Week 8, Session 1
Introduction to Negotiation
Negotiation:  A process in which two or more parties exchange goods or services and attempt to agree on the exchange rate for them.  

There are two general strategies:

Distributive Bargaining (also called Positional Bargaining).   This style assumes a FIXED PIE.  That is the parties believe there is only a set amount of goods or services to be divided up.   Therefore fixed pie negotiations are zero-sum games…every dollar in your pocket is a dollar out of mine.  

Integrative Bargaining.  Integrative bargaining operates under the assumption that there exists more than one settlement possibility.  This opens the possibility for a win-win.  In the unit on conflict resolution, we called this the “problem solving” approach.

It is generally considered that integrative bargaining is superior to distributive bargaining.  Is this true?  Can you think of cases in which either one might be superior?

Distributive:  


True Polarities


Actual Fixed Pies


Irrational parties


Small or insignificant stakes
Integrative: 


All other cases.

The Negotiation Process

1.  Preparation and planning

2.  Definition of ground rules

3.  Clarification and justification

4.  Bargaining and problems solving

5.  Closure and implementation

1.  Preparation:  What is the nature of the conflict or issue to be resolved?  What is the history leading up to it?  Who is involved and how?  What are their respective perceptions of the issues?  

In the preparation phase, you develop two important issues:  


What do I want?  


What will I settle for?

There is a third issue that does not lead directly to agreement, but you must consider:


BATNA  Best Alternative to a Negotiated Agreement

If I don’t settle, at what point do I walk away?  This is the point at which other options are more beneficial to me than the negotiated agreement.

Sadly, many negotiators SKIP step one.  These people have a name:  LOSER.  They tend to lose in distributive bargains.  Preparation is key to a successful negotiation.

2.  Definition.  Ground rules need to be established between parties.  Who will negotiate?   What are the time limits?  Where?  When?  Etc.  This can be formal or informal, but it will happen whether or not you plan for it.

3.  Clarification.  Initial positions are exchanged.  Parties will explain, amplify, clarify, bolster, justify and support initial demands and positions.  Documentation is presented.

4.  Bargaining…bargaining

5.  Closure.  A negotiated agreement is worthless if not implemented.  The parties determine HOW the agreement is to be brought into force.

Issues in Negotiations:

Roles and moods.  Mood matters.  Negotiators with a positive mood negotiate better outcomes than negotiators with an “average” mood.  Happy, upbeat negotiators tend to garner trust, a critical element in any negotiation.  Good negotiators tell jokes (when appropriate, and appropriate jokes!), smile, emphasize positive aspects of the negotiation, etc.

What about personality?  There appears to be no significant relationship between any particular personality type and success at negotiations.  A positive mode is not a personality type, it is a behavior.   So while being a happy negotiator works, you can be happy with a variety of personalities.  

Ego, on the other hand has been shown to have a negative effect.  This seems to be because the negotiator takes pride in appearing competent (face saving), and is therefore willing to sacrifice outcomes for face saving acts.  There are looking for personal confirmation rather than an acceptable outcome.

Gender:  Men and women tend to negotiate differently, but both are equally as likely to have a positive outcome.  

There is a belief that women are “nicer” and therefore are less successful in hard negotiations.  This perception is inaccurate.  In fact, there are nice men as well, so this can’t be considered a gender trait.  Rather, it is a confounding variable.  To see if gender is an issue, we must hold niceness as a constant, and factor it out of the measurement.  If niceness is removed, men and women are equally good at negotiation.  So, the issue is not whether or not the negotiator is a woman or a man, but whether or not the negotiator allows niceness to cloud negotiation issues.  

Unfortunately, this fact is so poorly understood that many women view themselves as bad negotiators.  This becomes a self-fulfilling prophesy.  If you believe you are bad, you become bad through lack of confidence.  Studies show that women are less satisfied with their performance in negotiations than men, even if their performance and the outcomes they achieve are the same.   How sad!
Cultural Differences

There are strong cultural differences and styles in negotiation.  Contrary to the approach taken by most manuals on intercultural negotiations, I don’t believe that it makes a lot of sense to try to “memorize” broad cultural differences in each cultural.  Rather, it is much more important to be able to quickly diagnose cultural problems.  The key to intercultural negotiation is double loop learning.  This is the ability to LOOK FOR and UNDERSTAND clues and cues in the behavior of a party from another culture.  Furthermore, part of phase one, PREPARATION, is getting ready for an intercultural negotiation.  
This process uses DEDUCTIVE reasoning.  For example, let’s say I were negotiation a trade agreement in China.  How would I approach the cultural issue?

1.  Look at material on broad cultural differences.

2.  However, don’t assume that these apply across the board to the other party.  This is a learned incapacity.  Nobody is a complete reflection of his or her culture.  

3.  Examine the biography of your counterpart.  Get to know him or her.  If you don’t have the possibility of doing this, begin the negotiation slowly and try to get to know the other person.

4.  Fit the broad generalities about cultures with the actual personality of the other party.  Don’t fall for stereotypes.

5.  Remember that the other party is also sizing up YOU.  It is arrogant to assume that we are the only ones who are worried about intercultural issues.  Also be clearly aware that the other party probably knows (or thinks he knows) more about your culture than you know about his.  

Examples:  
Japan



China



Germany



Latin America

Definitions:

Bargaining Zone:  The full range of potential outcomes for all negotiators, taking into account the reservation point and target point for all parties.

Confirmation Bias:  A tendency of people to seek support for their beliefs that may lead them to overlook or discount relevant information that contradicts or challenges their beliefs.

Focal Point:  A salient number, figure or value in a negotiation that appears to be valid, but is actually has not basis in fact.  

Party:  A participant in a negotiation.

Preference reversals.  Inconsistencies in choice that are produced when subtle working difference lead people to make different judgments.

Reservation Point:  The point at which a negotiator is indifferent between reaching a settlement and walking away from the bargaining table.

Resistance Point:  The actual point at which a negotiator will refuse to go higher or lower, depending on which side of the negotiation they are on

Satisficing.  A decision-making approach that involved doing just enough to arrive at a reasonable solution, but not an optimal one.

Scarce Resource Competition:  Conflict or competition that exists when people perceive one another as desiring the same limited resource.

Settlement Range:  The overlap between negotiation parties’ bargaining zones.  The range of values in which a settlement can occur.  

Target Point:  The ideal or upper limit of what a negotiator expects to get out of a negotiation.  May also be called the “aspiration point.”  

Winner’s curse.  A situation in which a negotiator makes an offer that is immediately accepted by the opponent, thus signaling the fact that the negotiator offered too much (or too little).  

