I'll hold onto it for
another year.” His agent suggested that he put the house on the market
at $395,000, so he did.

In the weeks that followed, Jake’s listed price became the anchor
point for subsequent negotiations with four potential buyers, all people
JSrom outside the area. Three of the four made offers at slightly lower
levels—$370,000, $375,000, and $390, 000—hoping to make a
deal with Jake somewhere in the middle. The fourth, sensing keen com-

petition for the lake house that she wanted badly, offered to pay the full
listing price.

This example underscores the effect of anchoring. In the right cir-
cumstances, the first party to put a price (or deal package) on the
table secures an important psychological advantage. In fact, studies
show that negotiation outcomes often correlate to the first offer.

When should you anchor? It may be tactically smart to anchor

when you have a reasonably good sense of the other side’s reserva-
tion price. If you are very uncertain about the other side’s reservation
price, you might encourage him or her to make the first move.

Where should you place your anchor? In a negotiation in which
claiming maximum value is the primary goal, your first offer or pro-
posal should be at or just a bit beyond what you believe is the other
side’s reservation price, which may be determined through pre-
negotiation investigation or through direct probing of the other side.
Thus, if you had a sense of Jake’s reservation price ($350,000), you
might make a first offer at $325,000 and allow him to score some
points in negotiating the deal up to $350,000 (assuming you think
that amount represents a good and acceptable price).

Wherever you place the anchor, be prepared to articulate why
your offer or proposal is reasonable or justifiable. “T believe that our
listing price of $395,000 is fully justified by the unique qualities of
this property, its location, and the high quality of craftsmanship re-
flected in the building. You’ll find that similar properties in this area
have been selling at or close to this price.”

Anchoring with a price (or a proposal) creates two risks. First, if
you are too aggressive, the other side may conclude it will be impos-
sible to make a deal with you.They may also feel personally insulted
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by your offer. Second, if you've made an erroneous estimate of the
other side’s reservation price, your offer will be outside the zone of
possible agreement. If you fall afoul of either of these risks, have a dif-
ferent line of reasoning ready to support your shift to a less aggres-
sive offer.“Because of the owner’s desire to conclude the sale sooner
than later, he has authorized me to reduce the price to ....”

The best safeguard against making an inept anchoring attempt
is preparation prior to negotiations, as described in the previous
chapter. If you do your homework, you're much less likely to place
an anchor at a point from which you’ll be forced to beat an igno-
minious retreat.

Putting a price or proposal on the table is not the only way to
gain advantage through anchoring. If you can define the issues, es-
tablish the agenda, or somehow impose your conceptual framework
on the debate, you will have accomplished something very similar,
and very beneficial to you. Negotiations will then proceed along a
path that you have determined.

Counteranchoring

If the other side makes the first offer, you should recognize and resist
that offer’s potential power as a psychological anchor. Remember
that anchors are most powerful when uncertainty is highest—for ex-
ample, when no one has a clear idea what the price of a company or
a piece of equipment should be.When no one has a clue as to the ap-
propriate price, there is no basis for disputing the merits of the first
offer.

You can reduce the other side’s anchoring power by reducing
the uncertainty that surrounds the issue. That means gathering and
bringing objective information to the bargaining table.

Don’t let the other side set the bargaining range with an anchor
unless you think it’s a sensible starting point. If you think the an-
chor suggests an unfavorable or unacceptable starting point, steer the
conversation away from numbers and proposals. Focus instead on
interests, concerns, and generalities. Then, after some time has passed
and more information has surfaced, put your number or your pro-

posal on the table, and support it with sound reasoning.
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To see how this might be done, let’s replay the example of Jake
and his lake house. But this time, let’s assume that only one potential
buyer, Carla, steps forward.

The real estate agent had just listed Jake’s lakefront summer house for
$395,000, confident that that number would be a firm anchor point
Jor all incoming bids. But he hadn’t counted on dealing with Carla.
Carla had had her eye on the lakefront property market in the Deer
Tail Lake area for the past two years, so she was familiar with all the
current property listings and the dozens that had sold over that time
period.

During her first meeting with Jake’s agent, Carla explained how
she had been tracking property prices on Deer Tail Lake and neighbor-
ing lakes for the past two years. Without making any reference to Jake’s
$395,000 asking price, she cited three sales of comparable properties
that had occurred on Deer Tail Lake during the past year, indicating
how those properties were more or less similar to_Jake’s.

“These three are very comparable to your listing in terms of shore-
line frontage, lot sizes, and house characteristics,” she told the agent as
she showed him the listing sheets. “They sold for $325,000,
$330,000 and $345,000, respecfively, within the past ten months.
Factoring in inflation, that makes your client’s property worth about
$350,000 at the most, which is what I'm prepared to offer you today.”

Here, Carla placed her own anchor on the board. Instead of focusing
on what Jake wanted from the deal, she ignored his initial price, sub-
stituting in its place a new price supported by market data. That rel-
evant data gave her anchor greater authority than Jake’s, and made it
easier to push his aside. In the absence of other buyers—particularly
buyers who hadn’t done their homework—Jake and his agent had to
deal with Carla in terms of her stated offer. She effectively substi-
tuted her anchor for Jake’.

The lesson of this tale is to avoid direct comparison between the
other side’s initial offer and your own. If the initial offer is not serious
or realistic, you can safely ignore it; there’s a good chance that the other
side will do the same. If the initial offer was serious, and the other side
refers to it again, you should respectfully ask them to explain why the
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offer is reasonable.“Why are you asking for $395,000 in this market?
Could you explain how you are justifying that price?”

Be Prepared for Concessionary Moves

Once an anchor point is on the table, the parties generally engage in
4 set of moves and countermoves that they hope will end in an
agrecable price or set of arrangements. For example, if Carla in the
previous example offered $350,000 for Jake’s lakefront property, Jake
more than likely would respond with a counteroffer through his
agent, say, $385,000:

“We appreciate the research yow've done on recent lake property sales,
Carla, but we don’t feel that the properties you've used as benchmarks
are really compaable to Jake’s place. After all, he has that big pier and
boathouse—and the house itself has been recently renovated. Taking
those factors into account, we think that Jake’s property is worth sub-
stantially more than your offer, and we believe that other buyers will
share our view. However, in the interest of getting things wrapped up,
Jake is willing to lower his price by $10,000 to §3 85,000.”

Negotiation experts generally interpret a large concessionary
move as an indicator of significant additional flexibility. Give a large
concession, and the other side will think that you're capable of mak-
ing additional large concessions. Thus, Carla may think “If Jake is
willing to come down $10,000 in this first counteroffer, he’s proba-
bly prepared to come down at least another $10,000.” A small move,
on the other hand, is generally perceived as an indication that the
bidding is approaching that party’s reservation price, and that further
pushing will result in smaller and smaller concessions.

These assumptions are not always true, especially when the other
side is in no hurry, and when it has confidence that other parties may
come forward with attractive prices or conditions—that is, when it
has a strong BATNA. This may be the case in our example.A $10,000
concession on Jake’s property isn’t a huge concession, even though
Carla’s bid has satisfied his $350,000 reservation price. We can almost
hear Jake’s voice as he speaks with his agent over the phone:




o4 Negotiation

“U'm happy that we have an offer of $350,000 already. I could live
with that. But we may get a better offer in the next week o s0, either
Jrom Cartla or from another buyer. Actually, I'd expect Carla to up her
bid to $360K. If she does that, should we push for a bit more? Should
we say, ‘Give us $365K and we’]l have a deal?’ Or should e sit on
her offer and hope to get a better one?”

Jake’s uncertainty about how far to push Carla in this example is a
function of his uncertainty about her BATNA and reservation price.
If he could estimate these with confidence, he could drive a harder
bargain. In this case, Carla’s BATNA may be the price of similar
properties on Deer Tail Lake of other nearby lakes, He could ask his
agent to come up with a list of other similar properties on those
lakes. Those might represent the set of Carla’s alternatives,

The best advice about concessions is to avoid the impulse to
make them. Few of us like negotiating, so we want to get it over as
quickly as possible. And as socia] creatures we want other people to
like us, and to view us as reasonable. These factors often make inex-
perienced negotiators too ready to make concessions. If you find
yourself'in this Category, here are a few tips:

* Look to your BATNA before you consider making a conces-
sion. If your BATNA is very strong (especially relative to the
other sides), a concession may be unnecessary in making a deal.

* If you're impatient to get it over with because negotiating is
stressful, take a break before you consider a concession. If the
other side is expecting a $10,000 concession on the price of the
home you're selling, think about how difficult it was for you to
earn that $10,000. Think about the good things you could do
with the $10,000 the other side would like you to give away.
Ask yourself, “Is getting rid of a little stress worth $10,0002”

* If your need to be liked or S€en as a reasonable person is urging
you to make a concession, forget about it. The other side is
more likely to view you as a chump or an easy mark if you

concede too readily. Remember, too, that deal making isn’t
about making friends,

T

B
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The Ticking Clock

In a buyer-seller negotiation, such as the Jake and Carla e)'cample,
time can be an important tool. From the buyer’.s persp.ectlve-, the
seller should never be allowed to feel that he can indefinitely sit on
the buyer’s most recent bid while he awaits a better offer. The Sfe]]er
will simply use the offer to improve his BATNA. The remedy 5 to
attach an expiration date to the offer to buy. Negotiators sometimes
refer to this tactic as an exploding offer. If Carla decided tol coun_ter
Jake’s latest offer ($385,000) with a bid of $360,000, shfe might stip-
ulate that “this offer is good until 9 .M. on this coming Saturday,
September 23.” That expiration date would put a fire unf:ler-Jake and
force him to make a decision. In the absence of an exp_lratlon date,
Jake would simply tell himself, “Now that I have an option to sell at
$360,000, I can wait for a better offer”’

Package Options for a Favorable Deal

Offering alternative proposals (two or more) is often an effective
deal-making tactic. Consider this example:

Joe is negotiating with Robert and Sharon for the purchase of their
small sailboat and trailer. The trailer is of minimal importance to Joe
because he expects to secure a permanent mooring. But it wouldn’t be
a bad thing to own, as he may have to tow the boat some day. So he
makes alternative proposals: “I'm willing to pay $18,000 for the boat
and trailer as a package, or $16,000 for the boat alone. You could sell
the trailer separately. What’s your preference?”

Package options have dual benefits. First, people don’t ﬁke to feel
pushed into a corner. A single proposal may feel like anlultlmatum—
take it or leave it. But when presented with alternative proposal§,
people may compare the proposals to each other. instead of: tolthelr
original goals. In addition, when the other negot-lators v_von t discuss
their interests, you can often infer them by noticing which proposal

they prefer. N
Before presenting alternative proposals, however, do the following:
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* Assess the value of each option to each side.

* Consider whether the diminution of one option would be off-
set by an enhancement of another.

* If you prefer one of the alternatives, adjust at least one of the

proposals so that you feel equally positive about at least two
of them.

Closing the Deal

Assuming that things go well, you'll eventually reach a point where
youre fairly satisfied with the negotiation and you want to wrap
things up. The other side may or may not be at the same point. Here
are four recommended steps for closing the deal:

1. Signal the end of the road before you get there, If you have
been negotiating back and forth, showing flexibility on various
issues, and then suddenly announce you’re at your bottom line,
you are likely to be challenged or not taken seriously. So as you
approach the parameters of what you would like in a final deal,
say so. Repeat the warning, not as a threat but as a courtesy,
particularly if the other negotiator seems to expect a lot more
movement in his or her direction.

2. Allow flexibility if you anticipate going beyond the final
round. Ifyou are aware that the other negotiator lacks final au-
thority, leave yourself some flexibility, or wiggle room, in the
final terms. More specifically, don’t give the other side your best
and last offer—save that in case you have to bend during the
final round. However:

* Don't create so much flexibility that the deal will be rejected
by the other side’s decision maker.

* Consider whatever final trade you would be willing to make if
you end up requesting significant adjustment in the final terms,

3. Discourage the other side from seeking further concessions. If

you appear to have reached a final deal that i acceptable to the
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other side (and perhaps also favorable to you), discourage fur-

ther tweaking in their favor.

 Express your willingness to accept the total package, without
changes.

¢ Explain that adjustment in their favor on one term would
have to be balanced by adjustment in your favor on another.
For example, “If we open that issue, then I'm afraid we’ll have
to reopen the whole deal for it to work for me.”

4. Write down the terms. If your negotiation time has been well
spent, don'’t risk ruining it by failing to record and silgn.your
agreement. People’s memories of their agreement will in- |
evitably diverge; recording the terms of the agreement avoids
future disputes and confusion. It also provides closure. |

Even if counsel will draft the official documents, write an
informal agreement in principle. Decide whether it is binding
or not, and say so in the document. Even if your informal
agreement is nonbinding, it will serve as a common reference

by both parties as future, good-faith questions arise.

Tactics for Integrative Negotiations

Integrative negotiations, as described in chapter 1, are t.ho_se n whi.ch
the parties enlarge the pie through trades. These negotiations require
a different set of tactics, beginning with a slower, more exploratory
opening. They rely on greater collaboration and information ex-
change. Unlike the win-lose tactics described eatlier, where. the focus
is on claiming value, integrative deals aim to create and claim value.

Getting Started

As you begin your negotiations, don't start with the nurr_lbers. In-
stead, talk and listen. Observe the suggestions offered earlier in the
section “Making a Good Start” and the “Tips” box regardjn'g.setting
the right tone. They apply equally here. Frame the task positively, as
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a joint endeavor from which both sides should expect to benefit, want (and why) as it is to listen carefully to the othe-r side. Iltl—
Emphasize your openness to the other side’s interests and concerns, deed, striking a balance between empathy and assertwenejss is

As you learn about the other side’ concerns and interests, don’t essential to effective negotiating. If you are too empathe‘tlc and
make a proposal too quickly; a premature offer won’t benefit from insufficiently assertive, you may shortchange your own _mter—
information gleaned during the negotiation process itself. If you are ests. If you are too assertive and insufficiently empatl}enc, you |
the buyer, such information could alert you to the seller’s desperate risk missing a deal and escalating emotions. But don’t barrage |
financial situation, thereby leading you to make a lower initial offer the other side with all of your interests and concerns at once. |

than you otherwise might have. On the other hand, the information

could reveal that the seller is not desperate at all, thereby preventing

you from making a low initial offer that might insult the seller,
Instead of hastily throwing out an offer, try these techniques:

» Work to create a two-way exchange of information. Stay flexi-
ble about who asks questions and who states concerns first. If

* Ask open-ended questions about the other side’s needs, inter-

ests, concerns, and goals. TIPS f or ACﬁ.Vf LI.StfHI”g
v i h shut
* Probe the other side’s willingness to frade off one thing for an- There’s a big difference be?"ween keeping your 1’1’-10\,:: nse;l_
other. For example, “Do you care more about X orY?” while the other party is talking and what communicatio

perts refer to as “active” listening. Active listening helps you cap-
ture what the other side has to say while signaling that you are
alert and eager to hear what the other side has on its mind. He?e
are some tips for being an active listener. They will help you in I

3 s H) . . . - 3 & |
* Listen closely to the other side’s responses without Jjumping in any type of negotiation.

. _ |
to cross-examine, correct, or object. |
, , : » Keep your eyes on the speaker.

* Inquire about the other side’s underlying interests by asking

why certain conditions—for example, a particular delivery
date—are important.

¢ Be an a..CtIVE listener. The more they talk, the more information T
you're likely to get.

* Don't allow yourself to think about anything but what the
* Express empathy for the other side’s perspective, needs, and in-

terests. Empathy is especially important in highly charged situa- A el
_ L i . > until affer the
tions. It takes active listening one step further, confirming that * Resist the urge to formulate your response until gff

you can connect with the speaker and the underlying tensions speaker has finished.
or emotional issues.

speaker is saying.

* Pay attention to the speaker’s body language.
* Adjust your assumptions based on what you've learned. The as—

sumptions that you've made about the other side’s interests and

circumstances when preparing for the negotiation may be i it
; . 3 ¥ 5% . i ard to ensure

wrong, in which case you’ll need to revisit your strategy. * Repeat in your own words what you’ve he ,

you understand and to let the speaker know that you've

processed his or her words.

i i 1 e the
 Ask questions to get more information and to encourag

speaker to continue.

* Be forthcoming about your own business needs, interests, and
concerns. It is just as important to assert what you need and
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the other side seems uncomfortable

with your initial questi
offer to talk about one or two of ! o

. your most important points—
and explain why they are important.

* Continue your relationship-buildin

- g efforts even after the n
tiating h ) el
g has begun. Show empathy, respect, and courtesy through-

out the i g
proceedings. Always remember that the other side consists

of human beings with feelings, limits, and vulnerabilities.

* Refrain from personal attacks. Don't accuse

or blame. Maintaj
a sense of humor. '

* When an issue seems to make anoth

€r negotiator tense, ackno
| ; wl-
edge the thorniness of the issue.

* Don't feel pressured to close a deal too

. quickly. Instead, gener-
ate options that offer mutual gain. :

Look for Options That Exploit Differences

During the negotiation
sitions and come to up

tradin I
g on differences, you create value that neither party could have

create i 1
d on its own. In particular, look for differences in these places:

° Ac.cess to resources. For example, Martha, who owns both 3 re
tail st-ore and a restaurant, is negotiating with an interior desi )
for his servic?es 1n renovating the restaurant. She agrees to pa g?er
somewhat higher price than planned for the restaurant desi . i
exchange for the designer ordering fixtures and furnishin glfl N
th_e retail store at his trade discount. The owner would notgs I?r
wise have ready access to these discounts—yet providing thc:mer_
costs the designer nothing Value has been created for both sides
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Future expectations. For example, the current owner of a business
is selling. He demands a high price because he predicts that the
market for his product will increase over time. The potential buyer
is unwilling to pay that high price; she does not share the owner’s
rosy outlook. Within this difference of opinion, they see an oppor-
tunity. They agree to a base sale price, plus 20 percent of the com-
pany’s increased revenues over the next five years—if any—with
the current owner providing advice and assisting with marketing
and distribution plans over that period. Under this arrangement,
the buyer will get a lower price and the seller will be able to cap-
ture the upside growth in the business he anticipates.

Time preference. The timing of a deal can be a barrier to a
mutually satisfactory conclusion. For example, Jonathan is
happy with the CEO’s plan to promote him to vice president
of marketing, but unhappy that he must play a waiting role
until the incumbent retires six months hence. The CEQ, how-
ever, has arranged for the current marketing VP to use that time
to finalize the company’s strategic distribution agreement with
its dealers. “He engineered this strategy and has close personal
ties to key players on the other side. I want him to conclude the
deal”"Within these differences, however, the CEO finds a solu-
tion: He will put Jonathan in charge of a team that is working
on the plan to implement the new distribution contract. That
satisfies Jonathan and benefits the company.

Risk aversion. What is highly risky for one party is often less
risky for another. Parties often have different risk tolerances. In
these cases, value can be created by shifting risk to the party
better able to bear it—in exchange, of course, for higher poten-
tial returns for the party assuming the risk. For example, Jeff
and Jessica are negotiating with Jones Properties, a developer,
for the purchase of a newly built condominium. For Jeff and
Jessica, newcomers to the housing market, the condo would be
by far their largest investment. “What if I got transferred and
had to sell sometime soon?” Jeff ponders. “If the condo market
were depressed at the time of sale, we’d take a heavy loss.” Jones
Properties, on the other hand, owns hundreds of properties in
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dozens of buildings scattered around the country. Its rigk of
ownership is highly diversified. And 80 it poses a solution: As
part of the sales agreement, it will agree to buy back Jeff and
Jessica’s condo at any time within two years of purchase at 95
percent of the purchase price less transaction costs,

Take Your Time

Don't be tempted to close the deal too quickly—when the first ac-
ceptable proposal is on the tabje but little information has been ex-
changed. Spend a bit more time finding a deal that is better for both
sides. Signal that the proposal on the table is worth considering, but
also state that it may be improved by learning more about your re-
spective interests and concerns. Then, begin the search for mutually
beneficial options,

Here are a few more suggestions for generating integrative solutions:

* Move from a particular jssue to a more general description of

the problem, then to theoretical solutions, and finally back to
the specific issue.

* Pay special attention to shared interests and opportunities for
cooperation.

* Consider joint brainstorming with the other side—it can be 2
very fruitful way of generating creative alternatives, Set ground
rules that encourage the participants to express any and a]l
ideas, no matter how wild o impractical. Be careful not to crit-
icize or express disapproval of any suggestion. At this stage, such
Jjudgments inhibit creativity, making people reluctant to make

further suggestions—and more likely to criticize any ideas you
volunteer as well.

General Tactics: Framing and Continual Evaluation

Whether you're engaged in a distributive or integrative negotiation,
your results will be better if you adopt any one of the three following
tactics: framing, process moves, and continual evaluation. These tactics
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ma be 1158(1 at or away from the table. Process moves were dlS(leSSCd
(yj i ics.

i hapter 3, so this section focuses on the other two tacti

n

Framing

Fill a glass of water halfway to the top. Now, if you described thlsh glass

i half full? chever
d you say it was half empty or
to someone else, would yt — - half IWf thh]e .
i framing the situation.
ay you describe the glass, you are . . : ;

werzgn accepts that frame without question, subsequent dlscussml(l: will

: oceed within that frame. This could be advantageous to you. Con-

pr

sider these examples.

e The glass is half empty. A labor negotiator tries to frame upcom-
ing wage and benefit talks with a company.

“During the past three years, hard work by our membfzrs has Zei{‘a;jn-
this company to triple its revenues cmc? almost double its f;fzﬁ ;xem_
agement salaries have grown substantially as a re'sult, an e);l -
tives have rewarded themselves with record-breaking bonuses. ? ; e
is management willing to share with rank-and-file em;p;;z!e:s. ‘ C:; '
25 percent increase in wages over the next three yeas! ;, W il
tend, is a slap in the face to the people who have created this company
good fortunes.”

In other wotds, a fair sharing of the wealth created by the

employees should frame negotiations.
o The glass is half full. Management makes its pitch to labor.

“We are pleased to offer our rank-and-file efrfployees 'a sala?; ;;ca:::s;er
of 25 percent over the next three years. That increase is olne- l eef -
than what our main market competitors have offered then;) eorgp nge t 1
will put the average annual wage of our people somelﬂ‘j’, ‘e:tﬁmds
industry average, and will allow the company t(.) tetain s'uﬁa s
to veinvest in the technology it needs to ensure job security an

wage increases.”

In other words, wage negotiations should be made with ;a
i I nys
frame that emphasizes financial constraints and the company

' i i INCOmes.
desire to ensure job security and higher future inc
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Like an anchor, a frame can determine how negotiations wil]
ensue. It orients the parties and encourages them to examine the js
sues within a defined perspective. The labor union frame Jjust offered
would put Mmanagement on the defensive and encourage negotia-
tions around a framework that stressed “fajr distribution” of the
profit pie. The nanagement frame is based on jts generosity relative
to peer group companies and the benefits workers may receive in the
future thanks to profit reinvestment. (Note how the company has
used external criteria—ag described in the previous chapter—to es-
tablish the fairness and reasonableness of jts offer.) Whichever side

can get the other to buy into its frame wil] have a negotiating ad-

» OF presented, can strongly affect
4 party’s willingness to reach an agreement.*

Effective framing taps into preexisting mental models of how we

should behave under various conditions. Thus, how one side frames
a solution can determine how others decide to behave. Marjorie
Corman Aaron, a consultant and trainer with many years of experi-
ence in mediation, negotiation, and dispute resolution, gives the ex-
ample of a bank officer faced with demands
activists to provide more generous lending arra
the bank’ board On a course of action, the o
one of several frames:

by local community
ngements. In advising
fficer could adopt any

He could frame the demands to the board of directors as 4 “Shake-
down,” thereby invoking a mental model that resists “knuckling undey
fo pressure.” But if he framed it as 4 business problem—the need o
earnt the goodwill of the commutity—the board might be persuaded to
Jund some programs, If he framed the bank’s circumstances as “wrestling
with a 500-pound gorilla,” the board would probably do whatever i
would take to get the gorilla off its back, and quickly.®
So, if you frame your position in terms of a mental model the other
side can embrace, you’'ll have less trouble moving toward agreement.
More generally, you can use these frames:

* Frame your proposal in terms t

hat represent 2 gain instead of a
loss. Instead of saying “My cur

tent offer is only 10 percent Jess
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than what you are asking,” say “I've already increased my offer

by 10 percent.”

i ’ rsion to risk. Risk aversion has two
« Tap into people’s natural aversion

CONSEqUENCES!

1. People who are very risk averse will o-ften accept larger po-
tential losses in the future rather than 1n(fur smaller los§es |
today. This explains why many people will seek remf:dlES 1;1
court and possibly suffer paying a larger settlement in the fu-
ture rather than pay a smaller settlement today.

2. Most people prefer a bird in the hand rath.er than two in the
bush. In other words, they prefer the certainty of a smaller
offer to the uncertainty of a larger future gain. “I knowo that
you want $400,000 for that property, and you may get it
someday. However, I'm willing to pay $340,000 for it today.
Can we make a deal?”

Continual Evaluation and Preparation

Normally we think of negotiating as a line:fu' process of prepara:;zz:
negotiation, and eventual agreement or failure. The ﬁrlst sItep.m -
place away from the table; the rest take place at the table. In .51t- p ;
mteractions, this model often holds true. But many other rl1egolt13 10:
are complex and can take place in succeeding rounds and esilive -sets
eral different parties. New information can appear Ellt \;farlouisT pomn,
casting new light on the issues at stake. le%ferent parties can odcr co -
cessions or heighten their demands. This n.10re complex hyna:?n
suggests a nonlinear approach to the preparation p_roc_:ess, as 1:1 C(;W ”y
figure 4-1. Here preparation is followed b-y negotmt.lon, Tv; tp -
duces outcomes and information that require evaluatpn. e ou E
of evaluation then feed into a new round of p.reparanon ar_1d su hse(;
quent negotiation. Round and round it goes until agreement is reache

or the parties call it quits. | N
Michael Watkins, author and expert on the subject of negot%ah
; e . . . lt
tions, suggests that the ambiguities and uncertainties associated w
; i i ion to
complex deals should caution negotiators to give less attention
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FIGURE 4-1

Nonlinear Negotiating Process
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Preparati
/L = atwL
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Outcomes and || nformation

.
plann . - =

mation avai i
b available to negotiators before 8oing to the table is bound to
e limited and may even be Inaccurate,

So in i
] ‘ stead ?f setting your course based on bre-negotiation in
Ormation, consider doing the following: _

s Ty I I
ke small steps, gathering better information as you proceed

* Continually learn from new

information and the i
the other side. ehaviorof

* Use that learning to adjust and rea

djust you
T course as
move forward. ™

Evaluation i i
ation 1s another important element of the process, and

Periodically, you should put a little dis-
ns and ask: How are things

should be part of your tactics.

tance between yourself and the negotiatio
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going? Are negotiations proceeding along a track that will eventually
serve my goals? Are they playing my game, or am [ playing theirs?
Whose frame dominates the talks? If I were representing the other
side, how would I answer these same questions?

Answering these questions objectively isn’t natural or easy. A
person must take the perspective of a neutral stranger and adopt an
outside-looking-in stance. This is essential to mastering the game.

Summing Up

The first challenge in negotiation is to get the other side to the table.
This won’t happen unless the other side sees that it is better off ne-
ootiating than going with the status quo. Encourage negotiation by
offering incentives, making the status quo expensive, and by enlisting
the help of allies.

Once you’ve gotten the other side to the table, get things off to
a good start by relieving tension, making sure that all parties agree
with the agenda and the process, and setting the right tone.

Several tactics are particularly useful in distributed (or win-lose)
deals:

» Establish an anchor, an initial position around which negotia-

tions make adjustments.

« If an initial anchor is unacceptable to you, steer the conversa-
tion away from numbers and proposals. Focus instead on inter-
ests, concerns, and generalities. Then, after some time has passed
and more information has surfaced, put your number or proposal
on the table, and support it with sound reasoning.

» Make concessionary moves if you must. But remember, many
interpret a large concessionary move as an indicator that you're
capable of conceding still more. A small concession, on the
other hand, is generally seen as an indication that the bidding is
approaching the reservation price and that any succeeding con-
cessions will be smaller and smaller.
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Tactics for distributive (win-w

In) negotiations are fundamentaﬂy
different from those Just described sip

goals. So concentrate on thege tactic

ce value creation is one of the
3

* Active listening

Frequently Asked
* Exploiting complementary interests

Tactical Questions
* Packaging options for more favorable deals
Finally,

the chapter offereq tactics useable in any context:

Answers You Need
* Framing

|
!
* Continual evaluation

|
Key Topics Covered in This Chapter }

Tactics regarding price {
|
Tactics regarding process |
f

Tactics regarding people




HE .PRER-’IOUS CHAPTER described tactics you can
B wse 11'1- varlous types of negotiations. This chapter follows

—— with answers to frequently asked questions (FAQs)
about negotiating tactics.’ For convenience, questions and answers

g $
ad cate ories. rice IOCGduteS an d.

|

FAQs About Price

Should I ever state my acceptable range?

’Some.: rllegotiators will ask you to state a monetary range of what
you're Wﬂhng to pay. Do not comply. This would give away your
reservation price. For example, if you tell someone that you quld
pa_y $20,000 to $25,000 for a piece of property, rest assured that vou
WI].l pay at least $25,000. The other side will think, “That’s the reZer—
vation price,” and it is the only number he or she will pay attention

to. It is much better t i
o work in terms of your b i
ottom lin &
best I can do.” p

The_only Teason to mention a range occurs toward the end of the
negotlat?ng process, to discourage the other side from pushing you
beyond it. For example, after several rounds of back and fOrtthil a
dollar figure, you are at $23,000, and the other side is at $30,000 and
seemls to be pushing for a deal at $28,000.You could say, My range
walking in here today was $20,000 to $23,000, but} not abofe

i
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$25,000.” Revealing your range may make it easier for the seller to
accept $25,000 because he will feel that he has pushed you to the top.

should I ever tell the other side my real bottom line?

You can reveal your bottom line, but only if you’ve reached it (or
are about t0). If you do reveal your bottom line, make sure you call it
just that, with appropriate emphasis or firmness. Otherwise, the
other side may not take you seriously, and may view that number or
proposal as just another step on the way to a final deal.

Suppose that the other side opens with an incredibly unreasonable
number. Should I counter with an equally unreasonable number, or
dedline to counter at all?

Consider one of the following strategies:

 Make a joke to indicate that you don’t consider the other
side’s number a serious offer:“Right, and the moon is made
of green cheese. Now, let’s get serious.”

« Clearly state that the other side’s number is entirely out of
the range you had imagined for the deal. Go back to talking
about interests. Ask about a specific issue of some importance.
Explain your perspective on the deal—how it might have
value to you or others similarly situated. (You will, of course,
be describing value that falls in an entirely different ballpark.)
Let some time and discussion go by. Then you might suggest
a number or proposal that you can justify as reasonable and
that is in the favorable end of your range (or close to what
you estimate their reservation price is, whichever is better).
Do not refer to their initial number or proposal. Ignore it. If
you counter with an equally unreasonable number, you will
either contribute to the impasse or make the road to agree-
ment longer and more difficult.

» Indicate that the offer is entirely out of range. Then express
your concern that a deal may not be possible. Try to get the

other side to bid against itself as follows: “That offer is so low
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that we will not even consider it. Why don’t you confer with
your people and get back to me with something more realis-
tic? I'll be in my office all afternoon.”

FAQs About Process

Is it ever acceptable to bid against myself~to make two moves in a row?

It's not a good idea. Just say, “Wait, you seem to be asking me to
make another move here. [ made the last offer; I don’t want to bid
against myself. Give me your offer” This usually elicits at least a token
move on the other side.

Ifit doesn't, if they are stuck and the only way to make progress
is for you to move again, you should announce your awareness of
what you are doing, and state that it should not be considered a
precedent. Make your next move in good faith, to a proposal or
number you can justify as reasonable, explain your reasoning, and ask

the other side to do the same. If they don’t, you may have rea

ched an
impasse.

To bridge the gap, consider broadening the discussion of the par-
ties’interests, and formulating other creative options, perhaps through
Joint brainstorming You might bring in a third-party facilitator.

Is it smart or fair to bluff?

Is it okay to bluff or puff during a negotiation? Sure. One man’s
puff is another’s positive spin. One woman’s bluff is another’s best
foot forward. Lying about a material fact, however, is almost certainly
grounds for legal action. In certain circumstances, creating a false im-
pression or failing to disclose material information may be a formal
legal breach. Nevertheless, as long as what you bring to the table has
real value, you need not reveal all the circumstances that make you
willing to conclude a deal. Thus, if you are negotiating the terms of
a job offer, there is nothing wrong with describing the major proj-
ects tor which you have been responsible and your likely next step
on the corporate ladder in your current company. There is no shame
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I itive li d not
. describing your achievements in a positive light. You nee ‘i
n . - . . . t .
1 tion that the new division president is impossible to deal wi
men

In a complex deal, is it better to reach agreement issue by issue or
ait until the end? |
1 Every deal is different, but it’s generally bette.r to au;ef;ratzr;i—-
tive agreements, or agreed-upon range.s,.fc.ar each 15511:e, Olue_creat]-ng
This will give you the necessary flexibility to make vl o
trade-offs between issues later on and tg create allterna.tlv pml el
of different options. The risk of negotiating each issue u;l sterr .
ion is that you lose opportunities to create value through trades.

Is it better to deal with difficult or easy issues first? |

In general, dealing with easier issues will build n;;m;;l;tuz_,
deepen the parties’ commitment to the preCess; a_nd ena:i e mﬁni_
ties to become familiar with each other’s negotiation and com

cation styles before hitting the tough stuff. N
In some instances, however, you may want to deal w

entative
difficult issue as a threshold matter. If you cannot reach t e
i ' asted tim
agreement on the difficult issues, then you will not have ¥ o cme
iss
on the smaller issues. It is also true that once the most difficu

ily 1 ce;
is resolved, smaller issues often fall more easily into pla

: fter an
What if there is an unexpected turn in the road—before or a

agreement?

i ents.
Unexpected developments can endanger potential agrf‘tzm -
this

They can also undermine agreements already made. Consider

example:

You have entered a fixed price contract with a geﬂem'l contrle;;t‘or toub:-uld
new office suites and conference vooms in an older brick bui I?g fe o
chased by your company. The suites and conferenc? ro‘oms are to ;; i
eled in a lovely pear wood. But after the contract is signed, a pear w
blight is discovered, which triples the cost of pear wooc'i. g

Under your negotiated agreement, thle contractor 1s to ;arommmr
of fluctuation in material costs. If you insist on that term, the ¢
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may try to make up some of the cost in other ways, perhaps by shorting
the detail work. If you agree to renegotiate, absorbing some or all of the
additional cost (or choosing a different wood), the contractor is more
likely to do a high-quality job,

The next month, you discover that the bottom floor of the building
is sinking and walls are cracking because of settling in the Sfoundation.
This was not part of the original contract, but you want the contractor

to take it on as soon as possible and at a reasonable price. What goes
around comes around.

Similar events can happen while you're in the process of negoti-
ating a deal. In both cases, analyze how the unexpected development
affects the decision to go forward. Determine if a deal still makes
sense, or if you need to undo the deal that has been negotiated. Also:

* Contact the negotiator(s) on the other side immediately.

* Acknowledge the unexpected nature of what has happened.

* Affirm your commitment to working on the problem (if that
15 30).

* Jointly discuss the underlying principles and intent of the
deal as originally negotiated, and agree upon what issues or
provisions are affected.

* Pick up the negotiations again.

FAQs About People Problems

What happens when You pit a collaborative negotiator against a po-
sitional hard bargainer?

A positional bargainer aims to win at the other side’s expense. He
will agree that “compromise is what will get us to a deal,” then ex-
pect all the compromises to come from the other side.

An effective collaborative negotiator should be able to deal with

this type of negotiator ifshe recognizes the situation

for what it is. A fter
all,

she will have analyzed her BATNA, set a reservation price, and
considered both opening and first-offer strategies.

If the positional
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hard bargainer refuses to disclose inform-ation an(,i begins t(.) us;: :;i
disclosures against the cooperative bargam.er, that’s a cleaF s1gnz£1 fd
this is not likely to be a win-win propositlonj'l."he nlegotlator. shou
seck reciprocity or refrain from providing add1t19nal mfoJr_rnatli);;Ijl )
The real question is whether the collaborative ne.gonator e
able to “convert” the hard bargainer, at least ?}Lfﬁcmntly to creéte
some value in the deal. The answer is “maybe. If the co]laboratn;i
negotiator is effective and resourceful, she should_ be ?ble tg -t_ease ;)he
some of the interests underlying the hard bargainer’s posxtl.ons.b -
may then suggest different options an.d packages for @eetmg -y
parties’ interests. Even the most recalcitrant hard bargainer can

i i is i join in creating value.
ognize when it benefits his interests to j g

How should I respond if the other side seeks to change something in

its offer after a deal has been reached?

Chances are the other side is afflicted with the winner’s cu;flse:

Whenever they reach a deal, they are cursed with the thought that
have gotten more. ' |

theyh? ?}llliither sigde tries to change one item, express surpn;e ortii—
appointment. Explain that if they must make a change, then euy
must understand that you will want to open uP other 15sue}s1 as Wti e.
“I agreed to a total package. A change on one_ 1ssue?;’1’ffec§; the f-:nerri S
package. Are you willing to renegotiate other issues?” If the anéx;fl L
yes, then the other side was sincere, and yo-u should proceed Wltf e
renegotiation. If they reconsider a_nd W1t1:1draw the ;equ-eStistc;hat
change, then assume that they were just testing you. If. they 1n}:i -~
they must have this change and no othelrs, express dismay, the
cide whether the adjusted deal has sufficient value for you to agree.

What should I do when the negotiator on the other side has a temper
tantrum? | - -
Don’t respond in kind. Instead, help him regain contro 1 :
right response will depend upon how angry or upset you feel, the
value of the deal, and whether it is your choice to proceed. Here are

some alternatives:
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* Sit quietly. Say nothing. After a few moments, resume the ne-

gotiation with a calm voice.

* Stop. Say, “This is getting us nowhere. I'm inclined to leave
and let you cool off. Is that what you want?”

If his shouting was intended to get you upset and oft-balance,

you certainly shouldn’t reward that strate

less-than-top-form condition. Also, keep in mind that you have some

control over who you will deal with. Consider contacting someone

else on the other side to suggest that another ne

gotiator be assigned
to the deal.

I don’t believe what the other side is saying. What should I do?

You suspect the other side is lying or bluffing. At best, they're just
telling you what they think is needed for an agreement, and have no
intention of following through on their

promises. Here’s how you
could respond:

* Make sure they understand that the deal is predicated on
their accurate and truthful representation of the situation. For
example: “If you can’t provide shipping on the schedule
we've described, it’s best to tell me right now.”

* Require that they provide back-up documentation, and that
the deal be explicitly contingent on its accuracy.

* Insist on enforcement mechanisms, such as a penalty for non-

compliance (or perhaps positive incentives for early perfor-
mance). Example: “We expect the final agreement to contain
a late fee of $1,000 per day for every day that construction
milestones are not met. On the other hand, we are willing to
pay you a bonus of $20,000 if you can have the building ready
for occupancy on or before July 20 of the coming year.”

When, if ever, is it appropriate to negotiate over the telephone or by

e-mail? Or is it essential to insist on a face-to~face meeting?

It is far better to negotiate face to face when personal, nonverbal
cues matter. For example, is this a deal in which the other side might

gy by negotiating in that
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be tempted to lie or shade the truth? Are the parties _professionally or
emotionally invested in what’s at stake? These situations often reveal
themselves through nonverbal cues. .

Some research indicates that people are less likely to lie sl
son, perhaps because they fear that the othter_ side will detect tl'lelr de-
ception. Indeed, in a face-to-face negotiation we see the 51df3ways
glances of the other negotiating team, we sense when they are l?e—
coming uncomfortable, and we pick up the nonverba.] e that in-
dicate something is more important than their words 1nd1cl:ate. '

Anecdotal evidence indicates that e-mail or other wrltlten mes-
sages may have a greater tendency to result in dtspu.tes and impasses.
The person who receives an e-mail (or fax) T interpret a com-
ment negatively when the sender did not intend it that way. Because
the sender is not there to read the facial expression or hear the ex-
clamation of the recipient, he or she can’t correct the impression.The
original sender is surprised and feels unjustifiably .atta(_:ked when the
return message carries a nasty tone, and responds in kind.

On the other hand, e-mail communication is devoid of emo-
tious. For an inexperienced negotiator, this can be a big pl-us. He or
she is less likely to be emotionally whipsawed by an aggressive nego-
tiator on the other side. And since e-mail makes it possible to reﬂa-ect
on a message before hitting the Send button, one is less ]ljkely to give
away vital information to the other side. Unwarranted disclosure can
be a problem in face-to-face discussions. Some people talk too much.
Either through thoughtlessness or an effort to make themselve;s seem.
important, they give away vital information.The ch ance of doing this
is lessened when e-mail is the medium of communication.

Some, but not all, of these problems of e-mail are partially solved
by using the telephone.You can use and interpret tone of voice to keep
communications on track. However, it is more cumbersome to pro-
pose creative ideas.You can’t put them on a chalkboard or easel. And
some recent research indicates that people are more likely to bluff
over the telephone. On the other hand, if the negot_iatmn is over a
simple issue, where personal communication is not likely to matter,
the most efficient method works best.
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Determining Authority

The appendix contains a handy worksheet that will help deter-
mine and confirm the authority level you have and the author-
ity level of the person or persons with whom you will be
negotiating. An interactive version of this worksheet is available
on the Harvard Business Essentials Web site: wyvw, clearning.hbsp.
org/businesstools.

How should I react when the other side challenges my credentials,
status, or authority to make a deal?

Why are they challenging you? Are they just trying to make you
defensive, put you off-balance? Or do they have genuine concerns?

The best approach is to shift the discussion to general ground
rules. Say something like this: “Right. We should be clear about
whose approval is needed for a deal—both on my side and yours. I
am authorized to complete the deal within these parameters: x, %
and 2.1 need formal approval for any agreements outside those pa-
rameters. Now, what about you? What are you authorized to do?”

If the challenge to your authority was posed to make you feel
defensive, you will have demonstrated that such strategies will not be
successful.

Barriers to Agreement

How to Recognize and Overcome Them

Key Topics Covered in This Chapter

Die-hard bargainers

Lack of trust

Informational vacuums and the negotiator’s
dilemma

Structural impediments
Spoilers

Cultural and gender differences
Communication problems

The power of dialogue




* Recognize the game they’re playing. and don’t be thrown of-
balance by it.Anticipate low-bal offers, 8rudging concessions,

Yy

ﬁ
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proceed accordingly.

Because you're dealing with highly acquisitive people, be
guarded in the information you disclose. These people will take

give nothing in returp. So, disclose only the informatiop that
cannot be used to exploit you,

If you're unsure about the attityde of the other side, test their
willingness to share information. Let slip a minor piece of in-

to the first question and “no” to the second, be
guarded with any further information

reaching an agreement, it will be Jess overbearing if it knowys
that its behavior creates the risk of no deg] at all.

Strengthen your BATNA. If your Position is weak, the other
side can bully or ignore you with little risk, Byt if your
BATNA is strong—or growing stronger over time—the other
side will be more respectful of your interests, (See “Speak Softly
but Build Your BATNA.”)
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Speak Sofﬂy but Build Your BATNA

In the years following the French Revolution, tensions mounted
between Frances new government (the Directory) and the
fledgling United States. The Directory closed French ports to

U.S. shipping, and its navy captured many American trade ves-
sels in what became known as the Quasi-War. Envoys sent to
Paris to negotiate a peaceful relationship and open trade were
turned away.

The Quasi-War at sea, and popular revulsion at the murder-
ous excesses of the revolution, turned American opinion against
its former ally, and many clamored for war. President John
Adams stood squarely against the urge to declare war, seeing
only danger and damage in such a move, He sought, instead, a
peaceful settlement of disputes and a resumption of trade, and he
kept up a diplomatic campaign over several years to secure both.

France had clear advantages in its dispute with the United
States. It needed U.S. friendship and trade much less than the
United States needed the same from France. And once Napoleon
Bonaparte came to power, France became the most formidable
military power in the Western world, It could afford to treat
the small North American country in high-handed fashion—
and it did.

Undeterred, Adams kept pushing for negotiations. But at the
same time he strengthened his position (i.e., his BATNA) by
building up the American navy from a handful of vessels to fifty
ships, including state-of-the-art frigates. That maritime clout
helped break the impasse. “Adam’s Insistence on American naval
strength,” wrote biographer David McCollough, “proved deci-
sive in achieving peace with France” in 1800." A century later,
another American president, Theodore Roosevelt, followed
Adams’s example, summing up his diplomatic approach with the
slogan “Speak softly but carry a big stick.”

T

|

B
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Lack of Trust

Agreements are difficult in the absence of mutual trust.“How can we
negotiate with these people?” is a common refrain. “We cannot be-
lieve a thing they tell us. And if we were to make a deal, how could
we be sure that they’d hold up their end of the bargain?”

The importance of trust was cited by Dominick Misino, a retired
New York Police Department hostage negotiator, in the Harvard
Business Review.Trust, he said, begins with civility and respect:

When I'm dealing with an armed criminal, for example, my first rule
of thumb is simply to be polite. . . . A lot of times, the people P'm dealing
with are extremely nasty. And the reason for this is that their anxiety
level is so high: A guy armed and barvicaded in a bank is in a fight-or-
Slight mode. To defuse the situation, I've gof to try to understand what'’s
going on in his head. The first step to getting there is to show him re-
spect, which shows my sincerity and reliability. So before the bad guy
demands anything, I always ask him if he needs something.?

The sincerity and reliability cited by Misino are the building blocks
of trust.

Given the choice of negotiating with an untrustworthy party,
people with realistic options will turn to their alternatives, or they
will hedge the agreements they make with these parties by making
them more narrow or limited than they would otherwise be. Nego-
tiation scholars refer to these as insecure agreements. But don’t give up
too quickly if you suspect the other side is not entirely trustworthy.

* Emphasize that the deal is predicated on their accurate and

truthful representation of the situation.

* Require that they provide back-up documentation, and that
the terms of the deal be explicitly contingent on the documen-

tation’s accuracy.

e Structure the agreement in a way that makes future benefits
contingent on current compliance and performance.
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¢ Insist on compliance transparency. Compliance transparency refers
to one’s ability to monitor compliance from the outside.You
want to craft a compliance mechanism that is readily monitored
and that assures you that terms of the agreement are being hon-
ored by the other side. For example, if you’ve agreed to license
a proprietary technology in return for royalty payments, you'd
be wise to build into the agreement your stated right to exam-
ine the other side’s books on a regular basis to ensure the
proper calculation of royalties.

» Require enforcement mechanisms, such as a security deposit,
escrow arrangement, or penalties for noncompliance (or per-
haps positive incentives for early performance).

You can also help to foster a climate of greater trust by building
relationships between people and by improving the channels of com-
munication between the organizations involved in the negotiations.
Joint ventures, for instance, require substantial trust between inde-
pendent organizations. Experienced managers of joint ventures give
key personnel of the different parties opportunities to know each other
and to collaborate in making decisions. They arrange meetings within
which problems, opportunities, and working frictions can be com-
municated and addressed. These mechanisms create opportunities for
creating the trust needed for the success of the venture.

Informational Vacuums
and the Negotiator's Dilemma

Negotiators have difficulty in connecting with each other when they
have little or no pertinent information about the interests of their
counterparts. In the absence of illuminating information, they pass by
each other like ships sailing in darkness. Consider this example:

Peabody Products had just won a big contract from the Royal Navy to
produce electric motors over the next twelve months and was scrambling

to set up the necessary supplier relationships. Among the things it
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needed were 20,000 wiring harnesses, and it needed them in a hurry.
Unfortunately, all of its regular suppliets were backlogged with other
work. Then the procurement department found Western Manufacturing,
a small component producer located outside Glasgow.

Neither of the two companies knew much about the other, and
their negotiators had reasons for not sharing certain information. For
exarmple, Peabody’s representatives didn't want Western’s people to
know how desperate they were to get 20,000 wiring harnesses in short
order. Without them, their deal with the Royal Navy might founder. “If
the people at Western knew this,” said one company official, “we’d be in
a poor bargaining position and bound to get gouged on the price. They'd
know that they had us over a barrel.” The people at Western likewise
felt that they were in a poor bargaining position. “If Peabody Products
were to learn that we are operating at forty percent capacity,” said West-
ern’s sales manager to his boss, “they'd demand a rock-bottom price—
and we’d probably give it.”

Though Peabody and Western need each other for important
business reasons, neither realizes it. Each fears to reveal information
about its situation. And if neither party speaks up, they could easily
fail to negotiate a deal. Operating in the dark, Peabody’s bid to buy
and Western’s offer to sell might be so far apart that each party would
be encouraged to withdraw. This situation is symptomatic of what
negotiation scholars call the negotiator’s dilemma. In this dilemma,
both sides could create value if both were forthcoming with infor-
mation about their needs and their business situations. But either will
suffer if one shares its information and the other does not. Consider
the possible outcomes shown in figure 6-1. Here it’s clear that both
companies will make modest gains if both are open and truthful. It’s
also clear that either party stands to make a major gain if it conceals
information or misleads when the other is open and truthful.

In the negotiator’s dilemma, a party puts itself at risk by being the
first to disclose important information. It stands to benefit most by
keeping its mouth shut and encouraging the other side to open up.
If both sides maintain silence, however, both will be losers.

So how can this dilemma be resolved for mutual benefit? The
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FIGURE 6-1

The Negotiator's Dilemma

Be open and truthiul Conceal or mislead

Be open and truthful Both companies make Small gain for Peabody:
modest gains, major gain for Western.

Conceal or mislead Major gain for Peabedy; Neither company gains.
small gain for Western. Negotiations may fail,

Source: Adapted with permission from Michagel D. Watkins, “D
Agreement,” Class Note 9-800-333 (Boston: Harvard Business

Peabody

iagnosing and Overcoming Barriers to
School Publishing, revised May 8, 2000), 4,

best answer is cautious, mutual, and incremental iformation shar-

ing. Here, one party takes a small risk: Tt reveals 3 small piece of in-

formation about its interests. It follows this revelation with a query:

“Now, tell us something about your interests” Reciprocity by the
other side helps create 2 climate of trust in which s further infor-
mation can be safely shared. As trust and sharing
puts more of its key cards on the table, and opp
value creating and value claiming are identified

continue, each party
ortunities for mutyal

Structural Impediments

In some cases, the road to agreement is bloc

ked by structural imped-
iments. Here are 2 few typical examples:

* Not all the right parties are at the table. For example, a work
schedule for developing a new product is being negotiated.
The people from research and development and marketing
are there, but no one invited the manufacturing people whose
Input is critical,

Remedy: Get the right people on board.

* Other parties to the negotiation don’t belong there—worse,
they are getting in the way,
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Remedy: Get the group to confront the individual or i_ndi—
iduals who are blocking progress and ask them to step aside. If
vi . _
a person resists, appeal to a higher authority.

« One or more of the parties who legitimately belongs at the
table is deliberately blocking progress toward an agreenleriit.t |
Remedy: If you have the organizational clout to lprevz; ; ]:1 )

this person or persons to back off. If you lack that clout, for

coalition of people at the table to deliver the same message.

+ No one feels under any time pressure, and so negotiations drag
» a;jn:;;/ : Avoid this by adding what MiChB..el ‘Watkins has
called an action-forcing event, such as a deadline or progresslu-
meeting. For example, “We are giving your com_pany an Z}; t
sive opportunity to bid on this work. However, if V;re ca}tln t
reach a mutually satisfactory agreement by March 15, then t
will have to seek other bids.” If a time comporier?t was not fe;
of ongoing negotiations, consider adding one.“Since :x;:; 2: i
agreement that things are moving too slov&_rly, I sugges e
adopt a timeline that provides for completion of our neg

tions by March 157

i i her
» Agreement on this deal is predicated on agreement in anothe
separate negotiation, which is going nowhere. .
Remedy: If it makes sense or is feasible, decouple the
ent deals. If that is not possible, consider adding a time con-

straint to the other deal.

Spoilers

Particularly in multiparty negotiations, certai.n stakeholders r}x:azep::}?;
fer “no deal” as the outcome. Call them s_p(?ﬂers.They may.1 a -
power to block or sabotage your negotiations. These spoi (::;S b 03;‘
have seats at the table, or they may not. For exan?.ple, the Presn etion
the United States may negotiate a trade deal with a foreign nation,
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but two or three powerful senators who view the deal as contrary to
the interests of their constituents may block ratification in Congress
An influential executive who has the ear of key board members can-
sometimes accomplish the same result.

You can anticipate this barrier to an agreement by identifying al]
key stakeholders, their respective interests, and the power of each to
affect the agreement and its implementation. Then identify potential
spoilers and consider the necessity of sweetening the deal in 2 Way
that would neutralize their incentive to sabotage an agreement.

Tips for Dealing with Spoilers

Many internal negotiations aim to create change within the or-
ganization. Change is a nhecessary condition of vitality, but it often
creates winners and losers. And those who see themselves as po-
tential losers do what they can to resist or undermine change.

“The reformer has enemies in all those who profit by the old
order,” Machiavelli warned his readers. And what held true in
sixteenth-century Italy remains true today. Some people clearly
enjoy advantages that—rightly or wrongly—they view as threat-
ened by change. They may perceive change as a threat to thejr
livelihoods, their perks, their workplace social arrangements, or
their status in the organization. }

Anytime people perceive themselves as losers in the outcome
of a negotiation, expect resistance and possible sabotage. R esis-
tance may be passive, in the form of noncommitment to the
goals and the process for reaching them, or active, in the form of
direct opposition or subversion. Here are some tips for dealing
with resistance and possible sabotage:

* Always try to answer the question, “Where and how will this
change create pain or loss in the organization?”

* Identify people who have something to lose, and try to an-
ticipate how they will respond.
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e

« Communicate the “why” of change to potential resisters. Ex-
plain the urgency of moving away from established routines

Or arrangements.

 Emphasize the benefits of change to potential resisters. Those
benefits might be greater future job security, higher pay, and so
forth.There’s no guarantee that the benefits of change will ex-
ceed the losses to these individuals. However, explaining the
benefits will help shift their focus from negatives to positives.

* Help resisters find new roles—roles that represent genuine

contributions and mitigate their losses.

* Remember that some people resist change because it repre-
sents a loss of control over their daily lives. You can return
some of that control by making them active partners in your

change program.

* Build a coalition with sufficient strength to overpower the

spoilers.

Differences in Gender and Culture

Our language, thought processes, perceptions, communication styles,
and personalities are formed by a thicket of culture, gender, and so-
cial dynamics. Culture is a cluster of tendencies that are more preva-
lent in one group than another—how people behave and think, We
tend to attribute any mystifying behavior in other people to, say, the
French national character, the ways of women, the personality of
lawyers, or even to the culture of a certain company.

But culture does not determine or predict any single individual’s
behaviors or choices: There are always great variations within given
populations. Thus, an Italian engineer may have more in common
with a German engineer than with an Italian artist. A female lawyer
may have more in common with a male lawyer than with a female

musician.

—ﬂﬂ
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People often attribute a breakdown or difficulty in negotiation
to gender or cultural differences, when these may not be the cauge of
the problem.They throw up their hands and say, “The problem is that
she’s a woman and can’t deal with conflict” Or, “He’s late because
that’s how Argentinians are with time.” Don’t make these mistakes,
By attributing problems to gender or culture, you may miss the fact
that the female negotiator is signaling her company’s resistance
point. Or you may fail to pick up on production problems at the Ar-
gentinian company.

If you are negotiating with someone from » culture very differ-
ent from your own, and if you are experiencing problems under-

tern, analyze it together.

If you have the time, review any available literature about the
other negotiator’s culture and how it compares with yours. How is it
different? Does this explain the pattern of problems you have had?

Different cultures sometimes bring different, unspoken assump-
tions to the negotiating table. These can create barriers to agreement.
Michael Watkins refers to assumptions as “the deeper, often unspo-
ken beliefs that infuse and underpin social systems. These beliefs are
the air that everyone breathes but never sees.”? Look in particular at
assumptions about who should make decisions, what is of value, and
what will happen if agreement is reached.

Differences in orgamizational culture may also be behind the
problems that plague negotiators. For example, if your meetings with
a joint venture partner seem to be going nowhere, the difference be-
tween your organizational culture and that of the other party may be

the problem. This i especially true when one company is highly en-
trepreneurial (“let’s get this done) and the other is highly bureau-
cratic (“we must follow established procedures”). This was the
problem with an R&D alljance between Alza, 2 small, entrepreneur-
ial start-up based in California, and Ciba-Geigy, the giant Swiss
pharmaceutical firm. As described by Gary Hamel and Yves Dog:

1
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[Alza’s foundet| believed deeply in the value of an informal, egalitarlian
environment in which unique talents could bloom through self-structuring
teams. Alza’s teams worked quickly and informally to integrate the '
many technologies needed to develop advanced trans-dermal drug deliv-
ery systems. Ciba-Geigy, on the other hand, M.IS a tw?-i'llun’dred—year-
old company. . . . It was the epitome of a t-mdinonall, dﬁsaplmed,
dedicated European company. And as a large multinational company,
Ciba-Geigy was formally structured and bureaucratic.*

As described by Hamel and Doz, deep historical, cultural, and orga-
nizational differences made collaboration and agreement btletween
these companies very difficult. The Alza people expl)ectec_i th,elr par;—
ner’s people to work at a Silicon Valley pace, while Ciba’s peo;;l e
wanted things to move more gradually. To make matters worse, the
trust needed to bind the partnership together never developed. The
Alza people were always fearful that their larger partner. Wo.uld usurp
the one thing they had of value: their technology. This distrust re-

sulted in collaboration along very narrow lines.

Difficulties in Communication

Communication is the medium of negotiation. YOI.? cannot n:ke
progress without it. Poor communication renc_lers the simple treacd erl—
ous and the difficult impossible. Communication problems cause .ea $
to go sour and disputes to ripen. When you suspect that coTnmumlca.
tion is causing the negotiation to go off track, try the following tactics:

* Ask for a break. Replay in your mind what has been commu-
nicated, how, and by whom. Look for a pattern. Does the con-
fusion or misunderstanding arise from a singlelissue? Were
important assumptions or expectations not articulated? Aft_er
the break, raise the issue in a nonaccusatory way. Ojl?fer to 1_1sten
while the other side explains its perspective on thf.i issue. Listen
actively, acknowledging their point of view. Explain your per-
spective. Then, try to pinpoint the problem.
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* If the spokesperson of your negotiating team seems to infuriate
the other side, have someone else act as spokesperson. Ask the
other side to do the same if their spokesperson drives your
people up the wall,

* Jointly document progress as it i1s made. This is particularly im-
portant in multiphase negotiations. It will solve the problem of
someone saying, “I don’t remember agreeing to that”

The Power of Dialogue

Dialogue is a powerful mode of communication and an effective an-
tidote to most, if not all, of the human barriers identified in this
chapter. It is a time-tested communication form in which parties ex-
change views and ideas with the goal of reaching amicable agree-
ment. Dialogue is usually the very best way to peel back the layers of
problems, bring undisclosed concerns to center stage, develop solu-
tions, and reach common understandings.

Though the practice of dialogue between two or more individ-
uals undoubtedly goes back into the mists of time, Plato, through his
Socratic dialogues, helped the Western world appreciate its power.
Plato’s purpose was not to tell us what he thought directly, but to
teach us how to toss ideas back and forth in a logical process that
eventually leads to the truth and common understanding. That same
logical process makes negotiations run more smoothly, draws out the
best ideas, and builds agreement around them.

Dialogue can also help you give direction without telling people
what to do in so many words—which is what managers in today’s
participatory organizations must learn to do. For such managers, ne-
gotiating with people is as important as directing them. For example,

instead of saying, “Have the Inventory report on my desk at 3 p.m. to-
morrow,” try something like this:

Manager: What progress have you made on the inventory
report?
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gmployee: It’s almost ready. I only have one section to

complete.

Manager: Good. Do you see any problem in getting it all
wrapped up by tomorrow afternoon?

Employee: No, not if you need it by then.
Manager: Yes, ] do need it by 3 p.M. at the latest.

Fmployee: You can count on it.

What works between managers and their people can alsc.) wo-rk
between negotiating parties if they start slowly, practice active -hs—
tening, and gradually develop the level of trust that problem solving

requires.

Summing Up

This chapter examined typical barriers to negotiated agreements and

what you can do to overcome or eliminate them.

» Die-hard bargainers will pull for every advantage and tg toh
make every concession come from you.You can ldeal V\.:'1ltl};1t : C\"z‘se
people if you understand the game they are playmg, \-mt o
useful information from them (they’ll only i‘Jse it against youlz
unless they demonstrate a willingness to reciprocate, :Tnd make
it clear that you don’t mind walking away. If you don’t want to
walk away—or cannot—do whatever you can to strengthen

your position and your alternative to a deal.

i i I er-

» Lack of trust is a serious impediment to making a deal. Nev'
ible 1 1 ire

theless, agreements are possible if you take precautions, =
enforcement mechanisms, build incentives for compliance into

the deal, and insist on compliance transparency.

o It’s difficult to make a deal—and impossible to create Value—;n
the absence of information. What are the other side’s interests?
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What does it have to offer? What 15 it willing to trade? Ironj-
cally, fear of advantaging the other side encourages parties to
withhold the information needed to create value for both sides.
Each is reluctant to be the first to open up. This is the negotia-
tor’s dilemma. The solution to this dilemma is cautious, mutual,
and incremental information sharing,

Structural impediments include the absence of important par-
ties at the table, the presence of others who don’t belong there
but get in the way, and lack of pressure to move toward an
agreement. Remedies to these impediments were provided.

Spoilers are people who block or undermine negotiations, Sey-
eral tips were offered for neutralizing or winning over these in-
dividuals, including the creation of winning coalitions.

Cultural and gender difference can be barriers to agreement,
particularly when one of the parties brings to the table 2 set of
assumptions that the other side fails to notice: assumptions
about who will make key decisions, what is of value, and what
will happen if agreement is reached. Negotiators who represent
organizations with conflicting cultures (e.g.. entrepreneurial
versus bureaucratic) are also likely to experience problems in
reaching agreements,

Communication problems can also create barriers. You can
diffuse them by insisting that each team be led by an effective
communicator and by practicing active listening, documenting
progress as it is made, and establishing real dialogue between
parties.

Dialogue can eliminate or lower all of the barriers described in
this chapter.

1

Mental Errors

How to Recognize and Avoid Them

Key Topics Covered in This Chapter

Escalation

Partisan perceptions
Irrational expectations
Owerconfidence

Unchecked emotions




HE PR
. EVIOUS CHAPTER described the kinds of
uctural problems that separate willing parties from
otiat 1 "
— g | ed agreements. This chapter describes the mental
parties commit during the negotiating process. Each of

these err
| OIS represents a case of shooting oneselfin the foot, and
1s amenable to self-correction S

Escalation

I[l t]lell b()Ok Nego”all”g Rafwﬂa[lla,

erwise level-headed busines
£ speople when they get into dj
competitive negotiations. In their defmitiony rmigyles

Max Bazerman and Margaret

irrational escalation i

commitment.” Bazerman and N eale cite the
Campeau’s ill-fated 1987 acquisition of Fe
StOI‘f.:S, parent company of Bloomingdale’, as 3
calat‘lon. Campeau, who wanted Bloomjng;dale’s
€armng power and its potential to anchor vario
Plz.umed to develop, pursued his quarry boldly d
fition from Macy’s. This rival also wanted thz ¢

example of Robert
derated Department
case of irrational es—
both for its inherent
us shopping malls he
espite strong compe-

high bid

Mic ,11 .Not to be_outdone, Campeau bid some $500 million abo

- yls ast ofﬁ?r. With that bold stroke, he wop the contest—b e
S0 plunged his own organization inte bankruptcy. B

The 1 '
€ lesson of the Bloomingdale’s story, as Bazerman and Neale
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artfully point out, is that even a good strategy will produce a bad re-
sult if it is escalated beyond a point where it no longer makes sense.
Bloomingdale’s was a great prize, but not at the price Campeau paid.
Paying too much is a lesson found repeated over and over in the an-
nals of business.

Why do normally shrewd businesspeople fall into the escalation
error? Here are possible reasons—and possible remedies.

1. Their egos cannot abide “losing”” CEOs and other senior ex-
ecutives are accustomed to getting what they want. And they
don’t want to be seen coming home empty-handed from a
negotiation, particularly when it’s highly visible. So, when
winning requires paying more than every rational measure
says is smart, their egos tempt them to pay. They then point
to “future synergies” or other nebulous values as justification

for their behavior.

2. Auctions and other bidding contests that pit individuals against
each other encourage irrational behavior. As one consultant put
it,“Collectors in particular do not exhibit rational price behav-
ior”? In the absence of any particular price expectations, they
are more likely to bid up to a price they can afford than to a
price they know something to be worth. The urge to have
something—and to win out over other bidders—overcomes

their business sense.

3. A principal/agent problem is at work. In general, the business-
people who spend to win beyond the point of rationality do so
with OPM (other people’s money). As agents of the sharehold-
ers (the true principals), they can take credit for the “win” and
charge the costs to the real owners of the business. It’s unlikely
that agents would be so bold, or so reckless, if they were spend-

ing their own hard-earned savings.

Remedies

e Get a firm handle on your alternatives to the deal before you ne-
gotiate. Remind yourself that money you don’t throw away on
an overpriced deal is money you'll have available to invest in




98

99

Mental Errors

fwo joint venture partners fails to reach a conclusion as to how well

one of the companies has performed its part of an agreement.
Effective negotiators know how to stand outside a situation and
see it objectively, thus avoiding partisan perceptions. They can also
get inside the minds of the other parties and see their unique—and
partiSanJViewpoints_You can do the same if you try the following;

» Recognize partisan perception as a phenomenon to which we

all fall prey.
» Put yourself in the other side’s position. How would the issue

look to you then?
* Pose the issue to colleagues (without revealing which side you

are on) and solicit their opinions.
To convey your position to the other party:
¢ Try to pose the problem as it appears to you, and ask how they
view it.
* Use an analogy or a hypothetical situation to frame the prob-

lem as you see it.

Another technique for reducing partisan perceptions is for the
opposing sides to reverse their roles, as in the following example:

When two city councilors proposed expanding the town’s existing golf
course, local environmentalists and outdoors enthusiasts objected. “An

expanded municipal course will provide substantial revenue for the
town,” argued the two councilors. “INot true,” said their opponents. “It

makes no economic sense, and you'd have to gut our last remaining

woodland to build it.”
Faced with a divided community, the mayor formed a fact-finding
|

commiltee to investigate and report on the various merits and demerits

of the golf course expansion, with all interested parties represented.
Each side presented its_facts—on the economics of the expansion, on '
environmental impacts, on community values, and so forth. But neither |
side would accept the other’s facts or interpretations. And each side im-

i

pugned the other side’s honesty.
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1o help bring the committee members 1o a point where th
develop an objective report, the mayor asked the Opposing si el
verse roles. Thus, the environmentalists would re resent tfz :
ered by those who advocated golf ) e
was asked to develop a coherent
their opponent.

des to re-

course expansion, and vice versq, Each
and compelling case using the facts of

By the end of the role reveysal exercise, each

cation for the other’s point of view. And though
agree on k

side had a greater appre-

: they continued to dis-
ey points, they were able to develop a report Jfor the mayor and

the / 17
community that fairly represented 4l information and viewpoints

If any of these suggestions fail, brin

1n a neutr; ;
expert to provide unbiased guidance, g eutral third party or

Irrational Expectations

Agreement is hard to find when one
tions that cannot be fulfilled. This el
agreement. Many people commit this
negotiations. Consider this example:

O more parties have expecta-
lminates any zone of possible
mental error as they enter into

Like every other budding authoy, Marie had read stories about the fab-

ulous royalty advances that some authors re,

. ceived for their many-
Scripts— '
ipis—and even their proposed manuscripts. “The pope got §4

million,” she told 4 Sfriend. “Hillary got $8 million!”
; get nearly that much for her self-help book The J
unting. After all, it was her fiyst 1 k : '

i B
i Jirst work. But she di
Unfortunately, the publisher Marie approached with
proposal did not see it her way. “T’
we're willing to pay” she was told.

“You've got to be kidding”
g,” she exploded. “That:
to cover the three or . o

Jfour months I'd h
"’ ave to take from work to write

After some harsh words with the e
other publisher, where (guess what?)

She didn’t expect
oy of Antique
d expect around

her ten-page
m sorry, but §10,000 is the most

ditot, Marie moved o 1o an-
she got the same reaction to her

acts” garh-
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demand for a large advance. “You people don’t even understand your
own business!” she fumed.

“Look, Marie,” editor number two counseled. “You’re a first-time
author with no track record. And your subject will appeal only to a nar-
row niche of readers. It’s not the stuff from which best-sellers are made
by a long shot.” The words weren’t even out of his mouth when he
heard Marie slam her phone down on the receiver.

After two more such disappointing encounters, Marie’s best friend
offered some advice. “Marie, you've now had encouraging conversations
with several mainstream publishers. All have liked your proposal, but
none have been willing to give you anything near the advance you in-
sist on having. This might be the best you can expect with this type of
book. Your expectations may be out of line.”

“Baloney!” she huffed. “They’re just trying to take advantage

Qf me. »

Indeed, Marie’s expectations were out of line with reality as each of
the publishers saw it. Nor did she have the bargaining power to force
them to accept her point of view. Were it not for this irrational ex-
pectation, she might have been successful in negotiating an agree-
ment with any one of the four publishers.

Cases like this one are not uncommon, but they are not insoluble.
In Marie’s case, her irrational expectation resulted in no ZOPA, as de-
scribed in chapter 2. With the publisher’s reservation price some-
where around $10,000 and Maries somewhere around $100,000,
there was simply no overlap in which agreement could be struck.This
sorry situation might have been remedied if the parties had provided
one or both of the following:

* Educating dialogue. The editor might have had a calm, heart-
to-heart conversation with Marie in which he indicated the
number of copies he’d have to sell to cover Marie’s $100,000
royalty advance. He could also have indicated the unit sales of
comparable books, none of which sold enough copies to earn
the level of advance Marie expected. For example: “Look,
Marie, in order for your book to earn $100,000 in royalties,
we’d have to sell at least 50,000 copies, and we believe that that

_————_4
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number of sales is highly unlikely. We have published three
books on antique collecting over the Past several years, and not
one of them surpassed 12,000 copies. Would you like to see the
sales figures for yourself?” This bit of education might have in-
duced Marie to reduce her reservation price substantially.

* New information. Marie might have provided information (if
she had it) to €ncourage the editor to increase his reservation
price—and his expectation of future sales. For example: “Here’s
a letter I recently received from the marketing director of 4.
tiguing Monthly, which has 200,000 subscribers. He indicates his

interest in purchasing 10,000 copies to use as a new subscriber
premium.”

Either of these tactics would have defused the problem caused by ir-
rational expectations.

What are your eXpectations as you prepare to negotiate with
your boss, your customer, or your direct reports? Are they realistic?

Will the other side have similar expectations on key negotiating

points? These could be dea] busters if your expectations and theirs
are significantly at variance. If the

Y are, you must bring expectations
in line with fact-based reality.

Overconfidence

Confidence is a good thing. It gives us the courage we need to tackle

difficult and uncertain ventures—such as negotiations. Too much
confidence, however, can set 4 person up for a fall. Overconfidence
cehcourages us to overestimate our own strengths and underestimate
those of our rivals. Consider the example of the American Civil War.
Each side expected to whip the other quickly and “have the boys

home” within a few weeks. Four years and hundreds of thousands of

casualties later, the contending sides were sti]] slugging it out—and

on a scale that neither side could have envisioned. As evidence that
this mental error is not exclusive to Americans, we have the example
of the Imperial Japanese Navy on the eve of the Battle of Midway. Its

e —
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planners dismissed the U.S. Navy as incompetent and unx?ljla?iz;
fight. That overconfidence encouragec_i them to t.;;like. a ttlz:c; ;:aCiﬁc
that resulted in heavy losses and a turnn_lg of t_he tide 111— n}.ﬂ
We observe similar overconfidence in business ancli 11r1terperi“c1>i :
disputes, where one or both parties reject settlen.lent m.favor 0f ti-
gation. “We are very confident that the court v&:],ll find in our favor.
The lawyers say that we have a very strong case. ﬁes
Overconfidence can blindside you to dangers and opp();t'u;uThe.k
It is reinforced by a related mental error kngwn as groupt 13 .ﬁned
late Irving Janus, the Yale psychologist who coined the l.:erml,lere1 o
groupthink as “a mode of thinking that people engage in \gers’ [
are deeply involved in a cohesive mgro'up,lwhen t-he 'm_eljll ol
ings for unanimity override their motlx;]i:lc:nl tc; ;zais;cl:t 03; C[()El oy
i f action.”” Groupt is .
;letilgact)lfv:h:;g:;;?mnd a norm. Unfortunately, thét convergenceli
driven less by objectivity than by so;iz.al ];tisycholi?ilociopgl:;ililzznd
ing views are repressed in favor o .
Z}: itlalrtllcsii,ocfi(?;ititude. Those who “think otherwise” are ;3]1;11’11?
reeducated or pushed out. Here are some symptoms of groupt :

An illusion of invulnerability exists.

1 idence.
Leaders are insulated (protected) from contradictory evide

Members accept confirming data only.

Those holding divergent views are censured.

o Alternatives are not considered.

* Members of the “out” group are discounted or demonized.

Do you see any of these symptoms in your negotiating team? I:- h}lf;)lli
do, here is a suggestion for getting rid of them beforelg;:loupd o
leads to critical thinking errors: Empower a team of brllg t 3.11:'1 -

spected people to find and objectively represent the re ev.emOne Of
This same team should examine and report back on every

your key assumptions.
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Unchecked Emotions

People tend to assume that unchecked emotions occur in divorce
and other personal negotiations, but rarely in business. Not so. Busi-
ness partnership dissolutions are called business “divorces” for 1 very
good reason: They involve tremendous anger and personal vitriol.

Bad things happen when anger takes control of a negotiation.
The parties stop focusing on logic and rational self-interest. Inflict-
ing damage on the other side becomes the goal, even when doing so
causes damage to one’s own interests. Consider this example:

Harold and Simon were joint owners of a small corporation. Each held
an equal share. Harold was eager to withdraw Jrom the business and
pursue other interests. He also wanted his son, Alex, to step in to fill
his shoes, and planned to gradually sell his ownership shares to Alex.

“No way,” insisted Simon. “Alex is totally inept, and I won’t
have him around here wrecking everything I've built over the years,”

“What do you mean ‘everything you've built,’ Simon? This com-
pany has grown because of my leadership, and I want my son to have
an opportunity to learn the business and build his own legacy.”

“Over my dead body. Either you sell your shares to me, or I'll tor-
pedo this business.”

Sounds like a nasty divorce, doesn’t it? Huge damage is caused when
negotiators allow their emotions to get out of control. This is often
observed in cases of closely held family businesses when the
founder/patriarch tries to retire and turn the reins over to a hand-
picked successor. In some cases, siblings turn on each other and their
parents and practically destroy the business through interpersonal
warfare and expensive lawsuits.

If you see this happening in your negotiations, try the following:

* Agree to a cooling-off period and tell the combatants to go to
their separate corners.

* Enlist an objective moderator. A moderator who has the best
interests of the contending parties at heart may be successful in
dampening emotions, acting as a medium of communication,

: B
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Fairness Mallers

Anger and irrational behavior are often triggered by an offense
to one party’s sense of fairness. People will sometimes forego
tangible personal gains rather than be party to an agreement that
treats them unfairly. Consider how most people would behave
in the following situation, which we’ve adapted from a story

told in Bazerman and Neale.*

Stephanie and George are having lunch in the company cafeteria.
Their boss sits down and says, “I have $§100 in my pocket, which
D' willing to give to you. There are only two conditions.” Looking
at George and showing him a stack of §1 bills, he says, “The first
condition is that George must decide how the §100 will be split be-
tween you. The second condition is that I will keep the money if you
two cannot agree on how the money will be divided.”

Stephanie and George are both amazed by the offer, but not ﬂ.?_
tirely surprised, since their boss is always pulling stunts like th:f.
George thinks to himself that any amount he allocates to Stephanie
is money she would not have othenwise. Rationally, she should be
willing to agree to any split he offers. “Okay,” he says. “Here’s the
deal. I'll give Stephanie $20 and keep $80 for myself.”

“Keep your lousy $20,” Stephanie says, leaving the table.
“That’s really unfair.”

The boss laughs and returns the wad of bills to his pocket, leav-
ing George empty-handed.

The lesson of this little story is that rationality can be trumped
by one party’s offended sense of fairness. George wrongly as-
sumed that Stephanie’s rationality would get her to accept the
$20/$80 split.
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and providing the “adult supervision” necessary during subse-
quent negotiations.

In the absence of a moderator, do the following:

* Determine what is making the other negotiator angry. What
does this deal or this dispute mean to him? Listen very carefully
when he gets angry. Search for clyes.

* Respond to what appears to be the emotional problem. Expresg
empathy for what this means to her,

* Remember that people are most often angered and frustrated at
a personal level by perceived deception, unfairness, humiliation,
or loss of pride and lack of respect.You can avoid these land
mines by focusing discussion on the issues and the problems in-
stead of on individuals and their personalities,

If none of these suggestions work, you might call for 4 break in
the negotiations or try to make arrangements to work with a nego-
tiator who is less emotional, if that i possible. Otherwise, suggest that
the negotiations proceed with a neutral, third-party facilitator.

Summing Up

Mental errors by negotiators can result in no deal or a bad deal. This
chapter has examined five common mental errors.

* Escalation—that is, irrationa] escalation—is the continuation of
a previously selected course of action beyond the point where it
continues to makes sense. Some people commit this error be-
cause they cannot stand losing. Others fall prey to auction fever.

* Partisan perception is the psychological phenomenon that
causes people to perceive truth with 4 built-in bias in their own
favor or toward their own point of view,

* Irrational expectations are an errop insofar as they eliminate
zones of possible agreement.
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» Overconfidence in negotiating 1s dangerous. It encou.rages ne-_
gotiators to overestimate their strengths and undeljestlimate tlhelr
rivals. It is reinforced by groupthink, a modct of .thmkmg c}rl_ven
by consensus that tends to override the? motlvatlon. to reahslt)l— )
cally appraise alternative courses of action. The antidote to. ot
overconfidence and groupthink is to have one or more objec-

tive outsiders examine one’s assumptions.

o Unchecked emotions are frequently observed in business nego—
tiations, and generally result in self-injury. Among t-he remedies
recommended in the chapter are a cooling-off period and the

use of an objective moderator.
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the flattening of organizations. Flatter organizations and wider spans
of management control have dispersed power, giving lower-level man-
agers and employees greater autonomy for action and decision mak-
ing. With power thus dispersed, negotiation has replaced “you will do
this” with “here’s what needs to be done” as a means of focusing re-
sources and getting work accomplished. This results in negotiated so-
lutions between parties who need to maintain strong relationships.

The change within organizations is paralleled by changes befween
them. Companies are less inclined to pit one supplier against another
to extract the best deal. Instead of squeezing their suppliers, many
leading companies are viewing them as long-term partners. At the
same time, companies have entered into many more joint ventures
and strategic alliances—deals in which relationships must be man-
aged with care.

Harvard professor John Kotter underscores the importance of

relationships and their features:

Good working relationships based on some combination of respect, ad-
miration, perceived need, obligation, and friendship are a critical source
of power in helping to get things done. Without these relationships, even
the best possible idea could be rejected or resisted in an environment
where diversity breeds suspicion and interdependence precludes giving

orders to most of the relevant players.'

The importance of good relationships changes how people deal
with each other when they negotiate. It moderates extreme value-
claiming behavior. Why? There are three reasons:

1. Future transactions of real value are anticipated: Being too
greedy today would risk losing those valuable transactions.

2. Reciprocity by the other side is expected: You give a little in
this transaction in the expectation that the other party will
help you later.

3. A good relationship engenders trust: Trust reduces the cost of
monitoring compliance and nitpicking adherence to the terms

of an agreement.
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How Perceptions of Relationship Value
Affect Negotiations

Obviously, negotiations between parties who value their relationshjp

will be different from thoge between parties who place no valye o

the relationship. Consider these examples:

After three years of constant disagreement and bickering over how 1,
run their make-to-order dress shop, Phyllis and Sharon are breaking up
their business partnership. Each blames the other for the split, and each
Is too bitter to speak with the other about how they should allocate re-
sponsibility for the shop’s assets and liabilities,

Acme Sound Corporation and one of its first-tier parts suppliers Waltham
Widgets, are negotiating a dispute mvolving a particular Jo of 1,000
transistors. “TWe’ye experienced a high level of warranty claims on ap-
Dplifiers that incorporated those parts,” says Acme’s purchasing manager,
“Our analysis points to Waltham’s transistors as the root cause, and
we've suffered financial losses owing to warranty claims and damages to
our reputation for quality stereo equipment.” Waltham’s representative
doesn’t see it that way. Nevertheless, the two patties are working fo re-

solve their differences in ways that will not impinge on theiy ability to
continue their business relationship.

The disputants in each of these examples have relationships, but they
treat them in starkly different manners. Phyllis and Sharon are nego-

Acme Sound and Waltham Widgets likewise have 4 relationship,
one that each values, As 2 manufacturer, Acme knows from experi-
ence that a new and untested supplier can jeopardize jts operations.
In its view, finding reliable suppliers and learni
is the best way to stabilize its production.WalthamWidgets has a sim-
ilar opinion. As a result, each is willing to temper its desire for total

victory in the dispute. “Waltham has been an important partner in
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r growth over the past twelve years, and this is Ocli_ll‘ first reefl prob—

f ]jn with them,” says Acme’s purchasing manager. “But .qua'hty is ;-0

i;portant in our industry that any lapse must be deaﬂt with immedi-

ately and directly. We have to juggle the-se ltwo .facfs‘.‘A _—
Waltham’s representative voices a similar hne.. lc‘me is an )

t customer, and our people work closely with it in everyt}?mg
iy ew product design to just-in-time delivery. We don’t believe
gl(::lotr transistors were the source of their problems, and ;fe Wz:f
to work with them to prove it—and to find where the problem
maﬂ’}l:l'(l): (\:rjtidt-o be claimed in both examples can be envisione-d az
a fixed pie, as shown in figure 8-1. Phy]#s and_, Sharonls?e l:hsat1 a};lee aa
100 percent monetary value, and each is trying to. claim Iztionfhip
piece as possible. As far as they are concer.ned, there is no re -y
value. The stereo company and its supplier, however, recog?llk S
both monetary and relationship values are at stake. And- eacd notire
that being too aggressive in claiming monetary value will reduce
relatll\(T);l:i,u E;i}su Zne important complication: Although both {’sclme
and Waltham recognize relationship value as parT: of thelneg}(l)tlatlo:
dynamics, it’s very likely that neither party sees it to quite the sam

FIGURE 8-1

Monetary and Relationship Values

-

Monetary
Value
100% I
Monetary ) /
vele Relationship /
; s. Waltham
Phyllis vs. Sharon Acme v
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degree. One will most certainly value the relationship more highly
than the other. It’s also very likely that the following are true:

1. Neither side can quantify its view of relationship value, In fact,
the assessment of value is likely to vary among individuals
within the same company. For example, the Acme purchasing
manager may have very different perspectives on the Waltham
relationship than the Acme financial officer. The financial offi-
cer will be more interested in monetary measures. The purchag-
ing manager will also be concerned with dollars and cents, but
she will also place a value on the supplier’s delivery reliability,

defect rate, and ability to quickly scale up production in re-
spomnse to customer demand.

2. Neither side can know how the other assesses the relationship
value. For example, Acme’s purchasing manager may have her
own thoughts about the relationship value, but she cannot
know with any certainty how Waltham, as 2 company, values its
relationship with Acme. “Do they value our relationship so

highly that they’ll cave in on our demand for monetary dam-
ages?” she wonders.

These two forms of uncertainty will affect the tactics and intensity of
how each side negotiates with the other.

Now consider the negotiations in which you are presently en-
gaged, and try to answer these questions:

* How greatly should relationship value influence my negotiating
goals and tactics? Your answer should be framed by two con-
siderations: (1) the extent to which you will deal with the other
side in the future, and (2) a rough calculation of the present
value of benefits you anticipate receiving through future deal-
ings with this party. Obviously, if you are unlikely to deal with
this party again, there will be no relationship value to worry
about. Value claiming should be your goal. But if the opposite is
the case, you need to make a mental tally of the future benefits,

and develop a strategy for value creating and sharing between
both parties.
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+ To what extent does relationship value matter to the party with
whom I'm dealing? If you can answer this, you’ll know how far
you can push in claiming value for yourself. In determining the
answer, put yourself in the shoes of the other party and aPply
the two framing considerations discussed earlier: the h'kehho-o?l
of future dealings with the other side, and an estimate of antici-
pated future benefits from those dealings.

Doing It Right

Negotiating expert Danny Ertel underscores the problems associated
with negotiations in which elements of the deal and the relationship

are intertwined:

[Negotiators] fear that if they push too hard to get the best d'eal posﬂlsible
today, they may jeopardize their company’s ability to do business with
the other party in the future. Or they fear that if they pay too much
attention to the relationship, they’ll end up giving away too much and
make a lousy deal. Though natural, such confusion is dangerous. It
leaves the negotiator open to manipulation by the other party.?

The danger of manipulation is obviously greatest wh-en one
party values the relationship and the other does not. Ertél gives Fhe
example of an accounting firm that must annually renew its al.ldltlng
contract with a major client company. The client is interested in (?ut—
ting a lower-priced deal, while the accounting firm is interested 1'1'1 a
long-term relationship. So when the client demands ailowe_r price,
the accounting firm capitulates for the sake of the relationship. Sev-
eral years of this, however, make the relationship profitless for the ac-
counting firm. |

Is this reminiscent of your negotiations? If it is, you might con-
sider the actual value of your relationships with those particular cus-
tomers. How profitable are they? “Over the years,” writes Ertel, “I
have asked hundreds of executives to reflect on their business rela-
tionships and to ask themselves what kind of customer they ma.lke more
concessions to, do more costly favors for, and generally give away
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more value to”” Their usual response, he reports, is that concessiong
are made to the most difficult and least valuable customers—and g]-
ways in the vain hope that the relationship will improve!

How can you avoid falling into this same trap? Ertel’s advice is to
distinguish between the deal and the relationship—that is, to draw 5
clear distinction between the components of the deal and the com.
ponents of the relationship. It may help to create a list like the one i
table 8-1, where one column itemizes all the deal issues and the
other does the same for relationship issues.

Don’tlook at the negotiation as a seesaw in which improving the
relationship must result in 2 loss in the deal itself. Instead, they should
rise or fall in tandem. According to Ertel,

A strong relationship creates trust, which allows the parties to shaye in-
Jormation more freely, which in turn leads to more creative and valuable
agreements and to a greater willingness to continye working together,
But when a deal is struck that is not very atiractive to one or both par-
ties, chances are that they will invest Joss time and effort in working to-
gether, they will become more wary in communicating with each other,
and their relationship will grow strained.*

TABLE 8-1

Categorizing the Issues in a Negotiation
Deal Issues Relationship Issues

Price at different volume break points Recognition of mutual long-term goals

Service agreements Recognition of individual goals and interests

Replacement of obsolete equipment Future opportunities for collaboration
Disputed resolutions Continued trust and respect
Termination terms

Assignment of the vendor’s responsibilities
under the contract

Source: Adapted with permission from Danny Ertel, “Turning Negotiation into a Corporate Capability,”

Harvard Business Review, May-June 1999, 62.
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Figure 8-2 illustrates Ertel’s view of the deal-relationship cycl‘e.
In the “usual way,” exploitation of the deal by onie part?r createsha \;—
cious circle of distrust and a withholding of information. Bot ]tl e
deal and the relationship eventually suffer. A zer-ofsum mentaftg;
eventually prevails. In the “better approach,” negotiators do not eli
compelled to trade a good relationship for a good deal. As ; resxtlh;
they trade information and creative ideas Mot freejly, expar_l ing ‘
possibilities of the deal. This leads to a virtuous c1rcl.e of improve
trust and deals that satisfy the core interests of all parties.

FIGURE 8-2

The Deal-Relationship Cycle

The Usual Way

Confirm

Suspicions and ~
/ Perceptions T

Reduce Risk
Restrict Taking and
Information Creativity
Flow /
\ Create
Underinvest in - Low-Value
Relationship Deal

A Better Approach
Improve
Mutual
/ Understanding \
Expandf
Share Scope 0
Information Discussions
About Interests /
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i jation i bility,”
Source: Adapted with permission from Danny Ertel, “Turning Negotiation into a Corporate Capability,
ol ;
Harvard Business Review, May—June 1999, 64.
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If relationships rank high among your organization’s strategic

- . Summing Up
goals, be forewarned that you could pay a personal price in pursuing

\ them. Why? Because many companies still talk out of both sides of This chapter examined the relationship value that is part of so many
’ their mouths. On the one hand, they say that long-term relationships of today’s agreements, both between separate entities and between
matter. On the other hand, they generally reward negotiators for de- employees of the same organization.
livering on monetary or other measur»able values: the most advanta- R W
geous settlement, the lowest-cost supplier contract, th_e most favorable term links with suppliers are two important reasons why rela-
contract terms, and so forth.We’ll talk more about this problem—and

later in this book tionships matter in many of today’s negotiations.
its remedies—Ilater in this book.

* Relationship value moderates extreme value-claiming behav-
ior. Negotiating parties understand that trying too hard to
claim value today will risk losing opportunities for claiming
value in future transactions.

Tips on Managing Relationship Value

If you want to keep arelationship on an even keel, manage it as

you would any other activity that matters to you. ¥ Par.tres who perceive no relationship value will aggressively |
; : claim value.
e Create trust. Trust is created when people see tangible evi-
dence that one’s words and actions are in harmony. So avoid * Even when both parties recognize a relationship value, there is
making commitments you may be unable to honor, and al- likely to be an imbalance in how strongly each party feels about
ways do what you have committed to do.Trust is also created that value. This can lead to manipulation of the party to whom
when you acknowledge and demonstrate respect for the the relationship matters most.

other party’s core interests.

* Negotiators must separate the deal from the broader relationship. '

¢ Communicate. The different parties should communicate

. their interests, their capabilities, and their concerns to each
other. For example, if you agreed to complete a customer
survey for the marketing vice president within thirty days
but have hit a logjam, communicate that information to him.

s+ Never sweep mistakes under the rug. Mistakes are bound to
happen. Acknowledging and addressing them—quickly—is
always the best course of action.

o Ask for feedback. If everything appears to be going as planned,
never assume that the other side sees it the same way. Be

‘ proactive in uncovering problems. The other side will respect

| you for it. Ask questions such as these:“Is everything hap-

| pening as you expected?” “Are the parts reaching your plant

on schedule?”“Did my report cover all important points?”
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Whose Interests Come First?

Key Topics Covered in This Chapter

Why people engage agents to represent
them in negotiations

The problems of informational asymmetries,
divided interests, and conflicts of interest—
and how to deal with them




N S O_tME CASES, people and organizations represent their
own 1nterests, In many other cases, however, they are repre-
"L sented by others. These others may be independent agent
contracted to represent one of the parties. They may be Iglo ]
?’ndependent agents—that is, employees—charged with represenr::
ing their companies. Or they may be officials of an organization
such as a labor union, whose responsibility is to represent the inter’
ests of their members. This chapter considers the role of thes;,
various agents and potential problems that arise from their use

Independent Agents

An agem-t is a person charged with representing the interests of another
(a principal) in negotiations with a third party. Many professionals—
lawyers, a(.:countants, brokers—enter into contracts to represent oth-
ers. Consider the lawyers role in a divorce settlement. We might
describe the lawyer as an agent since he or she represents a cljen::%r in
return for a fee. Think of a typical lawyer in a divorce case. She has no
involvement with the client except insofar as she has been engaged to
represent the client in a highly defined manner:in drafting legal doc-
uments, drawing up positions, and negotiating a settlement with the

other side—and possibly representing the client in court.

| In theory, the lawyer in the divorce case must put her personal

interests on the shelf and represent only those of the client. By both

statute and custom, she has a fiduciary responsibility toward the client

to do so. In practice, no human being is capable of acting as the perfect

;
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agent of another. The lawyer will have concerns about time and rep-
gtation that will inevitably influence what she does.
Generally, people hire an independent agent to represent them

for either or both of the following reasons:

« The agent has greater expertise. Engaging the services of an
agent is usually a good idea when the other side 15 more expe-
rienced, more knowledgeable, or a sharper bargainer than you.
For example: Nineteen-year-old Billy can put a basketball
through the hoop from anywhere on the court, but he doesn’t
know a thing about contracts or how much he might be able
to get from a major basketball team. R ecognizing his own
shortcomings in this area, he hires an agent who has knowledge

and experience in contract negotiations to represent him.

To put some distance between oneself and the other party. Will
you be bargaining with a friend or valued business associate? If
you are, are you prepared to drive a hard bargain? Probably
not—doing so could damage that important relationship. By
engaging an agent, you can put some distance between yourself
and the other side, thereby avoiding some (but not all) relation-
ship complications. Consider the case of Veronica, a best-selling
romance novelist. She is ready to negotiate a contract for her
next book, The Breathless Duchess. To avoid straining her work-
ing relationship with her editor, Tony, she engages a literary agent
to represent her in contract negotiations. Since the agent is nota
friend of Tony, he’ll have no reluctance in pressing for the
largest royalty advance and the best possible deal for Veronica.

Non-Independent Agents

Some individuals act as non-independent agent representatives in
negotiations. A purchasing manager negotiates regularly with suppli-
ers on behalf of his employer. He acts as the employer’s agent but, un-
like the lawyer described earlier, is part of the organization on whose
behalf he is negotiating. The same can be said of the union represen-
tative seated at the collective bargaining table, and of the corporate

I —
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a .
Vertising manager whose Jjob is to select an ad agenc q . , .
ate terms of payment and the timing of delive Y and negqy Fred and Jane like what they've heard, and their phone calls to
& clients of As You Like It assure them that the company can deliver on

its promises. “A deal with AsYou Like It would help us modernize our

supply chain operations,” says Jane, “and give us a real opportunity to
Agency Issues move inio fast, mass-customized production.” Fred agrees, adding that

the deal would reduce materials inventories and their associated costs.
“TWe’ll pay mote to do business with this supplier, but we’ll be gaining

Reegardless of
whether the a o
gent is independent
Or a member
o veal advantages in manufacturing and more rapid customer delivery.”

3 " i =
ones I)Iga 1 23“()“ 1 1¢ (]f:( 15101 I() ])e leplesel]ted by alloth.fl Ose
3 P Ses

some big ch i
g challenges. These flow from Information asym i : | |
ymmetries, dj In this example, Fred and Janc have gathered some very important i~

vided interests amon B _

i principals, and conflicts of interest. formation in their negotiating sessions with AsYou Like It represen-
Information As . tatives. That .information has opened t}_leir minds to- opportumjtie.s to
Ymimetries improve their approach to manufacturing and has given them insight
Information asymmetry simply means that o that would make it possible to move beyond win-lose negotiations to
mation than the other. This can be a probr]l: le a;?] has n":‘OI'ff infor- something capable of creating greater value. The company’s decision
more information than the agent, then the a - CeEp rincipal has makers, however, are not privy to this information and its nuances.All
best to represent the principal. More oft geﬁt may not know how they know is that doing business with this new supplier will cost them
whether independent or non-independ =, owever, the agent— mote money. “I'm starting to wonder if Fred and Jane know what
share of information. Some of this inﬁ)rm;:lilct)n—g ossesses the greater they're doing,” says the CEO.The information asymmetry has sepa-

SUPELIOT expertise; other critical information i Q“IZS fronﬂ.l the agent} rated the principals from their agents, creating a gap of distrust.
the negotiating table itself. The " s often Plcked up at How can principals and their agents avoid the problems caused

gENts greater information can cre- by information asymmetries? Here are some suggestions:

ate a problem of trust between the

rinci
Consider this example: principal and the agent.

» To the greatest extent possible, principals should give agents in-

formation about interests—what they care about.
[
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1 ]Ed is the Y dast andger jo oNnzo J Hrnitu a mak
e 3 €
f

urnitire g '
fi nd work cubicles. He and Jane, the company’s ; . : .
manager, have been delegated to negotiate with A ¥ manufacturing » Agents should regularly communicate information gathered at
i 3 € wi : s _ : .
specialized supplier of materials to the Kbt .5;/0” Like It, Inc., a the negotiating table. That information should be discussed, and
rniture ) . : i
maustry. The two com- the agent should ask,“In light of this new information, how

panies have not done business before.
should I proceed?” ‘
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ch. Fre ':

and Jane, however, are beginn; an
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e g gt qm ‘;ha'f low'-przce practice. As Yoy Many agents face the challenge of serving divided internal interests.
S " 3; ab}:r:m Z};ust—m-nme delivery and Not every organization—be it a union, a company, or an operating
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be made? Are the interests of other con
ticular deal?

Consider this example:

As a bargaining agent Jor the Pet Groomers Union, Local Numbey 1,
located in Anoka, Minnesota, Hugh dis
a diverse set of interests. The local union is primarily concerned wig,
safety issues. “The members want Sull-body chain mail whenevey they
have to work on cats” the local’s president told him during a briefing.
“Have you ever tangled with an 1 8-pound tomcat with an attitude?”
Hugh can see the local union’s point, but he also has to consider

the larger issues of pay, benefits, and working conditions. If he trades off
any of those values in resolving the safety issue Jor this one group, he’ll

be setting a precedent tha could create problems Jor other Pet Groomer
locals that have different interests,

covered that he had to represent

There is no easy answer for how to handle a situation such as Hughs.
Politicians face the same problem every day and usually try to solve it
by promising to give something to everyone.This is rarely possible in

the commercial sphere, where constraints cannot be legislated away.

As discussed in the previous section, the best solution js commu-

nication with constituents—ﬁcommunicati

regarding priorities. In these Instances, the agent has to act as an ed-

ucator, helping constituents understand external realities. Sometimes
the agent must be a coalition builder.

on that aims for consensus

Conflicts of Interest

The third major issue in the principal/agent relationship is the fact

that every agent is bound to have a personal agenda, and that agenda
may conflict with the principal’s agenda. Michael Watkins and Joel
Cutcher-Gershenfeld have used the example of sports and entertain-
ment agents to indicate how an agent’s personal interest may eclipse
his or her clients’ interests, “These agents may even court controversy
Or engage in other behaviors designed to attract future clients—with

neutral or negative implications for the present clients they ostensi-
bly represent.’t Ambitious sports and entertainment agents are not

stituencies at stake in a par-
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I esentatives who may be tempted to direct n_egotiations
i replz fit themselves. Consider a business executive Cha-rgt?d
m'ways that‘ ?n: an important deal. If several constituencies within
“Tlth negouaﬂ?l:ve stakes in the outcome, this executive may be
:;;?:;ptzn};roduce a good result for whichever constituency can
cht'l:i::ancee}n cS)fC ;r:;;.lem is observed repeatedly, and at the very

ichest Sleifyefis. CEOs, for example, are, at bottom, agents of share-
hlgld::s They are hired to maximize shareholder wealthhand ‘::
}blzund by a fiduciary duty to d0d§0. T;:a:n cj.:lt\zresl1:it1}11012ﬂ;vv:erk;
prevented many CEOs ﬁom awarding . & e

i rt retirement deals with corpor . |

| Cléi?i';\ltf:jpames (and shaIeh(—)lders) use in(?zntl\i::s; ;ipai:s‘g;
the interests of agents with their own mterest:?.T}.le 1 e}zlt B
concept: The agents only do well if the orgamzetlons t Ze Sl
do well. Bonuses, profit sharing, an‘d stocl? Optl-OI;S- f:;re ! topimple_
tools of alignment. However, this simple idea }.rs]f 11d 11’(::te sl
ment in practice. Watkins and Cut-cher—G_ershel e e e
not possible for a principal to de51.gn an mcent’:fc Csl N
fectly aligns an agent’s interests with her OWH.. o
performance system, and employeel-agents will mImrt; pwvele

their ingenuity into tactics for playing the game in i

Incentives may be imperfect as a tool for conﬂ; CIgW;gth o

havior, but they are better than no.thir_lg.When c};)x;q mS:ure o e
ful oversight and close communication, they he S ':; e that the
interests of principals will be adequately represented in neg

Summing Up

i i i ts of
An agent is a person charged with representing the interes
L ] a '
1 iati i arty.
another (a principal) in negotiations with a third party.

i iat ‘Nhen

i 5‘ uce
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* Information asymmetries, divided interests, and conflicts of

interest are three important problems in the agent/ principal
relationship.

Information asymmetry means that one party has more infor-
mation than the other. If the principal has much more informa.
tion than the agent, the agent may have a difficult time
representing the principal’s interests: in the reverse situation, the
I agent may discover value-creating opportunities that the prin-
| cipal does not understand or appreciate.

* Not every organization is of one mind as to its core interests,
This fact puts those who represent the organization into a diff-
cult position.

Principals face the problem of preventing agents from putting
4 agent interests ahead of their own. Incentive systems that align
the agent’s interests with those of the principal can help, espe-
cially when combined with oversight and communication.

Negotiation Skills

Building Organizational Competence

Key Topics Covered in This Chapter

Continvous improvement—Ilearning from
every experience

Building organizational capabilities for
negotiating

The characteristics of effective negotiators
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Processes are activities that turn inputs into outputs of higher total
value. The second pillar is that processes can be improved. They can be
made faster, cheaper, or more effective through analysis, redesign, and
the application of learning. Together, these two fundamental tenets
are the basis of continuous improvement, one of the most powerful
business ideas to emerge in recent times.

Continuous improvement can be applied to just about any
process in any industry. Motorola pursued continuous improvement
when it adopted Six Sigma Quality as the long-term goal of its man-
ufacturing program, eventually reducing product defects to just a few
in every million. Improved product quality has added billions of dol-
lars to Motorola’s bottom line over the years.

The concept of continuous improvement has spread to other
sectots of the economy and to other activities. Banks have used con-
tintous process improvement to reduce the time needed to approve
or reject a loan application from several days to several hours, with no
reduction in decision-making quality. Insurance companies have
done the same with claim processing. Continuous improvement also
applies to the manner in which individuals and organizations handle
their negotiations.

When applied to negotiations, the discipline of continuous 1m-
provement can develop the effectiveness of an organization’s internal
capabilities and, over time, improve bottom-line results. So why not
apply continuous improvement to the negotiation process? Just
jmagine how much better oft your own organization would be if
its negotiations with suppliers, customers, alliance partners, and em-
ployees were even 10 percent more effective than they are today.
Material costs would be lower. Relationships with customers and
partners would be stronger and more profitable. Collaboration
among individual employees and departments would reach higher
levels, producing major benefits for the organization as a whole. Each
of these improvements would certainly find their respective paths to

a stronger bottom line.

The first step toward continuous improvement in negotiations is
to treat negotiation as a process with a fairly universal set of process
steps, like those shown in figure 10-1 Whether a negotiation involves
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FIGURE 10-1
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« The outcomes of a negotiation are not always clear. For exam-
ple, the negotiator who negotiates a rock-bottom price with a
key supplier may not realize that he or she has soured an im-

portant relationship.

« In some cases, the true consequences of a negotiation cannot
be measured for many years.

« In learning from the negotiating experience, one cannot always
say,“This action produced these results.” The presence of many

uncontrolled variables makes such certainty impossible.

« Individuals may not have incentives to share their negotiating
know-how with others.

Nevertheless, experience, and the learning it produces, can help in-
dividual negotiators to improve their performance over time. And
lessons distilled from that learning can educate other individuals.

Negotiating as an Organizational Capability

Unfortunately, few companies apply continuous improvement to
their negotiations. Nor do they think systematically about their ne-
gotiating activities as a whole or of negotiating as a key organiza-
tional capability. Instead, they take a situational view, perceiving each
negotiation as a separate event with its own goals, tactics, partici-
pants, and measures of success. As a consequence, they fail to capture
learning for future use. By treating negotiating as an ad hoc activity
instead of an organizational capability, they never get better at it—

and they often pay a high price at the bargaining table.
An organization can improve its overall negotiating skill and

turn that skill into an important capability by heeding the following
guidelines:
« Provide training and preparation resources for negotiators.

» Clarify organizational goals and expectations regarding any
agreement—and when negotiators should walk away.
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e Insist that every negotiating team develop a best alternative to a
negotiated agreement (BATNA) and work to improve it.

¢ Develop mechanisms for capturing and reusing lessons learned

from previous negotiations.

¢ Develop negotiating performance measures and link them to
rewards.

Let’s consider each of these measures in greater detail.

Provide Training and Resources

In his article “Turning Negotiation into a Corporate Capability,”
Danny Ertel described how a Mexican bank, Serfin, was faced with
the task of renegotiating many loans in the wake of that country’s
1994 currency devaluation. “Desperate to improve its negotiation
process, the bank decided to take a new tack. It looked for opportu-
nities to standardize and codify its negotiation processes, to impose
some managenient controls, and to change the negotiator’s concession-
oriented cultures. In short, it set about building a corporate infra-
structure for negotiations.”"

Serfin began with a training curriculum that put its negotiators
in real-world positions. It followed up with the technical resources
that its “work out” negotiators would need in the field. These helped
with pre-negotiating preparation. Finally, it linked its negotiators
with the bank’ analysts, who were charged, for each particular case,
with defining the bank’s and the debtor’s interests, defining the bank’s
BATNA, and developing a set of creative options for resolution.

Companies that aim to increase their negotiating capabilities, as
this bank did, can likewise provide preparation checklists and access
to lessons learned from earlier negotiating experience. They can also
help novices gain experience through apprenticeship. Apprentices
assigned to more experienced negotiators can participate in actual
deals and develop a sense of how things happen. This “sense” is part
of the art of negotiating. Good negotiators are people who have
learned to recognize threats and opportunities in a background of
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unimportant clutter. They develop this pattern recognition through
experience. Apprenticeships give novices opportunities to develop
pattern recognition while freeing them from the risk of making mis-
takes. The same can be accomplished through the use of case studies
and simulations.

Clarify Goals and Expectations

When they begin negotiating with an outside party, negotiators
shouldn’t have to guess at organizational goals and expectations.
They should have clear direction from senior management. For ex-
ample, if management is concerned with improving profit margins
but fails to communicate that goal effectively, its field sales force may
be negotiating agreements with customers that discount prices to
win new accounts—just the opposite of what management wants.
The antidote is for management to be clear in its expectations, and
tell its negotiators when it expects them to walk away from a deal.
Negotiating goals must be aligned with organizational goals and sup-
ported with the right incentives.

Insist That Every Negotiating Team Knows Its BATNA

The concept of best alternative to a negotiated agreement has been
discussed throughout this book. A strong BATNA relative to the
other side gives negotiators bargaining power. And knowledge of
their own BATNA tells negotiators when it’s smart to walk away.
Companies should insist that their representatives have a clear un-
derstanding of their BATNA and that they have explored ways of
strengthening their best alternative.

Capture and Reuse Lessons Learned

The idea of capturing experience and reusing it in future analogous
situations is an essential part of the now-popular field of knowledge
management. Consulting firms, tax accounting firms, and other
knowledge-based enterprises have been pioneers of knowledge
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Thus, management nust create alignment between its goals and

how it measures and rewards negotiators. Danny Ertel provided Har-
vard Business Review readers with the example of a set of measures
used by an engineering and architectural services firm (table 10-1).
This firm was less interested in simply booking more business at
higher rates and more interested in a broader spectrum of financial
and relationship values. Management used those measures to evalu-
ate deal results and negotiator performance; employees used the same

measures to prepare for impending negotiations.
In view of this discussion, consider the measures against which

your organization evaluates and prepares for negotiations.

TABLE 10-1
A Broad Set of Measures for Evaluating the Success
of Negotiations

Relationship Has the negotiation helped build the kind of relationship that will
enable us and our clients to work effectively together over the

project’s life cycle?

Communication Do these negotiations help create an environment in which both
parties can engage in constructive, problem-solving conversations?

Interests Does the deal satisfy our interests well at the same time that it
satisfies our client’s interests to an acceptable level and the
interests of relevant third parties to at least a tolerable level?

Have we searched for innovative and efficient solutions with the

Options
potential for joint gain?

Have we used objective criteria to evaluate and select an option

Legitimacy
that can be justified by both sides?

BATNA Have we measured the proposed deal against our best alternative
1o a negotiated agresment? Are we confident that the deal satisfies

our interests better than does our best alternative?

Commitment Have we generated well-planned, realistic, and workable commit-
ments that both sides understand and are prepared to implement?

Source; Adapted from Danny Ertel, “Turning Negotiation into a Corporate Capability,” Harvard Business

Review, May-June 1999, 55.
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« Prepares thoroughly and uses each negotiating phase to prepare
further. In effective organizations, people come to meetings
prepared with facts and proposals. They don’t wing it. The
people who negotiate for themselves, their departments, and

the organization must be equally prepared.

* Uses negotiating sessions to learn more about the issues at stake
and the other side’s BATNA and reservation price. Negotiators,
like card players, must often operate in a fog of uncertainty. Ad-
vantage generally accrues to the parties who, through prepara-
tion and dialogue, gather the information that allows them to
penetrate that fog. One’s BATINA and reservation price are
generally knowable, and the other side’s can often be ascertained
through effective dialogue and away-from-the-table detective

work.

¢ Has the mental dexterity to identify the interests of both sides,
and the creativity to think of value-creating options that pro-
duce win-win situations. A really good negotiator confronted
with what others perceive as a zero-sum game can change that
game. He or she can help the other side see the value of sharing
information and expanding the universe of value opportunities.

* Can separate personal issues from negotiating issues. The
accomplished negotiator knows that it is not about him or
her—or even about the individuals sitting across the table. This
negotiator operates with objective detachment and focuses on

producing the best possible outcome.

* Can recognize potential barriers to agreement. Barriers aren’t
always obvious. A skillful negotiator ferrets them out and finds

ways to neutralize them.

« Knows how to form coalitions. Not every negotiator is dealt a
winning hand.The other side often has greater power at the
table. A good negotiator, however, knows that a coalition of
several weak players can often counter that power. More
important, he or she knows how to build such a coalition on

a2 foundation of shared interests.
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* Develops a reputation for reliability and trustworthiness, The
most effective negotiations are built on trust. Trust formed
through one phase of negotiation pays dividends in the next.

Good negotiators practice ethical behavior, They are as good
as their words.

With training and experience, you can develop these Characteristjq
and become an effective negotiator.

Sllmmillg Up

It’s one thing to develop one’s individual negotiating skills. Develop-
ing the negotiating skills of an Organization at many levels is 1 very
different challenge, but one with great potential rewards. This chap-

ter explored that challenge from several perspectives,

* The discipline of continuous Improvement can develop the ef-
fectiveness of an Organization’s internal capabilities and, over
time, improve bottom-line results. This same discipline can be
applied to the negotiation process.

* The first step toward continuous improvement in negotiations
IS to treat negotiation as g process with a fairly universal set of
Process steps: pre-negotiations, preparation, negotiations, agree-

ment or nonagreement, postmortem learning, and learning

capture. Learning capture feeds back to the next negotiating
experience. The second Step is to organize to learn from the

process as it takes place, and at the conclusion of the negotia-
tion itself.

* An organization can improve its overall negotiating skill and
turn that skill into an important capability by doing the follovw-
ing: providing training and preparation for negotiators, clarify-
Ing organizational goals and expectations from any agreement
and clarifying when negotiators should walk away, insisting that
€Very negotiating team develop a BATNA and work to improve
it, developing mechanisms for capturing and reusing lessons
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APPENDIX

Useful Implementation Tools

This appendix contains several worksheets that can help you as you
prepare for and engage in negotiations. You can find these and other
tools online at the Harvard Business Essentials Web site: www.elearn

ing hbsp.org/businesstools.

. Preparing for a Negotiation. Use this worksheet to track the

outcomes of each step in preparing for a negotiation. (Circle
“ves” after all items within a category are completed.)

 Identifying Your BATNA. Complete this worksheet to identify

your BATNA (best alternative to a negotiated agreement) and
find ways to improve it.

. Setting Your Reservation Price. This is your “walk away” price.

Use this worksheet to examine the variables that can determine

your reservation price.

. Assessing the Other Side’s Position and Interests. How much

do you know about the other side? What is their BATNA?
What is the least favorable point at which the other side would
accept a deal (their reservation price)? Their underlying inter-
ests? Use this worksheet to summarize your knowledge of the
other side. Examine your findings for key negotiation points.

. Authority—Theirs and Yours. Use this worksheet to determine

and confirm the authority level you have and the authority
level of the person or persons with whom you will be negotiat-
ing, so that you can plan accordingly.
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EXHIBIT A-1

Preparing for a Negotiation

Have you. .. Thought through what would be a good outcome?

What do you hope to accomplish through the negotiation?

What would the best result ook like?

What outcomes would not be palatable?

Why would these outcomes not be palatable?

Yes

- - - Assessed your needs and interests?

What you must have

» - - Identified and improved (if possible) your BATNA?

What is your best alternative to a negotiated agreement?
(See the “Identifying Your BATNA” worksheet.)

What are the ways you might be able to improve your BATNA?

Yes

W Determiqed your reservation price?
(See the “Setting Your Reservation Price” worksheet,)

What is it?

-« . Evaluated the trade-offs between issues and interests?

Issues you care most about? Terms you care most about?

Yes

Appendix
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Preparing for a Negotiation

.. . Assessed the other side’s people, BATNA, and position?
(See the “Assessing the Other Side’s Position and interests” worksheet.)

The people for the other side:

Yes

Their business circumstances:

What, specifically, they want from this deal:

The value this deal has for them:

The availability of a replacement deal:

... Anticipated the authority issue? Summarize . ..
(See the “Authority—Theirs and Yours” worksheet.)

Your understanding of the level of authority of representative(s) at the table for
the other side:

Yes

The kind of deal you are authorized to make:

... Gathered the external standards and criteria relevant to the negotiation? | Yes
(In this deal, what standards and criteria are considered “fair and reasonable”?)
External standards:
Relevant criteria:
Yes

.+ - Prepared for flexibility?
(Is there linkage between issues? If “yes,” which ones?)

Source: HMM Negotiating.
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EXHIBIT A-2 .
Identifying Your BATNA ’ : .
fying Setting Your Reservation Price
1. What are your alt ki i
y ernatives to a negotiated agreement? 1. Explore the variables that affect your reservation, or “away,” position.

Identify your best alternative.

Make a list of what your alternatives will be if the negotiation ends without agreement. What s th | ] s Gablag
at is the value to you of the deal on the table?

Ts

How does this compare to the value of your BATNA?

2,

What other values or stakeholders need to be considered?
3.

If there is a dollar number involved in the negotiation, what is the lowest amount that
4. you can consider?

Review the list. Which of these alternatives would be best? What are the minimum non-dollar terms that you would consider?

2. Evaluate the trade-offs between issues and interests.

2. What could improve your BATNA? i
p y NA? Consider. . . Which issue(s) or term(s) do you care most about?

Are there any better arrangements you can make with other suppliers/partners/ _‘
customers?

Are any of these issues or terms linked? (That is, does more or less of what you want
on one issue give you more or less flexibility on any of the others?)

| E;hi:;eHany ';Nay to remove or alter any constraint that makes your current BATNA bad?
" at? How?
How much of what you want on one issue or term would you trade off against another?

' |
s there any way to change the terms i i
BATNA? What? Howr? 9 you bring to the table that could improve your Are there different package deals that would be equivalent in value to you?

!

| |

{ 3. Write what your “new” BATNA will i T - 3. Articulate the parameters of your reservation price.

' v be, if you succeed in improving it. (The resulting terms or price create the context for you to evaluate alternative proposals.)

Source: HMM Negotiating.
Source: HMM Negotiating.
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EXHIBIT A-4
EXHIBIT A-5
Assessin ide’ iti
g the Other Side’s Position and Interests Authority—Theirs and Yours
To learn as much as you ca
n about the other side’s i
| concerns, have you . . . nterest and Yes | No Their authority: (Leam as much as possible about the indivicuals on ihe other side.)
il
[ I, 5 1. Contacted sources within the industry? 1 e sineregeleine EEET
I
2. Checked potentially relevant busi
r usiness publications?
l ' 2. What are the formal titles and areas of responsibility of the person(s) with whom
| 3. Reviewed their annual reports (and public filings)? e
‘ ) 4. Asked questions informally of i i
’ y of the negotiator or others within the company? 3, What are their ages/how long have they been with the company/what other relevant
| | ’ experience do they have?
‘ 5. Imagined what your interests, preferences, and needs would be if you

1
| Assess the i
other side’s BA&
| TNA. What do you know ... centered at the top, or Is it relatively decentralized?)

|
About the other side’s business circumstances?
Ho : i .
W strong is their financial performance? How are the negotiators viewed within the organization? (Are they generally respected
and listened to, or not? Rely on contacts outside the organization, if available.)

‘ What is their strategy?
6. What are their other interests outside of work? (i.e., sporis, hobbies, volunteer interests,

political orientation, children?)

were in their position?

How is the company structured? (is it hierarchical, with significant decision-making powers
|
3 What are their key corporate initiatives?

’ ‘ What competitive pressures d
o they face?
Your authority: (Confirm in as much detail as possible.)
What kind of a deal are you authorized to make? (Complete as appropriate.)

About the value this deal has to them?

Only a predetermined deal for which commitiee approval has been obtained? (If yes,
describe. If you can also negotiate something “better” beyond the predetermined deal,

what does the committee consider “better"?)

How important is this deal to the other side at this time?

s
s it necessary for them to meet a larger objective? (Describe the objective.)

‘ About the availabili
ty of a replacement deal? Only a deal that meets certain objectives? (What are the objectives? Do you have freedom
to structure the deal in the best way you can?)

Is what you offer easy to find elsewhere?

Would the commitiee prefer that you bring a deal back for formal review and approval?

Can it be obtained in time to mest their deadlines?

il
Have th i ! —

\i ( ey already obtained bids from or initiated informal negotiations with anyone else?

| l Consi ' Is your authority limited on dollar issues but not on other creative options without
onsid ; T 249 ; P ol

| er the terms the other side would like ta see for the deal. significant financial implications?
il | What broader business objecti

| objectives woul i i

ould the other side [lke 1o see served by this deal? Are you authorized to provide information about your company's needs, interests, and
preferences if the other side engages in a good-faith, reciprocal exchange?

‘|f
i | What terms of this deal could hamper their business growth?

Wh i
at terms might you offer that would benefit the other side (at a low cost to you)?
Source: HMM Negotiating.

|
=

Source: HMM Negotiating.
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Glossary

AGENT A person charged with representing the interests of another in
negotiations with a third party.

ANCHORING An attempt to establish an initial position around which
negotiations will make adjustments.

BATNA Acronym for “best alternative to a negotiated agreement.” Know-

ing your BATNA means knowing the options of what you will do or
what will happen if you do not reach agreement in the negotiation at

hand.

BLUFFING A tactic in which one party in a negotiation indicates that it
may be willing to do or accept something that it actually has no inten-
tion of following through on. For example, a tenant may bluff that he
will not renew his lease unless certain improvements are made to his of-
fice space.

COMPLIANCE TRANSPARENCY  The ability to monitor compliance with
the terms of an agreement from the outside.

DIE-HARD BARGAINERS People for whom every negotiation is a battle.

DISTRIBUTIVE NEGOTIATION A type of negotiation in which the parties
compete over the distribution ofa fixed pool of value. Here, any gain by
one party represents a loss to the other. Popularly referred to as a zero-

sum negotiation or win-lose negotiation.
EXPLODING OFFER  An offer with an expiration date.

GROUPTHINK A mode of thinking that engages members of a cohesive
“in” group. Groupthink is driven by consensus and tends to override the
motivation to realistically appraise alternative courses of action.

INFORMATION ASYMMETRY A situation in which one party has more

information than another.

155




156 Glossary

INSECURE AGREEMENT An agreement that is hedged or more narrow
or limited than it would otherwise be because of lack of trust between
the negotiating parties.

INTEGRATIVE NEGOTIATION A type of negotiation in which the parties
cooperate to achieve maximum mutual benefit in an agreement. Long-
term partnerships and collaborations between colleagues are often char-
acterized by integrative negotiation. More popularly known as a win-win
negotiation.

INTERESTS The goals underlying a party’s negotiating position.

IRRATIONAL ESCALATION  Per Max Bazerman and Margaret Neale, con-
tinuing a previously selected course of action beyond what rational
analysis would recommend.

MULTIPARTY NEGOTIATIONS Negotiations that involve more than two
parties. Such negotiations can differ significantly from two-party nego-
tiations, especially when coalitions—alliances among parties that wield
less power separately than they do together—form among the parties.

MUILTIPHASE TRANSACTIONS Negotiations that will be implemented in
phases, or that have the prospect of subsequent involvement in the fu-
ture. The context of the negotiations allows parties to negotiate based on
follow-through and continuing communication.

NATURAL COALITION A group of allies who share a broad range of com-
mon interests.

NEGOTIATOR’S DILEMMA The tension caused by the negotiator’s at-
tempt to balance competitive strategies—trying to discern when to
compete where interests conflict, and when to create value by exchang-
ing the information that leads to mutually advantageous options.

PARTISAN PERCEPTION The psychological phenomenon that causes
people to perceive truth with a built-in bias in their own favor or toward
their own point of view. For example, both teams in a baseball game may
perceive that the umpire was unfair to their side.

POSITIONS What the parties in a negotiation are asking for—in other
words, their demands.

PROCESSES  Activities that turn inputs into outputs of higher total value.

RESERVATION PRICE The least favorable point at which a party would
accept a negotiated deal. The reservation price is derived from, but is not
usually the same thing as, the BATNA. Also known as walk-away.

Glossary 157

SINGLE-ISSUE COALITION A group whose members may differ on other
issues, but who nevertheless unite (though often for different reasons) to

support or block a certain particular issue.

STRATEGY A planned sequence of how one is going to approach a nego-
tiation, including what the negotiator will offer and ask for (give and get).

TACTICS The specific methods for implementing a strategy.

TRADE OFF To substitute or bargain one issue for another; this tactic is
often used in sales negotiations.

WALK-AWAY  See reservation price.

WIGGLE ROOM The flexibility that may exist in a particular offer,
whether it has to do with money or time frame. If you have no wiggle
room, you should strongly convey the message that this is your best offer.

WIN-LOSE  See distributive negotiation.
WIN-WIN See integrative negotiation.

WINNER'S CURSE  After a deal has been reached, the nagging conviction
that one could have negotiated a more favorable deal.

ZERO-SUM NEGOTIATION  See distributive negotiation.

7ZOPA Acronym for “zone of possible agreement.” This is the area in
which a potential deal can take place. Each party’s reservation price de-
fines one of the boundaries of the ZOPA. The ZOPA itself exists, if at

all, in the overlap between the parties’ reservation prices.
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| Notes and Articles

Conger, Jay. “The Necessary Art of Persuasion.” Harvard Business Review
OnPoint Enhanced Edition. Boston: Harvard Business School Publish-
ing, 2000. Persuasion is a major part of any negotiation. This article
explains the four essential elements of persuasion: (1) establishing credi-
bility, (2) finding common ground, (3) providing vivid evidence for your
position, and (4) connecting emotionally with your audience.

| Ertel, Danny. “Turning Negotiation into a Corporate Capability” Harvard

| Business Review OnPoint Enhanced Edition. Boston: Harvard Business

,r School Publishing, 2000. Every company today exists in a complex web

' of relationships formed, one at a time, through negotiation. Purchasing

and outsourcing contracts are negotiated with vendors. Marketing

i arrangements are negotiated with distributors. Product development

| r agreements are negotiated with joint venture partners. Taken together,

fv the thousands of negotiations a typical company engages in have an

enormous effect on both its strategy and its bottom line. But few com-
panies think systematically about their negotiating activities as a whole.
‘ : Instead they take a situational view, perceiving each negotiation to be a
separate event with its own goals, tactics, and measures of success. Coor-
; .‘ dinating them all seems an overwhelming and impracticable job. In real-
| | 7 ity, the author argues, it is neither. He presents four broad changes in
' II practice and perspective that, taken together, will let companies establish
iy closer, more creative relationships with suppliers, customers, and other
f partners.
: Harvard Business School Publishing. “How to Get What You Want.” Har-
'J vard Management Communication Letter, March 2000. How do you im-
prove your chances while negotiating? Start by understanding how you
can help or hurt your competition, and how they can help or hurt you.
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lens to this work on negotiation theory and practice. Their bottom-line
advice is much like that in Getting to Yes and The Manager as Negotiator
(see entries below), but they also weave in explanations and insights from
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Camp, Jim. Start with No. New York: Crown, 2002. A contrarian approach

to personal and business negotiation problems. Of particular interest is
the author’s critique of the conventional win-win mentality advocated
by many other authors and consultants. Camp believes that this mental-
ity results in win-lose outcomes.

Fisher, Roger, William Ury, and Bruce Patton. Getting to Yes: Negotiating
Agreement Without Giving In.2d ed. New York: Penguin, 1991.The orig-
inal 1981 edition had a tremendous impact on everything from interna-
tional politics to professional schools and executive education courses in
negotiation. Getting toYes sets up a polemic between “positional bargain-
ing” and “principled negotiation.” The heart of the book articulates a
basic prescriptive framework for “principled negotiation” or “negotia-
tion on the merits”: Separate the people from the problem; focus on
interests, not positions; invent options for mutual gain; and insist on ob-

their interest
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Harvard Business School Publishing. The Manager’s Guide to Negotiation and

Conflict Resolution. Harvard Management Update Collection. Boston:
Harvard Business School Publishing, 2000. One of the most difficult is-
sues managers must deal with every day is negotiation in the broadest
sense. Whether it’s negotiating for a raise, or with your colleagues to pro-
mote a project, or more formally with other companies to find ways to
work together, this essential interpersonal task produces anxiety and
stress in most of us. This set of articles hits many key bases.

Lax, David A.,and James K. Sebenius. The Manager as Negotiator. New York:
Free Press, 1986. This book brings together scholarship and experience
in a useful way. It covers not only the basics that any manager, attorney,
or diplomat would need to know, but also discusses negotiations in situ-
ations of special interest to managers: negotiating in hierarchies and in
networks, with internal and external entities, and so forth.

Books Mnookin, Robert H., Lawrence E. Susskind, and Pacey C. Foster, eds. Ne-
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framework for understanding the complexity and outcomes of negotia-
tions by agents. The authors include among agents the following: legis-
lators, diplomats, salespersons, sports agents, attorneys, and committee
chairs. A book of chapters contributed by leading scholars and practi-
tioners, it examines five arenas in detail: labor-management relations, in-
ternational diplomacy, sports agents, legislative process, and agency law.

Watkins, Michael. Breakthrough Negotiations. New York: John Wiley & Sons,
2002. This excellent book presents principles that apply to business ne-
gotiations, and tools for achieving good results. Of particular interest are
the author’s approaches to diagnosing a situation, building coalitions, and
creating strategic alliances.

Zeckhauser, Richard J., Ralph L. Keeney, and James K. Sebenius, eds. Wise
Choices: Decisions, Games, and Negotiations. Boston: Harvard Business
School Press, 1996. Leading scholars in economics, psychology, statistics,
and decision theory grapple with strategic uncertainty and the question
of how to make good decisions. The papers in this collection address
topics such as individual decision making under uncertainty, games of
strategy in which one player’s actions directly influence another’s wel-
fare, and the process of forging negotiated agreements.

Other Information Sources

Fisher, R oger, William Ury, and Bruce Patton. Getting to Yes! Video Workshop
on Negotiation. Boston: Harvard Business School Publishing, 1991.
Videocassette. This video workshop is the next best thing to having
Roger Fisher as your personal negotiation trainer and coach. It brings
Fisher’s work to life and makes it easy to apply to your own situations.
You'll see more than a dozen vignettes that vividly illustrate how to turn
adversarial negotiations into mutual problem solving. The workshop
gives you everything you need to help you and your managers become
more powerful negotiators. Seven video segments take you step by step
through the key elements of successful negotiation and act as a spring-
board for role play.

elearning Programs

Harvard Business School Publishing. Influencing and Motivating Others.
Boston: Harvard Business School Publishing, 2001. Online program.
Have you ever noticed how some people seem to have a natural ability
to stir people to action? Influencing and Motivating Others provides ac-
tionable lessons on getting better results from direct reports (influencing
performance), greater cooperation from your peers (lateral leadership),
and stronger support from your own boss and senior management (per-
suasion). Managers will learn the secrets of “lateral leadership” (leading
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peers), negotiation and persuasion skills, and how to dist-inguish .between
effective and ineffective motivation methods. Through _mteractlve cases,
expert guidance, and activities for m@§d1ate apph(.:atlon at wodrk, th;s
program helps managers assess their ability to effectively persuade oth-
ers, measure motivation skills, and enhance employee performance.

Harvard Business School Publishing. Yes! The Online Negotiator. Boston:

Harvard Business School Publishing, 2000. Online program. Based on
the techniques developed by World—renownéd negotlatlcl)n expert
Roger Fisher and the Harvard Negotiation Pro;ect.and detaﬂlcd in the
best-seller Getting to Yes, this program helps you build strategies for. ef—
fective negotiation and conflict resolution. You'll negotiate in reahs-tlc
scenarios, see the consequences of your choices pléy out, and receive
coaching, feedback, and expert advice from RAoger Fxs.her and qther ex-
perts. Yes! The Online Negotiator includes three interactive scenarios: buy-
ing a house, acquiring a company, and making a sale.
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