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imitate those on top. Nowhere is this more evident than in
the world of work.

STATUS IN THE WORK WORLD

“In America you are what yon do.” Occupation is the key
to status. Essentially there appears to be five occupational
classes. Tnto which do you §t7

L. Medical specialists, prominent scientists, top-level cor-
porate exccutives, Wall Street lawyers, general staff officers,
federal judges.

I1. General practitioners, editors, engineers, local judges,
local lawyers, professors and local business executives of large
frms,

I, Bankers, purchasing agents, technical sales represen-
tatives, teachers, small to medium businessmen.

1IV. Insurance men, retall managers, army enlisted person-
nel.

V. Skilled, semiskilled and unskilled workers, respectively.

While Americans are by no means agreed that these
classes are accurately represented, they are reasonably aware
of their own rank. Men have & tendency to rate those with
whom they are acquainted and thercby develop am image of
their own position in the occupstionsl pyramid.

The organizational class system is known to all wha work
for large companies. In fact nobody is permitied to forget it
even for & moment. A few abservations about class structure
in the aerospace industry are to the poiat,

Engineers have more status than administrative personnel
And among engineers, those who deal in abstractions such as
systems engineering rank above those who design hardware.
Among administrative groups, those who meet with important
people have more status than those who deal with fust any-
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agsinst the nfluential department heads. Before long all were
aware that Charlie negotiated 4 tough agreement but would
live up to his end of the bargain. Consequently, negotiations
became more serions and at the same time more realistic. Un-
certainties were surfaced in a businesslike fashion.

Twenty-two months after the program began a computer
display system was delivered at a cost of $2.2 million, This was
an unheard-of performance record, a mere four-month delay
and 10 percent overrun on a small but complex program.

Because he has shown the same competence on large
enginecring projects, Charlie has been promoted several times.
X believe his success lies in an ability to negotiate effectively
rather than in technical competence. He has an intuitive wnder-
standing of power and persuasion as well as s high level of
aspiration. Today, as group executive, he contimues to negotiate
with the division managers reporting to him and with the cora-
pany president to whom he reports.

WINNING RESFECT OF THE BOSS AND
ASSOCIATES

Joe is forty and an accountant by profession. During his
fifteen years in industry he has done an above-average job in
e variety of functions and been rewarded with raises and
promotions. However, despite above-aversge competence, Joe
has nover won the respect of his boss or assaciates. At this
point in life he has leamed to accept this failure.

Joe has a great many negotiation hangups, the warst
of which are his defeatist attitude toward power and his low
level of aspiration with regard to the respect due him as a
person. At weckly staff mectings he always finds the seat closest
to the manager. Nobody can remember when he last disagreed
with the boss on any peint, no matter how minor.

When & man resigns from Jo¢s staff, a crisis oceuss. The
thought of submitting a replacement requisition flls him with
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Tmproved selection and training go together. Unless man-
agers and observers kuow what to look for, they have less
chance to find the competent man they seek.

PHASE IV—NEGOTIATION, A TOP-LEVEL
FUNGTION

Each year there are only a few negotiations essential to
the well-being of a Srm. In a small company the owner handles
these, for his business is at stake. In large corporations the
criteria for selection are usually based on the fact that a man
is a good administrator, engineer or lawyer. In neither the large
nor small company is the chief negotiator selected on kis
proven ability as a professional negotiator.

T my optuion most firms would benefit by organizing a
small but elite group of negotiatars who would repart to the
company president and would be responsible for providing the
services outlined below.

1. Conduct all essential corporate megotiations regardless
of whether they involve sales, purchasing, rate regulations,
labor, acquisitions or contract termination. Although I recog-
nize that members of the elite group cannat be speeialists in all
things, I am assuming that they are extraordinarily motivated
and intelligent and therefore able to get to the heart of issues
efficiently. From time to time it may be necessary to assign
them to problems of such complexity as to require years of
preparation. I have paticipated in nultimillion-dollar megotia-
tions that were two years in the making,

2. Provide consulting services to line organizations at pre-
proposal, proposal and preconference stages on negotiations of
lesser magnitude.

3. Creste a negotition climate among procurement, con-
tracting, sales and engineering personnel.
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Rescarch indicates that those with high tolerance levels tend to
withstand persuasion attempts. Paradoxically, those who lack
intelligence arc often closed-minded to persuasion because they
fail to understand what is being said. Perhaps this is why Sir
Francis Bacon recommended the use of “absurd men for busi-
ness that doth not bear aut itsclf.”s

On the basis of these and other investigations we may
conclude that the personlity traits of @ nonchanger are high
self-esteem, inner-dircotedness, tolerance of ambiguity, high
assertiveness, low authoritarlanism and a low level of anxiety.

CONGLUSION

A total planning concept of negotiation must include sys-
tematlc planning in persuasion. While it is true that some
people are intuitively good at persuading others, for most of us
the most reliable path to success lies in knowing what we want
to achieve snd systematically deciding how we want to go
about it. The persussion model was designed to help those of
us whose intuition is less than perfect.

‘There is an old Rumanian curse, “May you have a brilliant
idea which you know is right and be unable o convince others.”
In the last analysis, the art of convincing others consists of
saying and doing those things that cause others to want fo do
what you want them to do. The viewpoints presented in this
chapter canmot assure success: there is no guarantee that one's
ideas will be accepted by his opponent. Without these new tools
of persuasion, however, things will go more poorly than they
should.
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challenge of negotiation, it is usually not because of personal
profit but from a desire to achiove and excel in a dificult game.
Not all men respond in this way, for the selection process of
larger organizations tends to favor those with bureaucratic
rather than entrepreneural tendencles. All too often the eri-
terion for a good deal is one that does not “rock the boat.”

There are deeper reasons why men do not negptiate with
the determination they once did, Westem society is rapidly
changing from one of survival-orientation to one of affluence
for all, Just & few years ago we lived in 2 world where being a
good bargainer was important because it meant the difference
between eating and going bungry. One has only to watch two
Mexican peasants bargain for a $10 serape to soe how seriously
they take the process. In ous countzy we have less need to drive
a hard bargain.

For those of us in business these changss can prove to be
an opportunity or a problem, for, in some ways, every problem
is an opportunity, If businessmen can create an entrepreneural
climate of negotiation and select achievement-oriented Tep-
resentatives who have high aspirations and Juow how to nego-
tiate, the opportunities for gain are good. For those who
continue to negotiate in time-honored ways, lasses are inevitable.

Systematic research in this Seld is barely n its infancy, but
it is already apparent that better ways aze emerging, For thase
who are willing to recognize that now understanding is necss-
sazy the future will be bright.

THE WHEEL

The key to winning objectives lies in lmowing how to
negotiate more effectively. This is true whether the exchange
concerns buying or selling, law or diplomacy, marriage or man-
agement; the elements of success are the same.

The Wheel of Negotiation was deliberately so drawn. Men





index-199_1.png
192 A Program for Pesformance

confronts the bargainer is not whether threat will be used as &
tactic, but whether an emphasis on apen threat is beneficisl. The
answer depends on four factors: 1} strategic plam, 2) relative
ability to punish, 3) threat eredibility and 4) the size of the
threat.

‘The use of threat shauld be geared to sirategic neads. What
makes sense for one strategy may be insane for another. Presi-
dent Nixon made it clear to the Russians that his stand in favor
of the antiballistic missile (ABM) should not be interproted as
a threst, Esger to cstablish » lasting relationship, he was
extraordinacily careful not to alarm thom.

Threat can be an effective technique when ono party
has the power to inflict relatively large punishment on the
other without substantial retaliation—and both parties know
it. The strong party should not close its mind to the use of
threat if long-run relationships and objectives are not violated.
The critical question is whether the hostility generated is
likely to result in an unstable agreement. There is litle doubt
in my mind that some negotiatians are best settled by the use
of threat. Much depends on situation and strategy.

A threat must bo believed if it is to produce an agreem:
‘President Truman could not figure aut how to make the atom-
bomb threat credible to the Japaneso in World War IL. They
bad never seen or heard of such a weapon and would probably
bave scoffed at the idea that a city could be destroyed by one
bomb,

Threats can sometimes be made credible by escalation or
consistency of behavior. Escalation builds credibility by expos-
ing the oppanent to small threats that are carried out, followed
by laxger threats if necessary. Most of s try to use the principle
of consistency when we teach our children to expeet punish-
‘ment for irvesponsible behavior. As any parent and Dean Rusk
will testify, neither escalation nor consistency serves to make
threat credible in all situations.

Size of threat it 4 major factor in fts use. It was in-
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electronic gear. When predicting bebavior from past perform-
ance it is safe to assume that an opponent is “crazy like a
fox,” He acts in his own best interest.

Everything a man does serves to protect or enlarge his
self-image. Self-image ronts go back to childhaod experlences.
One can safely assume that an opponent will follow patterns
that previously proved successful from his viewpoint, Perhaps
the best way to learn about an opponent is to follow the advice
of the psychiatrist; ask questions, listen, speak rarely, ohsexve
and be noujudgmental. If you have the patience to listen, the
opponent’s self-image will emerge.

We should remember that all predictions are guesses. The
more information we have the better we can guess. Sir Francis
Bacon advised, “All practice is to discover, or to work. Men
discover themselves in trust, in passion, at unawares and of
necessity, when they would have something done and cannot
find apt pretext”t"

MAXIMIZING GOAL SATISFACTION

People transact business for the purpose of gaining goal
satisfaction. It is possible for @ negotiator to increase the satis-
faction of both parties throngh a disciplined approach toward
problem-solving. This can best be done by asking four ques-
tions during the problem-solving process:

1. How can both benefit by Negotiator working for the
achievement of foint goals? This, for example, may be accom-
plished when a Negotiator (buyer) provides a seller with
specislized technical personael in order to assure good seller
performance.,

2, How can both benefit by Negotiator working actively

for achievement of Opponent's goals? This cen be illustrated
by a situation in which the Opponent (seller) is rewarded with
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owsILLED ¥RcoTIATOR - Negotiator whose trait score

15 belows median

succesruL PLAnnE® A seitlement abooe the ploin-
Hiff averoge

SUCCRSSFUL DRFENDANT A settlemant below the de-
fendant average

a4 ~Equal plaintiff and defendan
powsr

caME Y  Platntiff with superior power

ASPIRATION LEVEL—RESULTS

QUESTION —1Is there o relationship between aspiration
level and success?

1. FINDING - PersONs WITH HIGHER ASPIRATION LEVELS
WON HIGHER AwARDS,*

‘This is probably the mast important finding in the exper-
ment. Winners started out wanting more and ended by getting
more,

2. FINDING - $X1.LED NECOTIATORS WITH EIGH ASFIRATION
LEVELS Wi BiG WINNERS REGARDLESS OF WHETHER THEY
HAD POWER.®

One grovp won in almost every case: skilled negotiators
sith bigh espirations. They wera sucoessful even when they
had less power. A combinstion of sbility and high aspirations
appears to lead to suceess.
3 FINDING - PERSONS WITH HICH ASFIRATIONS WERE WIN-
NERS I EVERY CASE WHERR TREY GPROSED TOW ASYIRANTS.
* Whecevee a indio ts followed by an asterisk, it & o indic

that the lavel of significance 1 less than 05. Where the word “teod’
i wed in & Bnding, the Jovel of signlicance is Jeas than 10,
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briefly. Instead I shall make 2 few comments and recommenda-
tions based upon my management experience in product-pric-
ing on both the buying and selling sides of the business.

A price-analysis can be quite difficult. It would seem that
pricing a mattress would be rather simple, but it isnt. Once
somebody gets submerged in the problem and learns about
differences in materials, structure, price and warranty, the
complexities grow. Faced with the problem, my wife and I
bought the most expensive matiress that came with a twenty-
year unconditional warranty. After the purchase we realized
that one factor had been overlooked. We are in our forties and
failed to account for life-expectancy.

Industrial buyers have difficulty making price comparisons
even when they buy the same item, A purchase involving
twenty parts in March is not the same as one for two-hundred
parts in December. Aside from changes in technology, competi-
tion asid price levels, some learning has usually intervened to
complicate the analysis.

Cost-analysis is more complex than price-analysis. Few
‘men in business have not been frustrated by the question “What
does it really cost?” Accountants are always able to come up
with a number and managers are always able to find reasons
why the number is wrong, Accounting records do pot tell the
whole story even when items have been produced in reasonably
large quantities. When an item is new or unfamiliar, the cost
problem is indeed demanding.

Two methods exist for estimating production costs of new
equipment: one, statistical, involves making projections from
costs of similar equipment already in production; the second,
an industrial-engineering approach, involves making an esti-
mate of the cost of each step in the process. Most estimating
of new products involves the second method.

In an industrial-engineering estimate the analyst is sup-
posed to gain a clear understanding of what is being produced.
“This normally involves a knowledge of specifications, fabrica-
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Some risks can be forescen while others cannot. The awner
of 2 machine shop estimates & tight tolerance job on the basis
of & 10 percent scrap rate. His past experience with rejections
on close tolerance work permits & rationsl estimste to be made.
On the other hand, he cannot faresee that the internal structure
of a particular batch of material will be too porous to hold the
necessary dimensions.

Uncertainty can be created by introducing risk at & per-
sonal as well as corporate level. Deadlack introduces the possi-
bility that 2 good negatiator can losc his reputation. Risk can
be heightened by introducing matters in which the opponent's
knowledge or ability to grasp a situation is deficient.

Courage plays a part in the decision to make a concession,
to bold one's ground, or to force a deadlock. In personal in-
jury work the insurance claims menager can never be sure
that his low offer will precipitate costly litigation. Conversely,
the claimant can only hope that a fnal verdict will justify his
reluctanco to acoept an earlier offer. It takes courage to tolerate
uncertainty, and we differ in our ability to do so.

8. BALANCE OF TIME AND EFFORT. Time snd pa-
tience are power. The party that is most constrained by time
lizalts provides the gpponent with a base of strength. It is for
this reason that purchasing executives stress the importance
of lead time and early-warning inventory systems,

Buying, selling and negotiation are grucling work, and the
willingness to work is power. Perhaps the hardest work of all
s imposed on us by the demands of planning and deadlack.
Both can easily be avoided: one by nonplanning and the other
by agreement. The party most willing to work hard gains
power. Some people are simply lazy and thereby forfeit this
important source of strength,

6. BALANGE OF BARGAINING SKILL. Bargaining skill
is power, and that's what this book is all about. The ability to
plan, to persuade, to manipulate perceptions, to mobilize bias,
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increased productivity lies in motivating this small, wnofficial
soctal group.

Social goals are valued by carporations as well as indi-
viduals. The social value of 2 merger with IBM excoeds that of
& merger with Automatic Sprinkler.

Recognition and Status. People want to stand out. The
status symbol of an exccutive suite is cherished by those who
enjoy its benefts, Office size, bathroom keys, oxccutive type-
vriters and job titles are marks of distinetion. One California
conglomerate recognized the importance of job tifle carly in
its corporate life and gave the title of vioe-president to men
doing work that in other firms merely rated the fitle of man-
ager. Tt made their recroiting problems easier, Men are at-
tracted to objectives that enhance their ability to stand out
among others.

Security and Bisk-Aooidance. The fact that the future is
unknown forces men to be concerned with reducing its dangers.
A buyer can no more afford to risk his job on an wnknown sup-
plier than a business firm can afford to chance & large loss on
a sale. The insurance industry has grown rapidly in response
to the security goal inharent in all of us.

In personal-injury cases the element of uncertainty plays
a large part in the balence of power and the ultimate settle-
ment. Some attorneys are capable of living with uncertainty
while others collapse under ¢his pressure.

Congruence. T once saw 2 hardened old moneylender say
to a borrower who was behind in his payments, “If you're so
smaxt, why ain't you rich?” The remark demaralized the bor-
sower because it undermined his congruence goal. The bor-
zower thought of himself as being smart and disliked being
canfronted with the fact that he was nearly bankrupt.

People search for balance in their lives. Men who have
power or knowledge fnd poor camings insufferable. They
bebave in such a way as to remove the source of imbal-
ance.
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must search for if they wish to escape from its assumptions.

On an individual level, Freud was one of the first o
emphesize the psychological importance of mannerisms and
simple remarks in everyday affairs. S, . Feldman, a psychiatrist,
has made a lifelong study of this subject and developed his
ideas in & book, Mannerisms of Speech and Gestures in Every-
day Life.

Almost two hundred manuerisms, gestures and phrases
are analyzed in his book. The hidden meaning of simple bodily
movements such as face-rubbing, compressed lips, hands on
temples, arms actoss chest, hand confusion and chain-smoking
are discussed from a psychological standpoint. Phrases like
“incidentally,” “it's not terribly important,” “to tell the truth,”
“1 must admit,” “of course,” *in a way,” and "before I forget”
are seen by Dr. Feldman in terms of hidden meaning.

Sensitivity to nonverbel eommunication can hardly be
developed by reading books alone. Rather it comes from
observing peaple in their daily work and from wanting to know
more about them.

DEADLOCK

The possibility of deadlock is one of the elements that
lends excitement to negotiation. It is a technique that deserves
to be well understood, but is not. Few experiments have
explored the subject, although some of the work in psycho-
logical slienation does have relovance.

Tn our experiment a small number of people deadlocked,
When 1 spoke to them afterward, they were intensely hostile
to their opponents as well as to me for not providing more
time and information with which to agree. T kept no statistics
but could not help concluding that they were angry at them-
selves and would have much preferred an agreement.

Subsequently I engaged in a personal negotiation in which
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As the Phase I1T deadline approaches, alternatives are pre-
sented in rapid fashion. Statements of a private and semiofficial
nature become very important. Agreement is finally reached
and recorded by memorandum, after which the parties invari-
ably express mutual good will and respect. Both are glad to
have it over with.

‘The next time you are in a negotiation, see if Ann Douglas’
observations apply. T believe they will.

TIME-PHASED NEGOTIATION

My concept of the time dimension is compatible with the
Douglas theory but stems from a somewhat different viewpoint.
It perceives the negotiation process as a continuum rather than
on episode. The Time-Phased Negotiation Model shown in
Figure 8 incorporates the Douglas cycle in the conference
stage of bargaining.

The three stages of bargaining include a preconference,
confercnce and posteonference time period. In the preconfer-
ence stage, requirements are definitized, objectives formulated,
procurement processes inaugurated and formal prenegotiation
conference activities initiated. Such activities include negotia-
tion-planning, organization, fact-finding and analysis. During
the conference stage, five steps take place. In the Brst, parties
negotiate an agenda and rules of order. In the next they attempt
to establish settlement range and identify problems and issues.
The third step is characterized by range modification and
problem-solving followed by hard bargaining. Closure and
agreement mark the last step of this stage. The postconference
stage is critical because the negotiation process is imperfect
and encourages conflict between problem-solving and share
bargaining. This stage consists of four activities: agreement
elaboration, agreement approval, contract administration and
final contract closure.
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hand, the apponent should be foreod to work for everything
he gets.

"This brings us to the question “Does one concession deserve
another?” The traditional American attitude toward compro-
mise carries over into bargaining. Most of us tend to feel that
one good deed deserves another. I believe we would be wise
o question our normal instincts in this matter of reciprocity.
Just because an adversary makes a concession and expects
something in retum is no reasan to respond in kind.

When an opponent makes a conoession, the negotiator has
several options, He may concede less or more than the other
party. He may concede something immediately or promise
something fn the future, He may grant & small, unimportaat
concession on one issue in exchange for & major point. He may
chose to concede nothing, promise nothing and merely con-
tinue to talk, He may decide to be clear in his response or
deliberately obscure. The important thing to remember is that
cach reply is valid from a tactical standpoint and represents
a different degree of reciprocity.

Gonession is one area in which good theory and good
practice merge. Each concession has an effect on the aspira-
tion level of the opponent and is at the same time a reflection
of the negotiator’s own resolve to meet his objectives. The
amount, the rate and the rate of change of concession are
critical factors, One should never compromise on &ny point
without thought of future consequences,

COMMITMENT

Every concession implies a degree of commitment or
villingness to stand frm. The “doorknab,” or “deal point,
price tells the opponent he has only two choices: accept the
Tast offer or allow negotiations to break down. In either case
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one. Since it is practical to arrive at some conclusion, we do
the best we can with whatever information we possess. Un-
fortunately we have another big problem: we cannot see the
future, Faced with this insurmountable obstacle, most of us
think in a straight line. If things are going up, we predict they
will go up; and if they are going down, we feel safe in point-
ing down. (1t is this fallacy in judgment that makes most of s
losers in the stock market.)

But, despite these limits to rationality, people make deci-
sions. And they do it by making assumptions. Like an iceberg,
some assumptions show, but most are hidden. Among the
hidden assumptions we tend to make I decision-making are
that the responsible committee members hold personal values
which correspond to theix corporate values; that they have
searched for problem-solutions considerably beyond the few
alternatives considered; and that they have evaluated the con-
sequences of each alternative in an unbiased fashion. None of
these hidden premises may be true,

Marshall McLuban said that “any media has the power of
imposing its own assumptions on the unwary.” A standard
lessc, a foan application form and a certified profit-and-loss
statement create assumptions of legitimacy that sometimes
collapse under careful scrutiny.

Assumptions should be identified and tested throughout the
negotiation process in much the same way that a sclentist
validates a theory. People who fail to do this become victims
of their own baunded rationality. For instance, estimating in
the aerospace industry is notoriously bad. We are in trouble on
such big programs zs the TFX fighter-bomber, the SST super-
sonic transport and the C5A. I¥s no wonder! At one company
1 watched a corporate officer cut a $12-million estimate to $5.8
million by changing the slope of a forecast line. Before the job
ended, $53 million was spent, There was no cheating invalved.
Just poor assumptions about the state of the art,
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example, after which we will state the theory in simple terms.

Imagine for a moment that a tourist is entering a small
grocery store in « Mexican village where prices are not marked.
On the shelf are five dusty cans of Campbell’s beans. The
tourist loves these beans and has been without them for a
long time.. He would not object to buying all five at the right
price, but would settle for one. From a price standpoint, the
tourist would be delighted to pay 8¢, the normal California
supermarket price, but is prepared to pay as much a5 s2¢ if
necessary. As the price moves from 8¢ to a2¢ the tourist be-
comes less and less satisfled (shown in the diagram by three
curved selid lines labeled “buyer high, buyer med and buyer
low”).

The grocer needs cash and would like to get rid of this
slow-moving item. He operates on the principle that nothing
must ever be sold at a loss, therefore he would rather do with-
out a sele than sell at less than 10¢. The storekeeper is con-
fident that sooner or later all five cans will be sold at prices
between 10 and 25¢. As the price moves down fram 25¢ the
seller becomes less and less satisfied (shown in the diagram by
three curved dashed lines labeled “seller high, seller med and
seller low”). Any price between 10¢ and 224, the settlement
range, will leave both parties more satisfied than if no deal
is made,

The fitst question we should ask is whether there is a
point of equal satisfaction for both. The second is whether
there exists a point at which they will gain equal marginal
satisfaction from the deal. The answer to both questions is,
not necessarlly.

The facts are that the grocer and tourist have entirely
different valie systerns. The tourist has $100 in his wallet but
refuses ta be “taken” in any deal; he would rather walk away
than pay 25¢ for a can of beans. The grocer needs cash and
every penny is important, but he would rather do without than
sell for less than 10¢. Furthermore, neither the tourist nor the
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Both parties reported oqual satisfaction with the outcome
even when one did exceedingly well and the other poorly. In
real life most people appear to cxpress satisfaction with the
outcome of a negotiation oven when we as outside observers
consider the outcome one-sided.

PUTTING THE EXPERIMENT TO WORK

As practical men of action, each of us feels a need to put
newly found knowlodge to work on todey's opportunities.
The major findings of this experiment will provide the nego-
tiator and his top management with some new way to look
at age-old challenges.

First, we discovered that skilled negotiators were very
successfal when they had high espirations or were hicky
enough to face unskilled opponents with equal power.

Second, we found that skilled negotiators were benevolent
when they had power.

Third, we found that unskilled negotiators were losers
except when they had power and high aspirations.

Fourth, we disoovered that sucocssful negotiators made
high initial demands, avoided making first concessions, con-
ceded slowly and avoided making as many large concessions
as did their opponents.

Fith, our results indicate that successful negotiators used
concession in a dynamic way. They applied the above tech-
niques to test the validity of their own sssumptions and the
intent of the opponent. Losers did not test reality in the same
way. Both were equally poor estimators.

Sisth, all nogotiators, sucoessful or mot, expressed equal
satisfaction with the final agreement.

An experiment is not reality. Akthough the subjects fought
hard, Jittle was at issue except personal pride—money, posi-
tion and public honor were not at stake, Perhaps it was the
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with slightly more than $5,000. Men eamning $20,000 a year
wanted slightly more than $20,000. Each income level zevealed
that their level of aspiration was directly related to present
earnings. The poor did not aspire to income levels of the middle
classes. They assigned themselves to the lower classes on the
basis of pest performance, Level of aspiration is & yardstick by
which we measure ourselves.

GROUP MEMBERSHIP AND ASPIRATION

Although aspiration level is an individual matter, one can
hardly think about it without recognizing that objectives are
not established in a social vacuum, Group membership plays
an important role in providing the frame of reference by which
people decide the appropriateness of their targets.

A man may decide how much he wants in three ways:
1) on the basis of his own past performance, 2) on the basis of
the performance of other members in his direct group and 3) on
the basis of the performance of those in reference groups to
which he would Like to belong.

For example, an executive may set an income target on the
basis of his present salary, $25,000 per year, or that of other
executives in aerospace, $28,000, or that of executives doing the
same work in rapidly growing conglomerates, $35,000 plus stock
options. In any case, once a reference target is chosen, it be-
comes a yardstick by which self-esteem is measured.

Corporations set goals in the same way. That is why it is
so important for a company to have a self-image. An 8 percent
return on an investment may be fine if a company is comparing
itself to a group of old-line competitors. On the other hand,
the 8 percent return can look pretty bad when measured against
an aggressive organization such as Republic Corporation. Ex-
ecutioes must not only ask where they stand, but compared with
sohom
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were given to anyone who could spell “clliptical orbit”
President Kennedy, shortly after his insuguration, challenged
the Russians to a "moon race,” thereby committing us for &
decade.

In 1961 the Hughes Airraft Company received a large
contract to land the first unmanned space vehicle on the moon.
Since this had never before boen tried, the contract wes placed
on & cost-plus-fixed-foe basis. This meant that the company
would cam a fxed profit whether actual costs were 50, 100
or 500 million dollars. In theory a company hes nothing to
gain by running costs up unnecesarily but may use a certain
amount of discretion in developing advanced desigas. Spending
and technicsl progress is monitored by the government on a
continual basis.

Two years later design engineors decided to purchase
special power-generating equipment for the spacecraft, A hid
specification was written and submitted to four companies,
one of which responded. Starmatic Company bid $450,000 on
& firm fixed-price basis. The company had considerable experi-
ence producing less complex generating equipment.

For one month after the proposal was roccived, a series
of major spacecraft changes occurred that required design
Te-evalustion, During that time the purchasing cost-analysts
were busy on other contracts and paid no attention to Star-
‘matic’s proposal, As it turmed out this was a dangerous over-
sight, for a management decision was made to award the
contract to Starmatlc and begin megotiations immediately. I
was part of & threeman group assembled at g:00 A aud
told to complete contract arrangements that day. There are
occasions In this business when time is so important that
savings in megotiation are more than offset by production.
delay casts. This was such a case.

“An early afternoon meeting was arranged at the supplier's
plant. Three decisions were made enroute to the conference:
t be stubborn; to sotile for $425,000 if possible; and to offer
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LOVE,
HONOR
AND NEGOTIATE

g

THE SPECIFICATIONS OF MARRIAGE TMPOSE CHOICES. THE
PARINERS GANNOT HAVE SEX RELATIONS AND NOT HAVE
THEM AT THE SAME TIME; THEY CANNOT GO 'TO THE PARTY
AND TO THE CONCERT TOGETHER AT THE SAME TDME;
THEY CANNOT REAR THE CHILDREN AS CATHOLIC AND AS
PROTESTANT; THEY CANNOT SPEND THE SAME MONEY FOR
SLIFCOVERS AND FOR THE POWER MOWER, SUCH ARE
AMONG THE KINDS OF DIFFERENCES WHICH CALY, FOR AD-
JUSTMENTS.

Jessie Bernard

MARRIAGE 1§ LIKE, LIFE—TT IS A FIELD OF BATTLE, AND
NOT A BED OF TOSES.

Virginibus Puerisque
a1

At Esalen, a sensitivity training center in northern Californis,
 new approach to therapy is being tried. Ten married couples
join together for a weekend of confrontation. Each person is
asked ta recall thres dark secrets that they bave never dared tell
their spouse. The marriage partners then make a public
confession of these thoughts. As you may suspect, a highly





index-152_1.png
The Expected-Satisfaction Theory 145

tical with the tourist’s. Men have more or less the same needs
but achieve differens degrees of safisfaction from reaching goals.

Proposition 3-In every negotiation the potential exists for
the paties to improve their joint satisfaction at no loss to
either. The more intense the search for joint improvement, the
more likely people will be to find superior solutions. This
process of joint improvement is called problem-soloing bac-
gaining.

Proposition 4-In every negotiation there is a point reached
at which the gains of one party are won at the loss of the
other. This process of rationing is called share bargaining,

Propasition 5-All transactions are based upan futtire €x-
pectations of satisfaction. No two men are likely to estimate
future satisfactions in the same way.

Proposition 6-In the last analysis it is not goods or money
or services that people exchange in the process of negotiation
but satisfaction. Material things represent only the more visible
aspects of a transaction.

Proposition 7-A megotiator can only make assumptions
about an opponent’s satisfaction, expectations and goals, One
important purpose of negotiation is to test these assumptions.
The opponeat’s real intentions can only be discovered by a
‘process of vigorous probing because he himself may be only
dimly aware of them,

CONCLUSION

The expected-satisfaction theory has practical significance
for those who wish to bargain more effectively, It applies as
well to interpersonal relations as it does to business and diplo-
macy. Good theory and good practice are intimately related.
The expected-satisfaction theory is & useful way of looking
at reality,
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as & certified public accountant and earns $25,000 a year.
Frank is a happy husband, but Pearl is not a happy wife.

The problem is that he maintains full control of financial
decisions and payment of bills, He has a simple method
called the “box” system, and it works like this. As soon as the
checking account reaches $1,000, Frank deposits a check in
the savings account. When the savings account reaches $2,000
he deposits a check in the mutual-fund account. When the
mutual-fund account reaches $5,000 he borrows on it and
prepays the second mortgage on &n apartment house they
own. As a responsible person he also has & box for vacations,
fo0d, clothing and everything else. Unlike most of us he doesn't
overrun his budget.

Pearl is aware that they are worth about $200,000. She
also knows that the bank account is always short and that a
fight can be precipitated by the purchase of a $30 dress or a
few extra toll charges on the phone bill. She no longer enjoys
“poor boy” summer holidays in Palm Springs, but can’t seem
o go anywhere else because it really is a good deal in July
when the temperature reaches 110°.

Pearl is beginning to suspect that she has negotiated her-
self into the biggest box of all. Having no strategy of her own,
she became a victim of her husband’s financial plans and as-
‘pirations, He held the balance of power by virtue of superior
planning, hard work, determination and knowledge. Even
when she tried to suggest years ago that they move into a
better house, he countered by proving that they could hardly
afford to liquidate certain assets. It was simply too difficult
and unpleasant to argue or find out about these complex
‘matters.

Today it's too late. Frank knows that Pearl no longer en-
joys listening to his tax-deduction triumphs, His level of as-
piration for a reasonably good life is low while his desire for
capital is high. Pear] has given up. She 10 longer has enough
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“the customer is always right.” An important step in the buyer's
plan is to assure that he is right. The following recommenda-
tions may be of value:

1. Tn most cases the buyer is in a powerful position. This
power should be preserved and enhenced throughout the buy-
ing process.

2. Whether or not it is real, competition is & souroe of
power. If the supplier belioves that competition exists, then for
practical purposes, competition exists.

3. The buyers objective throughout the pre-award oycle
is to learn all he can about the seller’s goals, values, organiza-
tion and product. Conversely, the less the seller knows about
the buyer, the better.

4 A buyer must know what he is buying, which is not
always easy. Unless somebody on the team knows the product,
it 1s not really possible to do a good negotiation job.

5. Because a seller knows more about his costs and
‘product than the customer, it is imperative that the customer
defend himself. The buyer should put the best talent possible
to work on understanding a sellef's worth, cost and product-
market structure.

6. In many industries, and especially the aerospace indus-
try, estimating and cost systems are mot good. Astute cost-
and engineering-analysis can reveal soft spots in a supplier’s
‘proposal, especially when the work involves multiple divisions
and processes, A buyer is wise to sssume that the sellers
estimating system is bad and then proceed to find out just
how bad it really is.

7. A talented cost analyst and engineering partner can
usually learn more by spending a few days in  supplier's plant
than by looking at proposa] figures for a month.

8. A supplier is reluotant to disouss technical risk for fear
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changes. A buyer ean punish a seller by threatening to remove
him from & bidder's Jist or by rejecting & product for minor
quality flaws irelevant 10 its cnd use. Deadlock is an interest-
ing form of punishment that leaves both patios in an wn-
pleasant state of uncertainty.

In most business transactions the parties ere confronted
with the possibility of losing something desirable rather than
with direct punishment. A scller faced with the possibility of
Josing an order or 2 buyer denied the productive scrvices of a
valucd supplier are under pressure to agree. I have attonded
negotiations wherc the contral issue was not price, specification
o delivery but whether we could cajolc, inspire or othorwisc
induce the supplier to commit himselt tn take on the job. When
times are good, reputable scllers can pick and choose their
customers and often make their decision on criteria other than
profit. In snch & caso the buyer's ability to nonreward the seller
is minimal.

Punishment and nonrcward may be tangible or intangible.
When callective bargaining fails and a striko takes place, both
‘pasties suffer tangible costs. Psychological punishment may be
inflicted by crcating tension, uncertainty and loss of confidence
at the conference table, The ability to punish or withhold re-
ward goes bandin-hand with the exercise of influence,

3 BALANGE OF LEGITIMACY. No other source of
power is so bypnotic in its effect as legitimacy. We have learned
to aceept the authority of ownership, tradition, appointment
and laws to such an extent that we fail to question their ap-
plicability in changing situations. It s the attack on legitimacy
by militant blacks and whites that so disturbs our society.
Legitimacy is a source and symbol of power.

For the buyer, legitioacy can be enhanced through aws,
procedures, procurement regulations or review agencies such
as fairtrade commissions. Tho government exerts infiuence
through its elocted role and through the media of public
opinion and congeessional investigation. A sellex can enbance
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SLIGHTLY MORE SUCGESSOUL 1HAN UNSKILLED PLAINTIFKS
Wi powe.
Skilled end unskilled men with power performed almost
equally well. Figure 1 shows that sklled men averaged $495,-
000 while unskilled men averaged $429,000. This difference ’s
acglighle.
2. FINDING - UX02R UNEQUAY, POWER THE DIFFFRENGE X¢
THE AMOUNT GO SKILL EETWEEN OPFONENTS Was UNIM-
PORTANT BXCEPT AS VOLLOWS:
) THR MORE INFERIOR THE LTSS SKULLD NECGTIATOR { WITH
OWER), THE MORE HE EPLONTED HS SEILLED OFFO-
Nar®

h) THE MONE SUPERIOR THE SKILIED NEGOTIATOR {wrTH
FOWER), TR MOTE, HE TENPRD 70 B TRNEVOLENT.

Two strange results occurred. In test ), unskilled men
with power exploited opponents with far greater skill to a
Iacger extent than those more on their own level. Perhaps this
is what happemed in Germany under Hitler when hoodlums
acquired power. In test b), skilled men with suporsor power
tended to be mare bencvolent to opponents who were quite
nferior, but were less benevolent tn those on their own skill
level.

ESTIMATING RESULTS

QUESTION - Can skilled. negotiators estimate what an
opponens wanis betier than those less
skilled?

1. FINDING ~ SKILLED AND CNSKILLED NEGOTIATORS EST

BAATE THE WANTS OF AN OPFONENT POOKLY. BOTH ESTIMATFD

THE WANTS OF AN OPPONEVT O TRE BASIS OF TUEIR OWN

WANTS, NOT U GRTONENTS.®

Even when a skilled negotiator attempts to estimate what
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they enjoyed a wonderful honeymoon, but in fact it was
miserable beeause both were distraught.

About a month after returcing, Jules arranged for Kathy
to meet his family for the first time. The parents prepered a
nice spread and were surprisingly gracious. Neighbors found
excuses to borrow an egg so they could see the strange bride.
Instead of abusing Kathy ss Jules had feared, the parents
fooled him. They spent two hours telling her what a weak:
spined, unreliable person she had married. By this time,
Kathy was reasonably sure they were correct, Had they told
her prior to the wedding, it might never have occurred. How-
over, the niegotiation continned for another year and pressure
was put upon her to convert, One evening she made a com-
mitment, Either Julos was to forget about the conversion oz
she would forget about him. It worked. They are still together,
and suprisingly happy.

SEX

One bundred years ago a good sexual adjustment was
one in which the husband was considerate and the wife sub-
missive. With the turn of the century women were emanc-
pated, making life more difficult for men. Women raised
their sexual aspirations and even had the audacity to blame
lack of fulfillment on their mates. Higher aspirations soon
brought them grater satisfaction.

Sexual adjustment today results from a bargaining process
between partners whose tastes, demands and limits differ, We
will not dwell on differencos but rather on clements of the
negotiation itself. All the factors are there: power, exchange,
satisfaction, persuasion, communication and division of labor.

The communication of sex mey be verbal or nonverbal,
hidden or overt. Most men have heard and understand such
phrases 25 “T'm tired,” “There’s a good TV movie on” or “The
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opponent understands what he can gain by reaching an agree-
ment, and 2) can convince the opponent that he is emotionally
committed to the reasonableness of bis “irrational” position.
The logical opponent who believes that the negotiator is emo-
tionally committed will be forced into accopting some benefits
rather than none at all.

PSYCHOLOGICAL EXPERIMENTS IN POWER

Heretofore our attention hus been focused upon those
factors of & structural nature that constitute the souroes, per-
ception and manipulation of power. The psychologicel aspects
that determine how an individual will be predisposed to look
at & power relationship have not been considered. There is
growing evidence that it is possible to predict how & person
will resct to power.

Experimental rescarch has, until recently, been rather
limited in the area of power and authority. A mumber of ex-
periments are beginning to shed light on the subject! In one
study the question was asked, "When high- and low-self-ssteem
persons are given difficult tasks to do by a power Agure, which
one feols moro threatened?” The investigator conchuded that
persons with low sclf.csteom feel more threatened by power
figaves than those who have a higher regard for themselves.
This effect was pasticularly marked when the power figure pro-
vided clear instructions for the dificult fask. When instructions
were given in a confusing manner, both felt threatened but the
effect tended to be more poignant for those with low self-
regard.

Equally important wes the finding that high-worth in-
dividuals cope with frustrations imposed from above by work-
ing harder, persisting longer and by resisting the right of
authority to give unclesr instructions. Persons with low sclf-
estoem showed & tendeney to acoept injustice passively. They
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individuals who start with the belief that they have less power
make fewer attempts to test reality. They continue to under-
estimate their power even in the face of contrary evidence.

Other investigations indicate that individuals with less
relative power tend to be treated better by strong opponents
than the ratio of their strength would normally indicate. My
research confirmed that powerful men with skill are benevolent.
There is evidence slso that those with strength tend to aver-
estimate its potency and are slow to react to less tangible
sources of strength in adversaries. Perhaps President Johnson
fell into this category with respect to North Vietnam.

It is well to remember that experimental research in power
is in its infancy. This is particularly true with respect to bar-
gaining power. On the other hand, the question of dominance
and aggression has been of interest to psychiatrists since the

turn of the century.

THE PSYCHOLOGY OF POWER

An infant is exposed to conflicts of power from birth us
he attempts to achieve independence in a world that demands
a degree of submission for every inducement it offers. As the
child grows, efforts toward sclf-determination are enlarged
first in the form of food selectivity and later in an effort to gain
freedom from parental control. Each move toward indepen-
dence involves a threatened loss of parental security. In adult-
hood the struggle for power is expanded to include outside
persons and institutions.

The drive for self-determination results in attempts to
influence other people and to achieve competence aver tasks to
be done. Sucoess breeds increased seli-esteem and a growing
belief in ane’s power and competence over new situations.

Most psychologists agree that those who are insecure in
their sel-regard and anxious about their ability to control
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over the radio that he would fight if his demands were unmet.
Both were aware of the importance of public statements in
negotiation.

There is a purchasing manager who makes use of this prin-
ciple in a practical way. Although a buyer is normally desig-
nated chief negotiator, the manager somefimes places the price
analyst in charge when the buyer insists that he cannot make &
deal at the price proposed by the analyst, The fact that the
analysts have made a public announcement that the target
price be set at a low level is sufficient to inspire them to a
strong performance at the bargaining table.

Action taken in behalf of an opinion sirengthens that
opinion. McGuire found that persons who took an active part
in a defense maintained their heliefs. We may likewise expect
the buyer who defends his price objective to management to
resist an opponent’s attack on that objective.

The idea of behavioral commitment is not new to negotia-
tion, The handwritten memarandum of agreement at the close
of a conference has prevented many & mn from having second
thoughts the next morning. The act of putting down a deposit
is usually enough to assure that a buyer will return to con-
summate an agreement. Sometimes a commitment to buy is re-
vealed by the simple process of stating an offer. That is why car
salesmen and real-estate brokers try so hard to get a prospect
to make an offer.

ANCHORING BELIEFS TO VALUES

“This technique might be called the Domino Theory of be-
Tiefs: if one falls, they all fall. When a goal can be tied to an
important business principle or practice, it becomes hard to
dislodge.

For example, the vice-president of an aggressive company
advised me that he instructs purchasing management to squeeze
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of hens. At first we are not aware of any order, but as individual
hens are identified their pecking habits become visible and we
find that not every hen pecks amother. Between every two
hens, one pecks and the ather doesn’t; one rules and the other
submits. There is a clear order of dominance in the bamnyard.

Higher-order animals share this trait. Dominance relation-
ships develop when animals share an area or compete for
food. When a conflict arises, one or the other gives up. Grizzlles
dominate black bears, who dominate wolves. Animals with
high status have precedence over food supplies, mates and
territory.

How do animals settle status differences? Unlike man,
they rarely fight. Instead, the winner is selected on his ability
to put on a better show of power by pushing, roaring or
snarling. The bark, not the bite, determines the contest. One
naturalist described animal dominance as a “social guillotine,”
an unwritten agreement to share the wealth from the top down.
When provisions are in short supply, those belaw are expected
to move away, leaving to the higher members sufficient re-
sources to survive.

HUMAN SYSTEMS

Status acts as a social guillotine among men. 1 have
noticed over the years that layoffs in industry rarely affect
those on top. Social class is related to resource allocation in
man as in beast.

‘We are fond of thinking that the United Statcs is a classless
society. Nothing could be further from the truth. Despite the
fact that people can move from class to class, we are as con-
scious of status here as any people on the globe. Everybody
has a place on the pyramid and knows it.

At the turn of the century, Thorstein Veblen?® developed
a status theory that is still a comerstone in modern marketing,
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and shared responsibility at all levels, from assembly line to
board room. The central activity of modern-day business is
‘negotiation, In fact, one of Webster's definitions for negotiation
is “to deal with or manage.”

MODERN MANAGEMENT LOOKS AT THE
WORKER

A new image of people at work has emerged that forever
alters older concepts of management. Douglas McGregor, in
his book The Human Side of Enterprise, defined the hidden
assumptions of nineteenth-contury management. Employers
behaved as though people had an inherent dislike of work
and sought to avoid it. On this basis they believed that men
required control and coercion before they could be expested
ta produce.

McGregor had another theory. He believed that people
want responsibility and are eager to do useful work once they
understand its purpose. He belioved that management should
create opportunities for participation in decision-making and
thereby release the productive potential inherent in people.

In 1938, more then twenty yeas before McGregor outlined
his concept, another menagement theorist, Chester L Barnard,
wrote in The Functions of the Executive that the authority of
a superlor was limited by what the subordinates would acoept,
Barnard was a self-made man with littlo formal education who
rose to a high position in the telephone industry. Based on a
lifotime of experience he felt that the role of an executive was
to coordinate information among executives, to plan and to
socure the participation of subordinates in executing plans;
wheress older mensgement theorists had assumed that men
worked for money and needed to be told precisely what to do,
Barnard preferred to think of the worker in a higher sense. He
believed that a man would contribute his efforts to a cause
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MEN
WHO
INFLUENCE

IF YOU HAVE THE POWER OF UTTERING THE WORD, YOU
WILL HAVE THE PHYSICIAN AND TRAINER YOUR SLAVE,
AND THE MONEYMAKER WILL GATHER TREASURES, NOT
FOR HIMSELF, BUT FOR YOU WHO ARE ABLE TO SPEAX AND
TO PERSUADE THE MULTITUDE.

Plato

FOR ANY MEDIUM HAS THE POWER OF IMPOSING TS OWN
ASSUMETIONS ON THE UNWARY. BUT THE CREATEST AID
15 SDMPLY IN KNOWING THAT THE SPELL CAN OCCUR TM-
MEDIATELY UFON CONTACT, AS IN THE FIRST BARS OF 4
MELODY.

Marshall McLuhan

1 once had a tenant with the unlikely neme of Bill Smith. A
tall, good-looking man in his mid-ffties, Bill's temples were
gray just where they were supposed. to be. He spoke in 2 mild,
soft tone, almost songlike, and smiled a lot as the words came
out. The words themselves were Jogical rather than profound —
easy to understand. I never had a tougher tenant than Bill, or
one who could negotiate as well. Before terminating the loase





index-234_1.png
Organize to Win Your Objectives 27

PHASE III-—IMPROVING THE
SELECTION PROCESS

Just because a man engages in negotiation in the course
of his work is of itself no reason to believe that he negotiates
well An excellent salesman or lawyer may be a mediocre
negotiator.

When products were less complex and three-bid buying
mare prevalent, it was no great risk to assume that competent
buyers were likely to be good bargainers. Today, the Depart-
ment of Defense procures go percent of its requirements on a
negotiated basis. The percentage is not as high in commercial
concerns but continués to rise every year. In view of the grow-
ing stakes it is time we focused on the selection process.

A price-support specialist attends twenty or thirty major
negotiations a year. He is thereby able to observe the abilities
of a Jarge number of men during the planning and implementa-
tion phases of the process. As such an observer, I was surprised
that negotiating skill could vary so greatly. Later, when con-
ducting experiments with this variable, T found that skilled
men did indoed outperform unskilled men by a wide margin
when both possessed toughly squal power,

Throughout the research that went into this book it was
cloar that personality factors contribute dramatically to effec-
tive bargaining. It therefore makes sense to select men care-
fully by taking the following steps:

1. The selection of representatives should be based upon
disoiplined obsarvation. Opinions of managers should be sup-
plemented by the opinions of trained obsorvers, who evaluate
the men in action.

2. Psychological tests should be given those responsible
for high-dollar-value transactions. Men with serious problems
associated with self-esteem, power and ambiguity should not
represent the company.
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favorable trade-journal publicity, The seller’s recoguition and
status goals are satisfied by publicizing his association with an
important national-defense program or customer,

3 How can bath benefit by Negotiator halping Opponent
towork for Opponent’s goals? For example, a Negotiator (seller)
may offer to provide the bugers organizstion with access to
computer facilities or technical literature otherwise unavail
able, In that way the buyer is in a better position to satisfy
his own money and knowledge goals.

4 How con both partics bensfit by Negotiator giving up
same individual or foint goals in favor af others? This sitmation
arises when a prime contractor and subcontractor agree to ae-
cept and share foint risks in arder to get a big contract from
the government. In this case risk-avoidance goals have been
sacrificed in favor of future money and power goals.

No group of questions can automatically guarantee that
two parties will take the right action to maximize goal satis-
Faction, It takes creative search, good will and patience as well.
The suggested questions are only a step in the right direction.

TEE EXCHANGE VALUE OF MOTIVES

‘We negotiatars are always faced with a conflict of interest.
Raxely if ever do the prioxities end values of the corporation
‘mesh’ precisely with our own. Sometimes a reduction of $100
from the seller’s asking price can be important to the buyer
but almost meaningless to his company. The buyer may des-
perately need the reduction to prove to his boss that the op-
ponent was tough but not impregnable,

Personal values are not corporate values. Tt may be ad-
vantageous from a company viewpeint to use a deadlock
maneuver, but it may iavolve so much personal risk to the
negotiator that he dare not use it, Can one equate the potential
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seven tests in an effort to recognize personslity differences. Let
us see how they differed.

Tn one test the subject and a stooge of the experimenter
were seated in a dark room. A light beam was projected on the
wall and then moved. The confederate attempted to influence
the subject regarding the amount of movement. Nonchangers
formed their own basis for judging the amount of movement;
changers did not. In a perceptual test involying orientation to
2 tilting chair end hidden figures in a drawing, changers were
less aware of subtle differences in their physical and visual
world than nonchangers.

Theee questionnaires were administered. The frst tested
whether subjects were inner-directed or outer-directed. They
found that changers had a strong noed for sacial approval,
security and conformity while nonchangers were concerned
with self-expression, creative striving and achievement. Chang.
ers focused their thoughts on peaple while nonchangers were
concemed with ideas and principles. The second questionnalre
tested whether the subjects were authoritarian or not. Changers
wwere harsh in their condemnation of social deviates, tended to
refect new ideas and admired people in power. Nonchangors
wers more accepting and had little admiration for power. In
the third test the investigators confirmed that nonchangers
thought more highly of themselves.

The final two tests exploed the subjects’ fantasy world. In
a figure-drawing exercise changers drew weak, dependent male
fignces that lacked sexual features. Nonchengers made stronger
male figures with sensual and semal charseteristics. A Ror-
schach test was administered and revealed that changers have
a passive self-image, lack imagination and are not critical of
themselves or othars. Nonchangers, on the other hand, were
assertive, analytical, creative and evaluative.

Two other variables appear fo predispose people toward
being easily influenced. One s a high need for social approval
the other is an inability to tolerate uncertainty and ambiguity.
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tion processes and standards, From this information and some
learing-curve theory it is presumably possible to estimate with
reasonable accuracy. Unfortunately, reality intervenes. Es-
timators are not nearly as knowledgeable abaut specifications,
processes or standards as we presume them to be. And even
i they were, there is rarely enough time to do a decent job.

The statistical approach is even more crude because it
requires the wisdom of a Solomon to divine just how complex
one thing is when compared with another. It also rests on the
assumption that the right relationships between cost and other
characteristics can be found. For example, an analyst can as-
sume that the cost of a rocket motor is proportional to its weight
and horsepower. This may or may not be true depending on
‘more factors than we tnderstand. Cost-estimating is still in the
dark ages.

Most companies continue to employ techniques that are
little different from those used in the Civil War. Its practitioners
are artists, not professionals, One may earn his license to prac-
tice with a shop background, a few magical words about learn-
ing curves and some common sense. Few practitioners have
the engineering or economic background to do a disciplined
analysis using modern tools.

Tt is always casier to describe problems than to find solu-
tions. Here are a few suggestions that will improve the price-
and cost-analysis capability of buyers and sellers:

1. Executives should demand a higher standard of analysis.
The moment they raise their aspirations they will be rewarded
by bettor analysis.

2. Professional engineers, economists and managerial ac-
countants should be lured inta the profession by offers of high
pay and prestige.

3. Better estimating systems and communication links
should be created to assure that contributors to an estimate
understand its assumptions.





index-215_1.png
208 A Program for Performance

dread. He is like a man with a reasonable credit rating who
won't go to the banker for fear the borrowing request will be
denied. The manager senses Joe's apprehension but has budget
problems of his own, so he allows himn to stay understaffed. Joe,
being 2 thoroughly insecure person, finds it necessary to work
late every night in order to prove his loyalty and compensate
for the lack of manpower.

The net result is 2 resounding shortage in Joe's respect
account, Afraid of the chief’s power and unsure of his own
competence, Joe is willing to settle for little respect, and little
is what he gets.

The subservient worker, no matter how competent, caunat
negotiate respect from his superior or associates. To win respect
one must act with dignity. Individuals who have 2 sense of
identity and are involved with work for its own sake have
respect for themselves. They are able to approach their bosses
as equals. They recognize that each has something to give and
something to get in the relationship. They accept authority
but demand respect in return. The boss cannot help but recip-
rocate in this man-to-man negotiation,

MAXING FRIENDS AND INFLUENCING PEOPLE
AT WORK

At 34, Harry is 2 millionaire. He deserves it not because
heis a brilliant engineer but because of a wnique ability to make
friends and influence people at work, especially systems engj-
neers.

Systems engineers are a difficult breed to work with. Like
most creative people they occasionally come up with ideas
that appear impractical. What makes it difficult is that “im-
practical” ideas are perceived to be quite practical by the
designers. It requires 1 wise person ko sift useful from useless
concepts without alienating these talented people.

Harry is in charge of advanced-systems marketing for a
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T DID NOT MATIER WHETHER THEY WERE UNSKILLED OR HAD
Less powER,®

When & man is lucky enough to face an opponent with
low aspirations he is cartain to win & great deal if he sets bis
goals high

4 FINDING - Timz MORE SKILLED THR NPGOTIATOR WITS-

OUT POWER, THE LOWER WAS HIS ASPIRATION LEVEL.®

Highly skilled men who lacked power became pessimistic
and lowered their aspiration level. The nskilled who lacked
power were more optimistic and did not reduce their aspira-
tions. Perhaps they were more oblivious to reality.

CONGCESS10N BEHAVIOR—RESULTS

QUESTION-Do winners have a differsiis concession
pattern than losers?

1 FINDING-LARGE JNITIAL DEMANDS IMPNOVE THE
FROBABILITY OF STOGESS.®

Tt appears that those who give themselves room to com-
promise are more successful with peaple who open with a
reasonable demond. Some stadents on American college
campuses seem ta have anticipated this finding, Certainly their
emands are high crough. [ one sense the backlash in various
state capitals represents bigh demands in the other direction.

2. FINDING - LOSERS MAKS THE LARGEST GONCHSSION 1N
& NECOTATION.*

‘Winners almost never made the largest single concession.
Lewyers in pacticular may be interested in the fact that
sucoessiul defendants did not make the largest concessian in
any negotiation.
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the fact that time limits havo a way of imposing & discipline
on both parties that can favor one mote than tho othcr. In
Chapter 1, Starmatic was foolish to begin negotiations at the
time requested by the buyer. Not omly was Starmatic un-
prepared, bt it fosfeited an casy opportunity to test relative
bargaining strength. It was no accident that 50 many agree-
‘ments were reached in the lost five mimutes of the experiment
or that Ho Chi Minh consented to serious peace talks 2 few
days before the clection in 1068. Deadline, whether real or
imaginary, can precipitate decision

Tho fait accompli mancuver is relatively unfamiliar to
businessmen but well known to diplomats, When one countty
takes over the territory of another in a surprise attack and then
‘egotiates from this strang position, they are using this manen-
ver. Lawyers employ the same idea when they tie up a
defendanf’s lorge bank account prior to & hearing involving &
much lesser amonat, Once some things are done, they can
become important realitics of bargaining power, This s true
rogardicss of whether the action taken is legal. The expression
“Possession is nine-tenths of the la” s to the point.

INSPECTION (EXAMINATION AND
VERIPICATION )

Tn negotiation, the question of truth i always a factor.
Both partics present arguments that require substantiation.
Credibility can he enhanced in a variety of ways. For example,
when & buyer is advised that he may review a seller's hooks,
the effect is to increase his faith in the integrity of the seller'
position.

The six mancuvers below are used to establish a bargain-
ing climate consistent with the stratogic noed for security and
the tactical need for crodibility.

1. Open inspection (full frecdom to examine)
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bility have combined to produce 2 great many landowners.
The house has re-emerged as a prime status symbol reinforced
by gold bathroom fixtures, spiral staircases, crystal chandeliers
and thirty-year expandable mortgages.

At the same time, easy credlit and technology have reduced
the importance of the horse-driven and horseless carriage. We
are now in an era of conspicuous nonconspicuousness in this
regard. The other day I saw u small foreign car that attracted
my interest. When I spoke to the owner he couldn’t wait to
tell me that it cost $7,500. I walked away impressed but dis-
turbed. After all, T was shopping for a compact car and this
car was Just compact enough in all but one respect.

In an afflvent society it is becoming commonplace for
‘middle-class families o join clubs for golf, tennis and yachting.
Since one club name and letterhead looks much like another,
one needs a scorecard for ranking clubs. The same is true of
private schools. With the deterioration of the central city, men
have been driven to find better educational facilities for their
children. The trouble is that the middle class is new at the
private-school status game and still confuses good education
with fancy old names. One Westwood private institution, in a
magnificent display of one-upmanship, advertises that it will
accept only those children with IQ's of over 135. Even the
waiting list has status.

Religious institutions have not escaped the modern search
for position. It is better to be an Episcopalian than a Presby-
terian, both of whom outrank Methodists, Catholics and Jews,
in that order. I am told that Reform Jews outrank Conservative
Jews, who stand above Orthodox Jews. I suppose it depends
upon who is doing the ranking.

The beauty of status is that there is almost nobody who
does not outrank somebody else. What made the movie
“Charly” so poigaant was that Charly outranked mobody, not
even Algernon, the mouse. In our society, everybody has a
place. Those on the bottom of the ladder are still trying to





index-238_1.png
Organize to Win Your Objectives 231

cost. Measure the process and the product is likely to tumn
out well.

CONCLUSION

Every significant negotiation contains a “zone of not
knowing” where risk is difficult to assess and reality blurred.
A skilled man can change the outcome by as much as 5 or 10
percent. For a large firm this may mean tens of millions of profit
dollars. For the government the opportunities are even greater.
These gains can be realized by organizing to win.
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“Can Can.” However, Khrushchev made one speech in which
he was profoundly correct, although the point made was not
what he had intended.

The Soviet leader, when asked to give a short address to
luncheon guests of the movie tycaon Spyros Skouras, decided
that he would contrast a Soviet industrial commissar in his
group with the host. The Russian asked his commissar to
stand up in front of telovision cameras and then proceeded to
tell the American people that this immensely powerful repre-
sentative of Soviet industrial might was more productive than
Skouras but owned nothing but the pants he stood in, For
once Khrushchev was sight, but it took a profound study by
a distinguished American psychologist to prove his point,

David C. McClelland in his fine book, The Achieving So-
clety, points out that persons with strong achiovement drives
demand more of themselves in performing challenging tasks.”
They wark harder, do a better job and value accomplishment
mor than reward. High-noed-for-achievement individuals want
tapid foedback from their work. They are interested in money
as a symbol of successful sccomplishment and not as an end
in itself, Furthermore, McClelland found that successful execu-
tives overywhere, cormunist, socialist or capitalist, were high
in nood for achievement. In that sense Khrushchev implied
that Spyros Skouras, had he been a Russian, would bave been
a mighty commissar with one pir of pants. As we shall soon
see, suceess, need for achievement, expestations and aspiration
level are intimately related.

RISK-TAKING AND EXPECTATION

How do you find your wife in the department store when
you lose her? Thomas C. Schelling believes that ta find her you
do not go to whero you think she is. Instead, you ask yourself
where you expect her to go based an her expectations about
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and public records of legal judgments. Sometimes much can
be leamed by simply visiting with en opponent and asking
questions. Another way to leam is ta ask questions of people
who bave dane business with the oppanent, T1l never forget
one reference who voluntoered that a contractor did marvelous
work, except when he was drunk.

In ane large company, information on suppliers is kept
ina data bank. Purchasing agents are assigned responsibility to
become expert on the production, financial and executive struc-
ture of specific suppliers. A dossier is kept on every important
supplier executive and includes personal as well as business
matters, Performance and negotiation history are used in a
dynamic way to build bargaining power. This company has
found that intelligent, well-coordinated faot-finding is the
comerstone of forceful negotiation.

WORTH-ANALYSIS

The third factor of strategic planning is worth-analysis.
To start with, worth-analysis differs from cost-analysis. The
difference is best illustrated by an evaluation I recently per-
formed for a friend who was asked by a movie studio to make
a training Rlm. The question was, “What is a day's work worth?”

My friend is a professional man who spends part of his
time lecturing and teaching, There were several ways to go
about the analysis. If the loss of & day's time in the office were
used as & basc, the flming was worth $g00. If we were to
‘consider it a lecture, its value would be $1,000. If his special
talent in the particular role were to be used as a standard,
then an additional $1,500 in acting and seriptwriting fees was
appropriate.

When the problem was viewed from a production stand-
point, it became apparent that the day's work wes worth $27,-
000. This was because four days” Slming could be crowded into
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while away from his family, but they are as involved as though
they were at the table. It is important to understand how 2
‘man bargains with those he represents—that is, the people in
his own organization or social group.

In & strict semse, organizations do not have objectives, but
people within them do. Each member of a decision-meking
coalition has his gvn level of aspirations and a personal defini-
tion of the critical issues. The negotiator is but ane member of
the cosltion that establishes group goals. Furthermore, cach
of the participants has an individual value system and repre-
sents a different degree of power, status and bargaining skil
What we normally call bargaining objoctives is really an out-
come of the in-group process.

Gonflict within an organization is the result of differonces
in facts, goals, methods or values among members, The varia-
cloms cquse group members to look at ismes in a personal way
and to search for group solutions that provide as much safety
and satisfaction a5 possible to themselves. In such cases, the
negotiator s faced with the uncomortable task of reconciling
a bewildering number of in-group demands. Unfortunately,
the opponent is not inclined to be helpful.

The negotiator's dilemma may be iatense. If, as 2 member
of the coalition, he is passive about participating in its delib-
evations, he may encounter & diffult situation at the table. On
the other band,  he decides to actively influence the coalition
mombers into lowerlng their aspirations, he may be accused
of not believing in the cause. The negotiator's boundary Tole
between his organization and that of the opponent requires
good judgment in dealing with both factions.

There are buyers who resolve the dilemma in the worst
possible way. They concentrate on reducing tho aspiration level
of their own coalition fustead of the.opponents. As & xosult
they rarely fail to meot & target, for their wants are low from
the start. These buyers usually have trouble when they have
a limited budget or a tough-minded boss.
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framework by which power can be perccived, tested and
‘manipulated. Attention will now be dirccted to four interesting
aspects of power—namely, no power, brinksmanship, focul
points and irrationality.

THE POWER OF YO POWER

We have good news for the negotiator who is always
complaining that he has lttle power. Thera is power in possess-
ing no power st all. Those with teenage children have en-
countered the no-power variation from time to time. Recently
a neighbor grounded his son for cutting classes. By week's end
the neighbor was completely frustrated because the boy had
openly defied the rules of grounding. Soon the boy was re-
stricted to quarters for one month and deprived of allowance
and hi-i privileges. The boy responded without anger; he
merely walked out of the house. Several days later he was
asked to return without any preconditions. The boy restored
the balance of poswer to & favorable position by rejecting his
‘pascats and their rewards.

Beleaguered debtors cen turn upon creditors on the basis
of no-power power. 1 have scen debtors respond to haxassment
by offoring croditors & choice betwesn accepting 20¢ on the
dollar or nothing at ll through bankruptey. Most creditors
acocpt the zof

The Taw is not unkind to suppliers who contract for tasks
beyond the state of the art, nor docs it fail to protect minors
who sign installment contracts. Ask any men who has been ex-
posed to a woman’s toars whather there s power in 1o power.

THE POWER OF BRINKMANSHIP

“Brinkmanship’”is » torm used by John Foster Dulles when
he was Secretary o State. His concept of diplomacy was based
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4 Hitler was aware that Chamblerlein spent the next
four days convineing the French thet Cermany could be
trusted. The Gzochs were hluntly told not to b unreasonable

by fighting back.

5. On September 22, Chambarlsin flew back to eastem

CGERMANY VS. ALLIES
RELATIVE BARGAINING STRENGTH. Table 1

THE GERMaN ROSITION

1. German generals reported
that the Cpechs were deter-
mined to fight, They told
Hitler thot Caech fortifica-
tions were sufficiently strong
to repulse the Germans even
without military help from
France ond England.

. Germuan intelligence reparted

that French and Czech to-

gether outnumbered  the

Nazis two o ove,

3. The General Stalf reported
anly twelve Gorman divisions
avallable to fight the French
in the west.

4 In Belin 2 massiva parsde
was staged. William L. Shirer
reports that less than 300
Germans watched. Hitler ot-
tondod and wasinfuriated
by the lack of nterest.

Germen Entelligence reported
that Musgalint had privately
decided not to ossist Hitler.

6. Germaa _ diplomats reported
that world opinion vwas over.
whelmingly  pro-Czechoslo-

valdgn,

THE ALLIED POSITION

. A million Caechs were ready

to fight from strong moun-
tain fortresses.

The French were prepared to
place 100 divisions i the
feld.

Anti-Nazi_generals in Ger-
many wers prepured to de-
stoy Hitler # the Allies
would commit themselves to
cesist the Caech takeover.

. Britih and French public

apinion was stiffening against
Germany’s outrageous de-
mands.

. The British feet, largest in

the wodd, was fully mo-
bilized for action.

. President Rogsevelt plodged

aid to the Alles.
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reference to past dealings that have worked out well or by the
performance of small or large promises prior to and during the
conference. In any case, the question of credibility should not
be left ta chance but should be carefully nurtured.

MESSAGE ( WHAT DID YOU 5AY?) CONTENT
AND APPEAL

Everything that goes on in & negotiation js a message, in-
cluding the conforence itsclf. A message may consist of com-
mitments, threats, moves and questions as well as nonverbal
clements. The follawing headlines from Victnsm are to the
point:

SAIGON REFUSES T0 PARTICIEATE IN TALES
Maessage: Saigon is independent of the United States

VIET CONG THROWS BIG PARTY IN SWANK HOTEL
Message: The NLF exists and has money

SAIGON DOESN'T LIKE SHAPE OF TABLE
Message: Some factions are more equal than others

SAIGON WILL NOT ADDRESS VIET CONG AT TAELE
Message: They do not cxist until we say they do

36-HOUR TRUCE—14 AMERICAN POW'S RETURNED
Message: Hanoi will respond if bombing stops

More will be said about the verbal and nonverbal content
of communication in Chapter 14. It is pertinent here to con-
sider recent research findings regarding the best way to make
message carry persuasive impact. The suggestions below are
based upon experimental evidence accumulated in the recent
past

1. Ttis more effective to present both sides of an issue.
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these exploiters is to run the other way at the first sign of bad
faith, If running is impossible, the only alternative is to get
help from the best lawyers, accountants and technical special
ists n town,

THE NEED FOR FLEXIBILITY

Maneuvers considered appropriate at the stert of a con-
ference may prove unsuitable as new information develops. A
negotiator should maintain a flexible attitude throughout the
meeting by questioning his tactics in a disciplined manner.
The points suggested below should be considered in the re-
evaluation:

1. Should maneuvers be changed o combined differ-
ently at this stage in the talls?

2. Are there any penaltics associated with unethical or
shady practices? Should there be any?

3. How will a particular maneuver be interpreted by
the opponent at this point in the discussion? Will
it destroy a desirable long-range relationship? Will
it make the point you really want it to make?

Proper selection of tactical maneuvers does not guarantee
success, but the negotiator who is attuned to their use and
ready to make adjustments can better defend his objectives
than the man who “plays it by ear”

TECHNIQUES

Techniques are the fnc-tuning mechanism by which goals
are reached. Among the most familiar techniques are agenda,
questions, concessions, commitments, threats, deadlock and
nonverbal communication. As Table 5 indicates, there are many
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my opponent and I had narrowed the settlement range to the
point where agreement was imminent. T decided to try e small
experiment in deadlock by deliberately creating an impasse.
Two days later I called the opponent and agreed to his terms.
Afterward 1 asked him how he had felt about the deadlock.
He told me that he had suffered from shortuess of breath,
some loss of selfconfidence, a degree of guilt and the fear
that he would have to go through all this work again with
somebody else. The strange thing was that I had created the
situation but nevertheless suffered the same symptoms as he.

A sample of one can be misleading, but there is little
doubt that deadlock is unpleasant. It is probably more intoler-
able to some people than to others, depending on their self-
esteemn and the alternatives available to them. In our experiment
we found that people with high aspirations deadlock more than
those whase aspirations are lower. However, high aspirants
are more successful than others when they do mot deadlock,
There is reason to believe that deadlock, if used judiciously,
can be an effective technique to win one's objectives.

PLACE OF NEGOTIATIONS

Where should a negotiation take place? At home if at all
possible.

During a baseball season 1 did a statistical analysis of the
outcome of the games played at home by all major-league
teams. OF approximately 1,200 games completed by late July, 50
had been won and 550 lost at horme. When we consider alt the
baseball clubs in both leagues, the probability of winning or
losing a game at home is 50-50. The fact is that such a large
number of victories could bappen by accident less than one
time in 2 hundred. In basebal! a team definitely has a better
chance at home than away. This finding is consistent with
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‘The nine goals, moncy, power, knowledge, achievement,
excitement, soctal, recogaition, security and congruence, are
what peaple negotiate for. Perception of goals plays an impor-
tant part in the process of gaining satisfaction and reaching
agrecment,

PERCEPTION

An opponent does not usually tell you what his goals are.
To find out you have to do a great deal of homework. The
model shown as Figure 7, Goals, Needs and Peroeption, pro-
vides a useful framework for anslyzing an opponent’s goals
in a thoughtful, disciplined way.

4 glance at the model will show that six perceptusl ques-
tions are suggested. The first three deal with the negotiator’
gosls while the last three are concerned with the opponent’s.

L. Questions related to Negotiator's goals:
a How does Negotiator perceive his awn gosls?
b. How doos Negotiator believe that Opponent
perosives Negotiator's goals?
< How does Negotiator want Opponent to per-
ceive Negotiator's goals?
IL Questions related to Opponent's goals:
4. How does Negotistar perccive Opponent’s goals?
& How does Opponent porceive his awn gosls?
£. How doss Opponent want Negotiator to per-
ccive Opponent’s goals?

The mere asking of a question does not guarantee a0
amswer, Assumptions based on facts and observations must be
made, One thing that makes the job a bit easier is that people
are predictable.
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truisims as: “I¥s a good idea to brush your teeth after every meal
it at ll possible"; “Mentalillncss is not contagious”; and “Every-
one should get a yearly chest X-ray to detect signs of TB at an
carly stage” McGuire prepared to challenge these ideas in 2
systematic way.

Subjects were divided into three groups. One group re-
ceived a defense freatment that provided it with reasons stp-
porting the belicf. The scoond was allowed to develop reasons
againss the belicf and counterarguments ofisetting those rea-
soms. The third was given a double defense—that is, the “sup-
portive” approach of the frst combined with the “negative”
approach of the sccond.

Aftor prtreatment, each belief was exposed to massive
attack and opinion-change mcasured. Here is what McGuire
found:

1. The double defense given the third group proved most
effective. A belief is best reinforced when a) the believer de-
velops arguments in favor of it and b) practices offsetting the
argumenis of thoso who do not believe in it.

2. The second defense was mext best. When a beliover
practiccs offsiting the arguments of disbelievers, he dovelops
immunity.

3 The least effective defense, by far, was one in which
the believer merely gave himselF good rcasons for supporting
bis apinion without any regard to the opinions of dishelievers.
However, even this “supportive” defense was found to be much
better than no defense at all.

4 The best way to improve any defense was to assure that
the person partisipated actively in its development.

5. The greater the mumber of arguments in any defense the
greater was the degree of inowulation achicved.

6. All defense treatments became less offcctive over time.
Those in which the believer took no active part and those
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The committee convenes formally at least five times during its
life.

1. When the procurement plan is submitted
for matification

2. Prior ta issuance of proposal requests

3 Prior ta source evaluation

4 When the source is selooted

5. Prior to negotiation

‘The men learn to understand the aspirations of other team
members and to respect their various skill long before negotia-
tion takes place. Discussions with prospective suppliers are
conducted with discretion in order to preserve bargaining
power at a later date. The meetings also serve to acquaint the
buyer with technical and risk aspects of the purchase, All told,
a climate of negotiation is created in which sensible long-
range decisions can be made.

‘Management systems do not always work the way they
are supposed to, but this onc works well. Information to and
from suppliors is carefully contralled. Members serve as com-
munication links in an information-gathering chain. Auditors,
jnstesd of worrying entirely about overkiead and labor rates,
become concerned with the adequacy of cantrol systems and
supplier profit forcoasts. Cost-analysts perform on.site studies
and bring back information about deficiencies in scheduling and
quality. Engineering contacts are viewed as an opportunity to
better understand the supplier's personality, perceptions and

als.
B e Hughes system is far from flawless. There are times
when personalitics clash and team leaders prove inadequate.
Too many occasions arise where specialists dominate the
committee and make a farce of the procecdings. Time and tal-
ent ae rarely adequate to provide fist-rate worth- and cost-
analysis. Chief negotiators are not selected with the care that
such laxge purchases deserve, While these deficiencies are not
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THE EXPECTED-$ATISFACTION THEORY

The Satisfaction Model of Negotiation is shown in Figure
9 The model applies to transactions between people as well as
countries. It applies as well to buying a house as to buying &
missile system. The best way to understand the theory is by
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antee success, A seller may be in a preferred position, but if
neither he nor the buyer percsives the advantage, he has none.
Conversely, the seller may be in a weak position due to lack of
business, but if the buyer does not percelve this, the buyer's
power is ot enhanced.

Third, power may be exerted without action. If an op-
ponent believes that action can and will be taken against him,
it may be unnecessary to act.

Fourth, power is always limited. Its range depends upon
the situation, government regulations, ethical standards and
present or future competition.

Fifth, power exists to the extent that it is accepted. A
buyer who énsists that he will not be exploited by a monop-
olistic seller is less likely to be victimized. Some people are
simply less willing to be dominated than others and would
rather do without than be exploited.

Sixth, the ends of power cannot be separated from the
means. One cannot hope to develop a loyal customer by nsing
exploitive tactics. Several years ago we did business with a
ruthless supplier because it was to our best interest to da so.
The supplier, an aggressive conglomerate, was aware of its
bargaining position and took the occasion to be uncompromis-
ing and disrespectéul o aur people. It was a short-lived victory,
for it is now distrusted by industry and government buyers
alike.

Seventh, the exercise of power always entails cost and risk.

Eighth, power relationships change over time. The balance

of power moves as the balance of benefits and contributions
from the parties change.

These principles are applicable over a wide range of ex-
change situations. The following story illustrates many of the
principles in a bargaining situation that would challenge even
Arthur Goldberg,
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fact that they were professionals that caused them to bargain
as serlously as they did. But one can never be sure that men
will do their best work under game conditions, On the other
hand, those who negotisted for the Starmatic Company in
Chapter 1 were not s serious about a real-life situation as they
should have been,

Make no mistake, this experiment is but a minor link in a
growing chain of knowledge. With experimental and analytical
work of the highest order conducted by social scientists and
economists, exch passing day provides new insight into the
negotiation process.
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fors status in exchange for some benefit of a real ar psycholog-
ical nature. A negotiation takes place betwsen them.

Statos affects performance and perception as well as
communication. Peogle expect more from those of high rank
and are rewarded, for thase above tend to acoept the obligation
to perform. One study showed that the lows ezpected the highs
to participate in community affairs. When highs were asked
why they were involved, many replied that they were only
doing what was expected of then. In another experiment, sub-
jects were asked to estimate the future performance of high-
and low-status indjviduals in tasks unrelated to their reputa-
tions. The fnding was that those with high status were expected
to do better. This led one researcher to conclude that “status
breeds status.”

People seem to have a need for confirming status in others.
When they look at & low-ranking person they perceive him to
be conforming, unsure and easily influenced. The man of posi-
tion is seen as independent, self-motivated and assertive.

Although the evidence is by 1o means complete, the high-
status man appears to have much more going for him in a
negotiation than his low-ranking counterpart.

CONGLUSION

The question of status in negotiation is controversial. At
my seminars, old hands sometimes express doubt about its im-
portance, Their arguments are persuasive, for they insist that
other factors—such as power—are more eritical. I would be
the first to agxee that status in itself is not 1i.kely to win a
negotiation. However, 1 believe that it plays an often neglected
part in determining the outcome. Status has an effect on team
leadership, docision-making, aspiration level and the percop-
tions of an opponent. Status is like money in the bank—it can
be exchanged for something else of value.
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did very well compared with the average. Qccasionally a seller
in the aerospace business decides to raise his proposal price
tmmediately prior to conference, The buyer is usually taken
aback and finds himself fighting desperately to achieve the
original price rather than some lower target. The reason for
escalation may be legitimate or purely tactical. A wise nego-
tiator will recognize the mancuver and refuse to accept its
premises,

Two other maneuvers are of practical interest. The bud-
get bogy maneuver is used by buyers on the basis of its surface
legitimacy. The seller is faced with a fixed dollar amount,
which becomes a focal point. If the budget constraint is ac-
cepted by the seller, he is then forced to reduce the price and
scope of work.

A seller should never accept the assumption that a budget
is firm without testing the premise and learning why another
source of funding is unavailable. Most budgets are mare
flexible than they look. Large amounts can sometimes be
shifted from account to account by a clever controller if the
pressure to do so is maintained. An apparently firm constraint
can fade away if the budget period can be reshaped by time
and purpose.

The amazing part of the budget maneuver is that sellers
too often bring this plight upon themselves. A buyer or en-
gineer asks the seller for some approximation of the cost
months before the final design or quantity is determined. The
seller, anxious to please, states a figure and thereafter boxes
himself in because the buyer incorporates the amount into
his product-market mix. One is reminded of Shakespeare’s line
in Hamlet, “Words without thoughts never to heaven go.”
Prices submitted for a buyer's planning purpose too often are
“words without thoughts.”

The Chinese Auction maneuver has overtones that, while
ethical, are at the very least severe. In this manenver the buyer
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THE AUDIENCE

Most complex negotiations involve more than one person
on each side. Jt is 1o longer possible for one person to be adept
at technical matters, law, accounting and economics. This is
true of the retail buyer as well as the industrial buyer. In
aerospace negotiations the problems are incredibly complex
and the zone of uncertainty so large that opposing teams con-
sist of engineers, pricing specialists and auditors to assist the
team captain. These men constitute the audience in a negotia-
tion. On the surface they appeas to be of one mind. But as Likely
as mot their unanimity of purpose is apt to prove more vul-
nerable than it looks.

The team members are individuals with both common and
divergent interests. Despite the procedural dicturn stating that
the buyer is the leader, the real leader may well be the en-
gineer. The team members are not equal in status or in au-
thority. To complicate matters still further, the audience also
includes interested parties back home.

‘The real-estate salesman makes it his business to recognize
the needs of prospective home-buying families in terms of
their individual motives. The good points of a home are
described so that each member's wants are aroused and his
fears allayed. The salesman knows that a negotiation will take
place back home, 5o he wants each family member to work on
the other in his behalf.

In the Persuasion Model, seven audience factors are shown.
A negotiator who wants to persuade his opponent must con-
sider each factor from an individual as well as team standpoint.
He must give thought to sudience perception, information,
attitudes, motives, language, values and roles. In addition he
should keep two points in mind. First, an andience responds to
messages that provide rewards. They like communications that
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where you will go. Schelling is convinced that real world nego-
tigtions are settled when expectations of hoth parties converge
as they do in his depactmentstore illustration Perhaps we
should have settled the Vietnam war in 1965 by letting Presi-
dent Johnson find Ho Chi Minh in Macy's depertment store
during the Christmas rush. Be that as it may, there is little
question thet expectations play 2 crucial role in bargaining,
particularly in the area of risk-taking and aspiration level.

Expectations are associated with the achievement motive.
People with a high need for achievement behave as though they
expect success. John W. Atkinson, a colleague of McClelland,
posed this guestion: “T know that poople with a high need for
achievement tend to be successful but 1 want ta know how they
actually behave in ways that tum out well?” He developed a
theory that invalved expectation, risk, achievement motive and
incentives.?

Atkinson reasoned that men are torn between the rewards
that come from success and the dangers that come from failure,
They are driven by a desire for success and a fear of failure.
People choose goals that are likely to provide the most personal
satisfaction considering 1) need for achievement, 2) reward,
3) risk of failure and 4) expectations of sucoess. People carmot
make this computation consciously. Instead, they reason it out
as best they can based on their past history of sucoess and
failure in similar situations.

The Atkinson Aspiration Model, shown in Figure 2, says
that (ndividuals set their aspiration level by evaluating the
pleasure of success against the displeasure of failure. They
strive to reach goals that maximize the totel attractiveness of
the task. However, the first thing that strikes us about the
diagram s that persons with a strong desire for sucoess do not
Took at risk in the same way as those who stress the avoidance
of failure. The success type prefers visks in the 5o-50 range
while the failure-type prefers short or long odds. Success-
oriented people maximize task attractiveness by setting their
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to analyze power end decision-making, to seleet effective
people and to understand the theory and anatomy of negotis-
tion constitutes a base of power available to buyer and seller
alike. Can anyone afford to relinguish this source of strength?

PERCEIVING POWER

Power, notwithstanding its source, must be perceived if it
is to exist. Two ingredients of perception are essential: the
bargainer must know or think he has power while his apponent
must believe that power exists and accept its authority. Figure
3 Tepresents a concept of power that incorporates three ele-
ments: sourees, perception and negotiation anatomy.

To perceive power objectively, it is not enough to simply
ask, “How much power do I have in relation to my opponent?™
‘The questions that should be asked fall into two categories:

A Questions related to Negotiator's power:
How does Negotiator perceive his own power?
2. How does Negotiator believe that Opponent per-
csives Negotiator's power?
3. How does Negotiator want Opponent to per-
ceive Negotiator’s pawer?
B. Questions related to Opponent’s power:
1. How does Negotiator perceive Opponent's
power?
2. How does Opponent perceive his own power?
3. How does Opponent want Negotiator to per-
oeive Opponent’s power?

Perception plays o major role in creating bargaining power.
The manager of a car agency remarked that the average buyer
is bis own worst enemy. There are many cars to choose from
in Los Angeles, but buyers tend to fall in love with a specific
model after shopping around for a fow days. Onoe the choice
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to tell the story because he was convinced that the great finan-
cier had outfoxed himself. Vanderbilt's price would have been
$40 million,

With due respect to their business wisdom, in this instance
both were poor negotiators. That they expressed satisfaction
with the outcome is not unusual. Knowledge about negotia-
tion has progressed litle since J. P. Morgan's day. Businessmen
are as unaware now as they were then that performance can
be improved if they organize to win, Yet, the stakes are high.
I have seen managers push, threaten and plead with their
employees to mect tight production budgets which were tight
only because the manager himself made bad mistakes at the
bargaining table. With proper training and organization, such
mistakes can be avoided.

The program to be proposed is practical. It can be imple-
mented at relatively low cost and with a minimum of organiza-
tional disruption, All that is required is a commitment to
improve performance and a recognition that modern concepts
are mecessary.

A POSITIVE, TOUGH-MINDED PROGRAM

There are four parts to the program. Phase I and I
should be implemented together. Phase Il and IV involve
organizational rethinking and may be initiated later. For best
results the entire proposal should be adopted. If this is not
possible, substantial gains can still be realizod by partial
implementation. The four phases of the program are:

L Improve negotiation planaing
T1. Establish a broad-based training program
1I1. Ymprove the negotiator selection process
IV. Establish a high-level negotiation activity

This program rests on the premise that a company or
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GOAL-SETTING BEHAVIOR

People set goals for themselves even when they are un-
aware they are doing so. The person deciding between an
Oldsmobile and a Cadillsc is saying something about his
status goals, The person deciding between dropping out of
high school or continuing through college is assigning hiwself
a place in society. The exccutive wiling to tolerate a mediocre
staff is indicating his own standard. Our role is to learn how
people set goals and to apply this knowledge to negotiation.

An individuals level of aspiration represents his intonded
performance goal. It is a reflection of how much he wants—
that i, a standard he sets for himself. It i not @ wish but @
firm intention to pesform thut involves his self-image. Failure
to perform results in loss of self-respect. Given such & harsh
definition of “aspiration level,” we will direct our attention to
how goals are established.

We should imagine an athlete who has just run the
100-yard dash in ten seconds. If the rumer is competitive he is
likely to try for .9 seconds in his next race. If the next race
is run in ten seconds he will experience disappointment. On
the other hand the runner will be elated if he lowers his
rocord. Thus we see four steps in goal-setting: 1) starting per-
formance (ten seconds), 2) establishing a level of aspiration
(99 seconds), 3) subsequent performance (9.9 seconds) and
4) feelings of success.

Americans are racing through life trying to maintain or
exceed present levels of achicvement. We set targets for occupa-
tlon, income, status and power. The world provides & quick
feodback, thereby causing us to continuously reassess our
aspiration levels and set new goals.

A Portune study asked people about their lifetime-income
gouls. Men carning $5,000  year zeported they would be happy
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negotiator is or how stupid his opponant may he. Third, the
Perry Mason concept of interrogation appears to me inappro~
priate to negotiation and Lkely to be counterproductive. A
man should not be trapped into an snswer. L heve seen men
play lawyer and convert the session into a battleground for no
purpose but to serve their egos. Psychological rescarch indicates
that questions ssked in o supportive climate are more apt to
eltcit useful answers. Most investigators conclude that people
plaved in a defensive position withhold information and tend
ta distort what they hear and what they say. Fourth, it is best
1o keep questions simple. A great deal can be leamed from
answers that explain where, who, what, which, why, when
and how.

From the viewpoiat of the person who answers a question,
the following thoughts may be uscful. First, not all questions
need be apswered. Many questions arc asked for which no
auswer is possible; others are asked without expectation of
reply. The comect answer is one that is related to the strategic
plan and not to the questioner's purpase. A negotiation con-
ference is ot & classroom, nor is i a place to please the other
party by being accommodating.

Second, a negotiator should frame his apswers o5 a
politician does. The wise politician is aware of his party's
platform and kriows how to integrate the needs of local
constituents to the overall program. Bargainers who do not have
a clearly definitized strategic plan will find themselves in the
embarrassing position of providing answars that violate their
long-range objectives.

TRREAT
By its very nature, negotiation involves a degree of threat.

The fact that rewards can be withheld or punishment inficted
by deadlock constitutes & threat. The central question that
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Tn the course of rescarch one discovers an amazing abundance
of vscful material. It is possible to give credit to but a few of
the men and women who stimulated my interest in this subject
For the reader who desires a larger bibliography, T suggest that
e refer to my dissertation on flo at the University of Southern
California, Los Angeles.
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How 2 negotiator copes with stress caused by in-group
demands is critical. He may respond in either an active or
passive fashion, depending upon his personality and perception
of the situation. An active response will consist of efforts to
suspend final group judgment on expectations until maximum
information is available. The active negotiator will also cope
with wnrealistic goals by persuading members to modify aspise-
tions on the basis of new inputs from the bargaining table.

A passive advocate may take an entirely different ap-
proach, He may permit a deadlock to develop and let the mem-
bers figare their own way out. A clever man can rationalize
discrepancies between actual and expected performance after
making a half-hearted attempt to achieve goals. Passive advo-
cates have also been known to quietly advise opponents that
their own organization is not to be taken seriously about cer-
tain demands. It is obvious that whenever possible active
negotiators should be selected. Furthermore, they should be
granted sufficient prestige and personal security to assure that
they speak their minds without fear.

An appreciation of the in-group-bargaining process per-
mits 2 negotiator to understand how an opponent makes
strategic and tactical decisions. With this knowledge he may
adjust bis own plans to change the opponent’s in-group values
and expectations.

Tt is not possible to do justice to the five bargaining proc-
esses in a short chapter. A detailed discussion of four of these
processes is availsble in the baok A Behavioral Theory of
Labor Negotiation,

NEGOTIATION—A THREE-ACT DRAMA

Soon after President Nixon took office he visited Europe.
Upon returning he was questioned by reporters about the status
of Victnam negotiations, which had produced no results for
three months. The President stated that talks were entering
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tmay reach their goals afoot but the journey will be long &nd
full of risk, (Indesd, for some who negotiate, the wheel is yet
to be invented.) The wheel provides 2 better way.

Our wheel has seven spokes composed of the basic ele-
ments of negotiation. These elements may be constructed of
strong steel or termite-ridden wood. The wheel itself raay stll
function even if most of its spokes are missing or defective.
But how dependably?

Similax to the automobile tire, the rim is made of fibers—
Bbers consisting of planning, strategy, techniques and a few
lesser-known matesials, To contine our analogy, automobiles
onos ran reasonably well on welded steel hoops. This wes satis-
factory untl somebody designed the solid-rubber tire, Though

‘THE WHEEL OF NEGOTIATION

e =
e

,é'
4%'%.

Flgtire 10. THE WHEEL OF NEGOTIATION
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BUDGET NEGOTIATIONS

In 1966, Governor Reagan announced that state agencies
would be required to reduce manpower levels by 10 percent.
There was an uproar as people (mostly Democrats) wondered
how anybody could be insensitive to California’s growing needs
in education, welfare and mental health, In the aerospace
industry we tend to take such cutbacks clamly because they
are a way of life. We negotiate.

If our company president had announced a 10-percent cut
in manpower, 10 percent of our people would have been laid
off. However, Bill would have reduced his department by 12
percent and Don by ooly 8 percent. Bill is a consistent loger
and Don a winner in budget negotiations,

Bill and Don are competent men who rose to responsible
positions before they were thirty-five yeass old, They approach
the annual budget by laying out objectives and determining
manpower requirements. Both realize that objectives are never
as clear-cut as they ought to be and that manpower allocations
are, at best, only rough estimates. The difference between the
two men in handling budget negotiations is worth understand-

Bill does not believe that the budgetary process involves
share bargaining but looks at it as 2 problem-solving session.
After he makes a plan he reveals all facts to the director,
including those areas in which uncertainty exists. If he is asked
to cut back by ten men, he indicates as precisely as possible
those activities that will be reduced and those that will remain
adequately manned. The director has little trouble under.
standing Bill's presentation, as all aress are carefally delineated
and open to inspection and adjustment.

Don wses a different approach. He tends o view the
budgetary process as & negotiation in the broadest sense. While
he recognizes that part of the process includes problem-solving,
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issue was so important to both parties that it was never re-
solved,

Share bargaining involves a high degres of self-centered-
ness. If  party is to achieve high targets he must discaver all
he can about the opponent while hiding information abaut
himsolf. Successful share bargaining involves intensive fact-
finding, analysis, secrecy and tact. For instance, at a negotia-
tion several manths ago an engineer innocently told a supplier
that his proposal was the only ane of six approved from a
technical standpoint. In the engineer's zeal to work out speci-
fications the company bargaining position was weakened. When
confronted with the results of his disclosure, the enginoer ex-
plained that the seller probably knew as much about the
competitive situation as we did. It was a foolish and costly
assumption.

The goal of share bargaining is to find a setflement point
that resolves the conflict of interest in cne’s own favor. In that
light it makes litle sense to say or do anything that might
conceivably improve the bargaining position of the opponent.

THE PROBLEM-SOLVING PROCESS

Tn every negotiation it is possible for both parties to help
cach other at o expense to themselves. If each understands
the problems of the other and openly tries to solve these prob-
Jems together, both can benefit. We call this the problem-solo-
ing process. Let me illustrate with a practical example.

1 Inow a man who collects credit cards but never uses
them for borrowing, Unlike most of us he ears money from
his cards. When shopping for a washing machine he visits
several discount houses, compares model prices and buys from
the store quoting the lowest price. As the manager writes up
the credit charge the man suggests that he be given a discount
for cash. Tt works almost every time, A majority of store man-
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These are the eight questions that the experiment sought
to answer:

L. 18 THERE 5 AELATIONYHIP BETWEEN ASPIRATION LEVEL

Py

DO INNESS HAVE A DIFFERENT CONCESSION PATTERN

THAX LosERSP

3. IS POWER EXPLOITED DIFERENTLY BY SKILLED AND
VNSKILLED NEGOTIATOSS?

4 DOES THE SKILL OF A NEGOTIATOR DETERMINE OUT-
conP

5 CAN SKILLED NECOTIATORS KSTIMATE WHAT AN OP-
PONENT WANTS BETTER THAN THOSE LESS SKILLED?

6. 15 SETTLEMENT TIME TELATED 7O $UCCESS?

7.

8

HOW AR DEADLOGE, SUCGESS, AND FAILUTE RELATER
DO STICCESSTUY, AND UNSUCCESSFUL NEGOTIATORS RE:
PORY BQUAL SATISFACTION WITH A FINAL AGREEMENT?
The mast difficult part of the project was to design
method for messuring skill. It was somewhat essier to contral
power systematically, and to measure outcome and sucoess
in an objective way, How this was accomplished will be de-
seribed briefly.®

THE METHOD

One hundred and twenty professionsl megotiators from
four major aerospace companics vohunteored to pasticipate in
the experiment. As buyers, subcontract administrators, contract
managers and termination specialists, they represented the
buying and selling side of the industry.

Each man was precvaluated by two of bis managers

* For n detgled acoount of metbodology the yeadet 1s dirocted to
the dissertaion A Study of the Relakonship cf Negotistor Skil and
Powar as Determinaats of Negodiation Otteome,” Chester L. Karrass
Uatversity of Southern Californe, Los Angeles, Californis, 1965,
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agers would rather get cash than incur paperwork and delay.
They prefer to grant a 5 percent discount to a customer than
pay 5 percent to  finance company. He has discovered a basic
principle of the problem-solving process—that is, to gain satis-
faction for one or both parties st no expense to cither.

Opportunities to solve mutual problems between buyer
and seller exist in every contracting situation, When an cn-
gineer and supplier work together to define specifications they
arc cngaged in problem-solving bargsining, Other examples
of problem-solving concern matters such as progress payments,
systom approvals and billing methods. It is not unusual for &
buyer to issue 2 proposal request with an excess of standard
and special clauses to protect his legal position. However, these
terms may conflict with a suppliers business pracedures and
create unnocessary hardship. For example, if a seller's account-
ing system is on & monthly basis it may be cxpensive to provide
cost reports weekly. In that case both parties may gain if they
settlc for & midmonth estimate and an socurate report monthly.
The same potential for joint gain exists in other parts of the
contract,

The policy of purchasing supplies from the lowest of sev-
eral bidders is & sound practice hat can be improved simply
by recognizing the problem-solving process. Sugplies should
be purchased from the lowest of several bidders after appor-
tunities for joint problem-solving have been considered with
onc ar more of the lower bidders. A seller may be willing to
grant options, stock-reserve quantities or provide favorable
credit terms in a manner not covered by his proposal. In any
case, gainful arrangements can be made for both partics, It
makes o semse to close one’s mind to the gains available from
joint problem-solving mercly because thiee bids have been
received.

Al that is ncoessary for success in problem-solving is ade-
quate time, good will, open-mindedness and motivation. A sup-
portive, nonjudgmental, communieative climate can help both
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factor. Persons who think well of themselves are less vulnerable
to opinion-change and less susceptible to influence than persons
who do not.

Individuals who have a good self-image inifiste attempts
to influence, reject influence and believe that they are more in-
fluential than those who see themselves in a lesser light. A sub-
stantial number of studies agree that low-self-esteem persons
are persuasible, feel inadequate under pressure and do not
assert themselves.

‘The relutionship of self-esteem to persuasibility was clearly
seen in the case of a man I once worked for. When I first met
him, he had recently been promoted to vice-president and
was scared, What made matters worse was that his predecessor
had done the same job exceedingly well.

Tn the early months the new man took advice from every-
body. He listened carefully to old friends and associates, and
many of his early decisions were based on the advice of these
well-meaning people. For about a year 1 was assigned to a
remote location and we lost touch with each other, but I heard
rumors that he was gaining acceptance among those on top.
When we met again the change was obvious. 1t was not that he
looked well, dressed better or had his office appointed in good
taste. All this was true, but in a sense only symbalic of same-
thing else, the flavor of which was captured by a chence ro-
mark. He said, “You know, I've learned in this job that my
ability is better than that of most of the people who give me
advice. It took me a year to figure out that 1 have this job and
they don't because 1 have better judgment.” I left without
word of counsel. It took the *Bay of Pigs” to teach a similar
lesson to President John F. Kennedy, Sel-esteem is very closely
related to persussibility. There are, however, other critical
factors.

Two investigators conducted a series of experiments with
a group of people classified by psychological tests as changers
and nonchangers.’® The subjects were then given a battery of
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along a scale consisting of forty-five scparate bargaining traits.
Each trait was individually weighted on the basis of a survey
of high-Jevel purchasing excoutives. For example, the survey
rovealed that exccutives assigned a 15.0 weight to planning
ability and @ 1.2 weight to stamina. Neither managers nor volun-
teors were aware of the rating system or relative troit weights.
Negotiator trait scores were determined by a computer.

Prior to the experiment all subjects were matched in sets
according to trait score. Opponents met for the first time in
a private office where they were given a plaintifi- or defense-
attomey kit, which contained some information known to both

om0 Shilled men
(8518) did not improve
e
A
=
£ w
H
gé
f

X Y

Equal Plaintiff power—>  Supertor

pawer plaintf
power

Figure 1. POWER AND NEGOTIATION QUTCOME
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cently two professors tried an experiment? They built a
barricade between bargainers so that neither could see or
hear the other. Demands and offers were passed under the
table. Instructions to both were identical, with one exception:
one was told he was expected to achieve a $7.50 settlement
and the other $2.50. The experiment was designed to favor
neither party—thet is, both had an equal chance to get $5.00,
What happened? Men twho expected $7.50 got 87.50 while those
told to expect $2.50 got $2.50.

The conditions in the experiment described in Chapter 2
were different. Where the professors’ subjects were students,
ours were professionals; where they limited communication
between negotiators, we created face-to-face encounter;
where they induced an artificial level of aspiration, we let
each man decide for himself, What good negotiators knaw will
happen happened: subjects with high aspirations got high
settlements; those who wanted little got Little,

Interestingly, those wha were successful and these who
were not expressed equal satisfaction with the outcome. ¥ can-
ot recall the last time & negotiator returned from a conference
and reported dissatisfaction with an agreement. When people
want and expect less, they are satisfied with less. John Mase-
field, the English poet, may have had this in mind when he
said, “Success is the brand on the brow of the man who
aimed too low.”

Tn life, as in negotiation, it appears that those with high
aspirations reach higher goals, The question we must ask is,
“Do men bring lifelong aspiration patterns into the conference
room?” T believe they do. There is a growing body of evidence
that supports this contention,

The time has come to consider aspiration level in its
relationship to goal-setting, risk-taking, self-esteem, persistence
and success. OF all the journeys into negotiation, this is perhaps
the finest trip of all





index-80_1.png
You Have More Power Than You Think 78

weere also morc concemed with maintaining good relations than
fighting back

Another experimenter discovered that well-adfusted per-
sons, when placed in new sitmations, perceive relative pawer
mare aceurately and are more effective in infuencing group
‘members than those who are not.

Expertise, lnowledge and skill are related to feclings
about power. 1¢s logical that those who knaw more about s
subject should feel mare confident in influcncing another to
their viewpoint, But what happens when people merely think
they know morc than an opponent but in reality do not? Does
the fact that they think they are experts affoct their attitude
toward power? Fusthermore, what happens when the cxpert
runs into an adversary who won't be infiuenced? Does he alter
his peroeption of power?

These questions were asked by George Levinger in an
exciting experiment invalving a simulated city-planning con-
forence between a designer and en associste. The dosigner
proposed a design and was supposed to convince the assaciate
of its merits. Tn all cases the assaciates were stooges of the n-
vestigator and wore instructed to either reject or favor most
points in the proposed plan, The designor was informed in ad-
vance that the associate was or was not an expert in city plan-
ning The pairs then prococded to discuss twenty-four decision
points. Levinger measured: 1) the mumber of attempls to
influence made by the designer, 2) the number of times the
designer xesisted infiucnce and 3) the number of positive state-
ments made by the designer about his own rights in the matter.

The investigator found that designers who were told in
advance that an associate was an cxpert in city planning felt
weaker initially and continued to be worricd about resistance
to their proposed ideas even when the associate evidenced 2
clear pattern of agreement. On the other hand, designers who
considered themsclves superior made morc attempts to fn-
fuence and were more assertive. The evidence seems clear that
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he never forgets that share bargaining exists. Don does not
accept the idea that a 10-percent cut need affect him s it does
others. He is also aware that his subordinates are likely to
maintain a higher level of morale if the reduction is minimal,

From past experience he hes leamed that managers who
can maintain hidden slack in their organization become avail-
able to do special jobs that the director needs done, but finds
difficult to assign. Therefore Don pursues a negotiation palicy
that biases uncertainty in his favor and thereby overstates
manpower requirements. He starts high and concedes slowly,
as he would in a purchasing transaction. The results are pleas-
ing. Don always has hidden slack in his organization. When
business is bad he loses fewer men, and when business picks up,
he gains manpower before his associates do.

Although both hold positions of equal responsibility at
this time, some differences can be seen in the functioning
of their departments. Don’s people appear more relaxed, more
informed and a bit more innovative than men in Bill’s organiza-
tion, When the director retires next year it's a toss-up as to
whether Don or Bill will get the job. What do you think?

PROGRAM MANAGEMENT AND NEGOTIATION

The best program manager I ever met was Charlie. In
the aerospace industry one learns to be a bit skeptical about
people who promise to meet delivery dates and cost commit-
ments. So rarely do such promises materjalize that when they
do one has to look for reasons to explain them. Charlie was
indeed rare; he delivered what he promised.

The frst program to which he was assigned was a’ small
cost-plus-fixed-fee contract of $2 million. The problem was
difficult: to design and produce a new computer display system
in eighteen months on a tight budget. The manager of & smal
program normally has only two or three men working for him
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large company and bas twenty of the most “way out” thinkers
under him. They respect his judgment and intelligence. An
active listener, he looks for hidden meanings in words and
‘mannerisms. His response is rarely threatening to their status.
Knowing the limits of power, he prefers to use persuasion
rather than raw authority.

Harry spends most of his time negotiating with the men.
Keenly aware of their achievement and status goals, he never
‘permits himself o them to forget that company performance
is the objective that makes personal aspirations possible.

When values conflicts arise in the engincering cost-control
area, Harry negotiates an agreement, He does not hesitate to
dive & hard bargain with the men and is not afraid to use
power to win a critical point. Years ago he received stock
options for this ability o reach workable and productive agree-
ments with the “prima donnas” of the engineering profession.
This special talent is not wasted when he confronts government
officials in a marketing capacity. He is 2 great negotiator.

THE DEADLINE DILEMMA

Jim heads up the experimental machine shop in a large
company but will soon be fired He goes from deadline to
deadline, breaks delivery promise after delivery promise.

Jim's customers are the design engineers, an elite group
of creative people who seem to worry about time when they
have run out of it. Most orders are brought to the shop with
demmands that they be completed the day after yesterday. The
roasons for uzgency are always good, but no better than the
other 300 orders on the production board. Jim's problem is not
intellectual; he is simply 2 poor negotiator—a man who can't
say no.

Tn answer to the unteasonably high initial demands of the
customer, Jim usually turns to production-contra} charts from
which logicel delivery dates are develaped. The only trouble is,
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Status symbols are as obvious to executives as military insignia
to an officer.

One may still ask, “What diffcrence does all this really
make in negotiation?” Research indicates that it makes quite
a difference.

EXPERIMENTAL FINDINGS

We can best see how status works if we look at it through
the viewpoint of sélf-worth. A person’s status is intimately as-
sociated with what he thinks of himself. It is hard to assign
oneself to a position of low rank and et eojoy high self-cstoem.

Investigators have discovered that those with low status
introduce “job-irtelevant” subjects when speaking to  their
bosses. On the other hand, those with high status intiate *job-
directed” talk. In another study, half the people were given
zeason to feel they ranked high and the other half low. The
investigators found that Jows have  stronger meed to send
messages to highs than vico-verss. However, on a social basis
it is the highs who iitiste invitations to dinner, suggest first-
name relationships, borrow combs and introduce casual social
conversation while the lows sit back and wait ta be spoken to.

In keeping with the above results, it scems that people
segregate themselves from classes much above their own. A
recent survey found that 83 percent of newly married couples
selectod mates from theiz own o the next social class. Marriage
between the butler and the millionare’s daughter is rare. Socal
contact between a buyer and a division manager is likely to
be just as rare. Perhaps this is related to a finding that indicates
that low-status people feel ill at case with those abovo them
because they feel that they have relatively little to offer.

In that light, some sociologists have called status an ex-
change pracess. The theory is that people trade status just as
they trade goods. When a high person talks to a low, he con-
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ness of moving men and material along tracks, they would be
among the most powerful corporations in America today. This
strategic decision lost them the opportunity to enter and
dominate the automabile and sirplene matkets in their infancy.
Tt was a poor chofee of product-market goals rather than a tac-
tical error. A negotiator may also overlook major goals in his
concern with making 2 good deal.

The foremast problem for & megotiation strategist is to
make sensible product-and-market decisions, Long before nego-
tiation starts, a seller must ask whether the customer repre-
sents the market to which he wishes to sell. At the same time
a buyer must determine whether the product offered fits into
his product-market mix. It makes little sense for Ford buyers
to shop for expensive radial tires on a small car like Maverick
or for a poor man to drive a Continental. Product-market strat-
egy is @ question of corporate self-identity. It asks, “What
business am 1 in and how does this transaction fit into the
plcture.” If the purchase or sale does not ft in, it shouldn't be
considered at all

Product-market decisions for the buyer are specifically
concerned with make or buy, end-product pricing, quality of
product, competition, exploitation of power and long-run sup-
plier relationships. For the seller the decisions are similar. Where
the buyer decides to “meke or buy” an item, the seller may
make an equivalent “sale, franchise or license” decision. Ob-
viously the time to worry about product-and-market policy is
not at the conference table. There is no “right” price for the
wrong product,

FACT-FINDING AND SEGURITY
Fact-finding and secusity are primasily strategic rather

than tactical problems. Although a negotiator can Jearn much
about an opponent at the table, the bulk of his information
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his legitimacy through institutional advertising, trade associa-
tions and political pressure. Even the seller’s right to a fair
profit and the buyer’s right to a fair price have a legitimacy
deeply rooted in our culture. In each case the principle is the
same; the buyer, the seller and the government sre building
strength on the basis of higher institutional or cultural mu-
thority.

4 BALANGE OF COMMITMENT. Commitment, loyalty
and friendship arc benchmarks of power, Those with teenage
children are awarc that one of the strong bases of parental
authority is associated with companionship rather than ma-
terial rewards. Managers often learn that 2 mediocre worker
who is committed to company objectives may be more effective
than a talented but less dedicated man,

Ina martiage, the party who cares most about maintaining
the relationship gives up a degree of power to the party who
is less committed, The commercial and diplomatic world do not
iffer in this respeet, Purchasing cxcontives have long realized
that buyer and seller must be committed to each other's long-
Tange interests if & satisfactory business relationship is to exist.

5. BALANCE OF KNOWLEDGE. Knowledge and the
control of information is power. The more a negotiator knows
about an opponent’s objectives and bargaining position the
stranger he is. Knowledge of product, marketplace, legal
phraseology and regulations is also a source of strength. By the
same token, a thorough wnderstanding of the theory and prac-
tice of professional negotiation is an essential ingredicnt of
power.

6. BALANCE OF COMPETITION. Competition has an
important effect on bargaining pawer. The seller who can keep
his plant busy on other work and the buyer with multiple
sources arc in & strong bargaining position.

Competition can also be created in other ways. A buyer
may incresse competition by bringing other economic forces
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TACTICS,
DEADLOCK AND
COUNTERMEASURES

E ]

‘TACTICS: THE SCIENGE AND ATT OF DISPOSING AND MANEU-

VEFING FORCES IN COMBAT; THE ART OF SKILL OF EMPLOT-

ING AVAILABLE MEANS TO ACCOMPLISH AN END
Webster

WHERE ENTS ARE AGREED, THE ONLY QUESTIONS LEFT ARE
THOSE OF MEANS, AND THESE ARE NOT POLITICAL BUT
TECHNICAL, THAT 15 TO $AY, CAPABLE OF BEING SEYTLED Y
‘EXPERTS.

laaich Berlin

EVERY MEANS TENDS TO BECOME AN END.
Ignazio Silone

.

Semator McGovern believes that the strategic question in
Vietnam is whether Americans should ever be involved in &
shooting war on the Asian mainland, As far as he is concemed
we should not. He therefore insists that our tactics at the peace
table are entirely wrong,

President Johnson believed that our military presence in
Vietnam would assure the vitality of demoeratic institutions
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STRATEGIC PLANNING AT HUGHES AIRCRAFT

The Hughes Aircraft Company does an excellent job of
strategic planning in its major subcontract activity. An under-
standing of the system is important, as it brings to bear most
of what we have discussed.

The key to Hughes' success in major purchases lies in its
commitment to team decision-making and an early-waming
information system. A Procurement Committee 35 organized
years before a requirement is formalized in order to assure that
overall company objectives are recognized.

The committee cansists of members from engineering,
pricing, quality, finance, program-management and purchasing.
The group seeks to blend overall company needs with those
of the individual functions. When trade-off conflicts arise they
are surfaced and negotiated. The committee has responsibility
for making strategic decisions in the following areas:

Make or buy

Prime contract and customer considerations
Future potential

Creation of maximum competition
Technical limitations

Funding and time limits
Information and fact-finding control
Supplier attitudes and relationships
Product-market integration

. Worth- and risk-analysis

k. Source evaluation

@ te e o

A subcontract manager serves as chief commitéee executive
and negotiator throughout its life. His role is to maintain com-
munications between members, to secure participation n de-
cision-making and to plan the procurement from eradle to grave.
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courage of the soventy-three-yoar-old Svoboda, these men
night have perished in a Moscow jail. Considering the bravery
of these people against an oocupying power, one canot help
wondering whether they might have held Eitler at bay thirty
years earlier. Svoboda and the Crechoslovaks do not perceive
power as other subjugated peaple do.

Power relationships exist everywhere. The form may be
black, green, military or political. In this chapter we will find
out what power is and why some people are intimidated by it
while others are not.

Americans generally assume that the powerful party in a
negotiation will exert the greatest influence. But we are begin-
ning to wonder if this common-sense notion is true. At many
universities students have captured administrative offices; in
France a strike that engulfed the nation and Charles DeGaulle
began with a routine demenstration at the Sorbonne; Senator
McCarthy, campaigning without funds in New Hampshire,
captured the imagination of Americans and helped to unseat
an incumbent President; in Vietnam a fourth-rate power has
successfully repulsed the United States, Power, like beauty, is
to a large degree a state of mind,

THE BASIC PRINGIPLES OF POWER

One step in preparing for negotiation is to evaluate the
power balance between opponents. Such an aalysis is not
possible unless the principles of power are understood. For
prectical purposes power may be defined as the ability of a
negotiator to influence the behavior of an opponent. The eight
principles listed below are applicable to most transactions.

First, power is always relative. Rarely if ever does a buyer
or seller enjoy complete power.
Second, power may be real or apparent, The fact that 2

position is supported by logic, justice or force does not guar-
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him to behave. This is rarely better illustrated than in a per-
sonal-injury case where those with an equity in the final settle-
ment include the person injured, the insurance company, the
negligent party, the home-office claims executives, the local
claims manager, the field claimsman and the independent ad-
juster, Each plays a part in the behavior of the opposing
attorneys. When so many people have expectations and send
different role assumptions governing the behavior of one man,
it is inevitable that role-conflict occurs,

‘The most commen type of conflict occurs when two senders
want different things. If my boss wants me to negotiate on
Saturday, I cannot take my children to the football game. If
I must be in Belleville, I cannot supervise my employees in
Los Angeles. If an engineer must solve a technical problem
on the assembly line, he cannot provide proper support at the
conference table.

Occasionally conflict is created when one party sends two
roles that are incompatible. For example, it is not uncummon
for engineering to demand that a buyer negotiate a low price
but at the same time provide him no latitude or time to solicit
competitive bids. A buyer’s wife may want him to earn more
money but insist that he be home for dinuer promptly at five.
Another source of conflict occurs when the demands of a role
are incompatible with a man’s personal values. An acquaintance
of mine is an executive in the trucking business. I¥s a dirty
business, with lots of side payments, including bribes and
callgirls. He hates that patt of the job but knows 1o other way
to make a good living,

Role-conflict creates ambiguity and tension, A negotiator
cannot play every part assigned him but must instead negotiate
an acceptable performance with those who have an equity in
his behavior. He must comply with some demands, modify
others and even ignore a few. How he resolves conflict depends
upon his personality and relationship to the various role-senders.





index-139_1.png
132 The Heart of the Bargaining Process

ducting business it is necessary to decide which of these five
relationships is appropriate from a strategic standpoint, For
etample, we may decide that American long-range goals with
respect to mainland China are best served by a policy of mu-
tual accommodation. Considering the extremely aggressive
attitude of the Red Chinese it may be necessary to pursue a
policy of mild aggression modified by oceasional acts of hostil-
ity, accommodation and open cooperation. This mixed strategy
‘may serve to communicate our determination to reach a mutual-
accommodation relationship. Attitudinal bargaining plays a
part in every negotiation.

THE PERSONAL-BARGAINING PROCESS

‘When two men sit on opposite sides of the table each is
confronted by an additional edversary; himself. You will re-
call the negotiation that took place in Belleville on July 3.
From & personal standpoint there was one hidden issue: to
return to Los Angeles prior to the four-day holiday.

An individual struggles to reconcile competing needs and
goals by negotiating a suitable arrangcment with the outside
world, An exchange process goes on within him in which one
need is traded for another. In the last analysis he chooses a
pattern of behavior that he believes will provide the most
satisfaction for the energy fnvolved,

It is evident that 2 negotiator must strike @ bargain with
Rémself, The outcome of a negotiation may well depend upon
bow one party or the other reconciles role-conflict,

THE IN-GROUF-BARGAINING PROCESS

Tavariably negotiators bargatn for others as well as them-
selves. A man may transact business with a real-estate broker
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in the home. Although men still do the handywork and women
cook, there are important changes afoot. Men are doing more
of the housework and shopping chores. Women are taking a
lacger role in financial management and bill-paying.

All is not lost, hewever. The Detroit study shows that
female-dominated men are only henpecked to a degree: they
quietly fight back by refusing to do as much work around the
house as those men who enjoy equal power. Yes, it does appear
that division of labor and decision-making in marriage are
governed by the same forces as those in industry: sbility,
energy, tradition and knowledge.

When the study team investigated marital satisfaction,
other clements of marrizge negotiation came to light. They
found that communication skill, soclal sense and aspiration
level contributed to satisfaction.

The happiest wives were those who did ot work but
accepted the role of host-companion in their husband's business
affairs. Those who were happy also reported that they discussed
work problems with their spouse on a daily basis. The role of
aspiration level was indeed interesting, Women who aspired
to higher levels of companionship, sex, income, power and
status tended to achieve higher goals and were happier than
those who wanted less.

The negotiation game goes on from honeymoon through
retirement. In this game one need not be  Morgan or a Vander-
bilt to play, but skill is very important. The ability to negotiate
effectively can be one factor that spells the difference between
a tolersble and happy marriage. The people you are about to
meet are “real.” Several have done a poor job of bargaining and
are paying a terrible price.

MONEY DIFFERENCES

Frank and Pearl have been married for twenty years
and have two teenage children. He is proud of his competence
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3 FINDING - FEOFLE WHO MAKE SMALL OONCESSIONS
DURING NEGOTIATIONS FAIL LESS.*

Those players who were obstinate—that is, those with low
concession rates—rarely lost. They either deadlocked or won,

4 FINDING - LOSERS TEND TO MAKE THE FIRST COMFRO-
o)

Suceessful bargainers force the opponent to offer the first
concession. There were several deadlocks without u concession
on either side.

5. FINDING - SKILLED NEOTIATORS MAKE LOWER CON-
CESSIONS AS THE DEADLINE APPROACHES.®

As pressure mounts, skilled men appear to have greater
control of their concession behavior than do unskilled men.
The unskilled bargainer made astounding concessions as the
deadline approached. Many held firm through the session only
to yield large dollar amounts at the last moment.

6. FINDING~ 4 VERY HICH UNEXPECTED INTTIAL DEMAND
TENDS TO LEAD TO SUGCESS RATHER THAN FAILURE OR DEAD-
Lock.

In this experiment both parties wers told that the plaintiff
was to make an initial demand of $1,075,000. A few plaintiffs
chose to start at $2 million. They won handily. Unfortunately,
only seven men tried this sophisticated form of “low-balling.”
Five won heavily, one deadlocked and one lost—but did quite
well for a loser. The number of cases is not large enough to be
significant but deserves further study.

Sellers are surprisingly sucosssful when they raise an
initial proposed price based upon so-called new information.
This technique tends to force the buying team into the position
of begging the seller o be reasonable—that i, to accept his
originel asking price. Hitler used the same tactic agalnst
Chamberlain and succeeded in winning almost all of Czecho-





index-106_1.png
CHAPTER 8

STATUS

-

YOU| SAID THE CATERPILLAX CONTEMPTUOUSLY. WHO
ARE 70U

Lewis Carroll

1N AMERICA, YOU ARE WHAT YOU 20.
Daniel P. Moynihan

E s

Some years ago an officer told me about an Air Force train-
ing fllm on negotiation in which one team was led by a
colonel and the other by a major. He chuckled as he recalled
that overy serviceman in that room knew who would win. Is
it possible in reul life that we give the benefit of the donbt to
the colonel?

Human behavior can be analyzed from the standpoint of
social relationships such as status, role and group action. In
this chapter we will be concerned with status, which is defined
by Webster's as a position or rank fn relation to others.” Its
Fun to talk of status because all of us are invalved with it

ANIMAL STATUS SYSTEMS

Dominance systems exist in animal as well as buman or-
ganizations. Most of us are familiae with the pecking habits
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loss of a million dollars to the company against the need for
job security? No. All we can do is differentiate between corpo-
rate and individual priorities. If we do our job well, it is likely
that we will achiove our objectives while assuring that the
total exchange of needs, goals and goods permits both parties
to enjoy greater satisfaction.
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projects and water programs. There is no Golden Rule that
specifies what 15 or is ot fair; no simple formula determines
what share belongs to Idsho, Texas or California. Justice not-
withstanding, the allocation of federal funds is settled by hard
bargaining. In 1968 I read that a young Western Scnator told
a rcporter that he did nat “give & dama” for President John-
son's Vietnam policy. The President reportedly retorted, “That
gay will give a damn when he tries 10 get a dam.” Later in
the chapter we will learn of 3 politician who was probably
the tworst negotiator of his time, and perhaps of all time.

Ninety percent of. all lawsnits are settled out of court.
Some lawyers have high aspirations and thereby enich their
clients; others do not. One lawyer may believe that 2 whip-
lash case is worth $3,000 while another may appraise the same
case at $5,000. The critical role of bargaining skill and aspira-
tion level in determining setflement outcome will receive
detailed attention lLater

Some businessmen are poor negotiators. They unknow-
ingly give away the store. The story that follows involves the
loss of  relatively large amount of money in only & fetw hours.
Because it is true, the company name has been changed to
protect those who still work there.

THE STARMATIC COMPANY

Years ago the acrospace industry was a lot better of
than it Is todsy. When the Russians began the “space race”
with Sputnik in 1987, Americans were shocked. They realized
that President Eisenhower had mede 2 poor decision in
serapping space supremacy for economic reasons.

“After Sputnik the people demanded action. This was good
news for thosc in the missile business. Since fow suppliers
knew anything about this new technology, the govermment
was willing to spend money to teach them. Study contracts
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they could no longer improve the satisfaction of one without
hurting the other. If, in the example above, the grocer were to
refuse the best offer and insist on Bef for five cans, then the
tourists unit cost would rise to 12.8¢ whill the grocer's profit
Tose to 14¢. The grocer would benefit at the tourists expense.
Proposal (E) is therefore considered to be a share-bazgaining
proposal.

One more important point should be illustrated, Neither
the tourist nor the grocer knows how much satisfaction he wil
get from the agroement. Each has expectations abont the
future. The grocer may make the deal, then see & 30¢-per-can
tourist walk in a moment later. The touist may open the cans
and find them spoiled. The clement of expected satisfaction is
an integral part of every transaction, People evaluate future
events in a personal way and attach different dollar and psy-
chological values to them. They often pay a great deal for
‘privileges that are rarely, if ever, enjoyed. For example, I know
2 couple who spend $500 a month in boat and membership
foes at an exclusive yacht club while using the facilitics only
two or three times a year. Future events show a perverse
tendency to vary from cxpectations, but cach individual bas
his own discount rate for tomorrow’s satisfaction. The fact that
some are wild optimists and others are dour pessimists s also
& vital part of the negotiation process.

A SUMMARY OF THE THEORY

The Expocted-Satistaotion Theory may be summarized in
terms of seven basic propositions:

Proposttion 1-Negotiation is not stoply a good deal for
both parties. While cach must gain something, it is #mprohable
that they will gain equally.

Propasition 3-No two value systems are likely to be the
same. The grocer's concept of heans and money was oot iden-
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STRATEGY

E e ]

1 ASKED B, “WHAT BUSINESS ARE YOU NP “THNE BUSt-
NESS OF MAKING MONEY," HE SAID, “SUT WHAT DO Y0U
DOP* “ANYTHING THAT PAYS A PROFIT,’ HE REMARKED.
I SHOOK MY HEAD AS I LEFT IS YACHT. “THATS NO
STRATEGY”

Anonymous

THE SIMPLE PLAN,
THAT THEY SHOULD TAKE, WHO HAVS THE POWES,
AND THEY SHODLD KEEP WO CAY.

Wordsworth

E ]

Years ago 1 ran into & litle thing in the New Yorker that made
a distinetion between strategic and tactical planning.
“Long range goals:
1. Health—more leisure
2. Moncy
3 Write book (playP)—fame ////t?
“Immediate:
1. Pick up pattorn at Hilds's
3, Change faucets—eall phumber (who?)
3 Try yoghurt? P
From the Diary of @ Lady
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opponent wants, 2) how much ho wants, ) how badly and
4) what he is willing fo give up to get what he wants, Xt is
a technigue for testing preconference assumptions about the
opponent.

In 1960, two psychologists concluded that the “Ideal”
bargainer had high aspirations, opened with a high demand
and made smaller concessions than his opponent. Our experi-
ment confirmed these findings. It appears that the “deal” con-
cession pattern is an effective test of an opponent’s inten-
tions.

Several writers have debated the question of initial offer
and its relationship to first concession. They have suggested
that three opening buyer gambits deserve consideration:

1. Reveal no initial positio
2. Reveal & minimum position.
3. Reveal both minimum and target position.

In my opinion, the first approach is by far best, but un-
fortumately sellers are rarely nice enough to let a negotiator
get away without rovealing an initial position, A little bit
of thought about the third position reveals that it is patently
absurd since it assumes that & buyer can easily retreat from a
higher offer (target) to a lower if the seller ungraciously
refuses to accept the higher offer.

The scoond position deserves careful thought because
it is deceptive. If 2 negotiator is serious about achieving his
‘minimum position, he would be insane to open with that
figure. Once the minimum is stated at the outset, an opponent
has every reason to believe that he can do somewhat better.
It is safe to say that tho best opening gambit is an offer
below the desired minimum, provided it has a degree of logic
‘hehind it. Wherever possible, one should be prepared to con-
cede something in the course of & negotiation. On the other
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ot surprising that value conflicts arise between these functions.

A similar but less serious division exists between contract
manzgers and program managers. Contract adwinistrators value
caution, ethics and persistence while program managers place
less emphasis on these virtues and more an self-esteem and
the willingness to risk being disliked. Contract managers ap-
pear to be more bureaucratic in temperament than the men for
whom they negotiate.

DIFFERENCES AMONG COMMERCIAL
NEGOTIATORS

Commercial negotiators—that is, attorneys, accountants,
real-estate salesmen and retail-clothing buyers—viewed nego-
tiation in much the same way as those engaged in the indus-
trial field, with several notable cxceptions. As a group, those
in commercial activities placed greater emphasis on analytical
ability, self-esteem and patience. The differences between
various professions is tabulated in appendix II and sum-
marized below.

Attorneys and accountants see negotiation as a problem-
solving affair rather than as a quest for reaching objectives.
No other professions surveyed were so emphatic on these
points. It should be noted that the real-estate and retail-buying
professions were outstandingly objective-oriented.

Real-estate people value initiative and willingness to take
risks more than most groups, but attach least significance to
planning. They and retail clothing buyers emerged as the in-
dividualists of the commercial group.

As the survey is expanded, two points become clear: 1)
the difference in opinion between various professions is sig-
nificant, and 2) when members of different professions assist
one another at the bargaining table they are likely to view
negotiation traits in diverse ways, A good team leader will
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odds against success are very long or very short. They are less
persistent in the middle range of success probability.

In our experiment, skilled men with power did not explojt
unskilled opponents. The explanation may lie in the Atkinson
aspiration theory, which predicts that success-oriented nego-
tiators would lose interest as success became assured. A review
of the concession data indicated that low-power defendants
were conciliatory, thereby causing the powerful skilled plaintiffs
to lose interest even faster.

The same thing happens in sports oceasionally when a top
team is defeated by a third-rate competitor. John Wooden,
basketball coach of the college-champion UCLA Bruius, at-
tributed his team’s two defeats in 100 games to the letdown
associated with a string of easy victories prior to the losses.

Atkinson’s experimental studies indicate that persistence,
expectation and risk-taking are related. For those who manage
men who negotiate, the findings should give rise to thought.
Skilled men lose interest in tasks that offer little chance of
success. They give up more quickly than their less gifted coun-
terparts. Perhaps that is why Sir Francis Bacon cautioned the
prince to use “absurd men for business that doth not well bear
out itself.” Be that as it may, in our experiment highly skilled
men who faced more powerful opponents were pessimistic,
Towered their aspirations and did not do well,

REALISM, ASPIRATION AND MENTAL HEALTH

s good to have high aspirations, but it’s not good if they
are so high as to be unrealistic. There are many people in
mental hospitals whose aspirations outstripped their capabili-
ties. The reality of daily living is 4 stem taskmaster that pro-
vides rapid feedback to thosc whose goals are unrealistic.

A person’s mental health is related to his self-esteer. The
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energy s then directed toward higher needs. As one is lled
another takes its place in an endless chain, as needs and espire-
tions change throughout & man's life

Needs are related to goals. When a need is unsatisfied, be-
havior is energized toward a goal. Tn that sense needs energize
bebavicr while goals give direction to it. A goal such as money
Is capable of satisfying many needs at once. Let us look at the
gouls of man for a decper insight into why men negotiste.

Selt

ctmalizaton
Worth

Love
{affcion and acceptanes)

safety
{protection, comiort, predicabily}

Basosumtal
thusger, it repruduction)

Figurs 6. MASLOW'S HIFRARCIY OF NEEDS
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‘group of social seientists have used computers to conduct stud-
jes relating bargaining behavior to personality. They have de-
veloped a personality-attitude test that measures such traits
as aggressiveness, risk-avoidance, self-control and suspicions-
ness. There is preliminary evidence that such measures are
related to outcome.* For example, bargaining pairs composed
of persans scoring high in conciliation and risk-avoidance
achieved higher total payments for both parties than pairs
composed of persons low in these traits. Further research is
likely to provide greater insight and thereby improve our
ability to select good diplomats.

THE FIRST SURVEY—SENIOR PURCHASING
EXECUTIVES

An experiment that attempts to find a relationship between
ability and outcome is kikely to be meaningless unless skill
can be measured objectively. It was not enough to match men
on the basis that they were good or bad or in-between. In
order to apply a numerical measure to ability, three answers
were necessary:

1. Which traits are important?
2. How does each trait rank in importanceP
3. How much more important is one trait than another

(weight)?

A decision was made to obtain answers by taking a survey
of high-level purchasing executives—that is, men who have
themselves engaged in large transactions and commanded sub-
ordinates as well.

Prior to the survey, traits were divided into six’ clusters,
each containing seven or eight atiributes. Included among the
Task-Performance traits were stamina, planning, knowledge,
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is made, the buyer forfeits the advantages of a competitive
market. An alert salesman perceives and exploits this shift in
power by raising the price through extras. If the buyer stopped
to analyze his perception of power prior to final agreement, he
would be inoculated against lowballing and thercby avoid the
purchase of high-priced extras, which were never wanted in
tho first place.

2 3 v

£ ”

H - gpision,
Elf ] e subprocesses

Figure 3. FOWER AND PERCEPTION MODEL
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4- Probability-cstimating nsing Monte Carlo simmilation or
oquivalent methods should replace present single-point or
“mas-min” range estimates.

5. Statistical sampling and decision-making techniques
should be utilized to a far greater degree.

6. Parametric estimating techniques should be developed
by trained people who can understand its potential and limita-
oms.

7. Estimating standards and data should be developed and
saved with 2 view toward practical use and easy retrieval.

1f & company desires to improve its cost-analysis capability
a5 quickly ss possible it should begin by following suggestions
2 and 2. A commitment to sce the program through will facil-
itate the other recommendations. [n time all aspects of the
program will become operative and professional ecomomic
analysis & way of corporate life.

STRATEGKC DECISION-MAKING

Someone has to decide which strategic goals arc important
and which are not. When little is at stake and the issues simple,
one man can decide; but when the negotiation is comples the
decision becomes a group responsibility.

In the last analysis, groups do not have goals, but people
within them do. Each person in the group tends to regard the
issues from his own viewpoint and aspiration level In the
course of group interaction & ncgoliation takes place that re-
sults in wha s commanly called “group ohjectives.” It i power
and bargaining skill, s well as facts and assumptions, which
determine such matters as product market mix, make or buy,
the use of power, fact-finding metbods and selaction of the
chicf negotiator,
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goals accordingly. Thase who ave not stable behave unrealisti-
cally; they somstimes raisc aspirations in response to serious
failure or lower their goals in response to sucoess. In any case
the mental maturity of a negotiator s directly relevant to his
ability tn set realistic goals.

PERSONALITY AND ASPINATION—AN
OVERVIEW

Tn the light of recent experimental Endings we may draw
some conclusions about the relationsbip of personality to aspira-
tion level. The schievement-oriented person s attracted to
tasks that involve skill. Unlike the gamibler, he prefers to tzke
mid-range risks and tends to be realistic. He likes to do a job
well for its awn sake, and he is 2 persistent striver who believes
that hard work pays aff. This type of person tends to approach
ambiguous situations with confidence of success, enthusiasm
and optimism.

Achievement-oriented persons take a long-term view of
lifc. They plan 2nd direct their energies to projects that take
time to complete. They are problem-solvers and obstacle-
removers, paticnt, determined and competitive. Whn they have
a job to do and nced help, they choose cxperts. On the job
they tend to talk shout business rather than other matters. They
bave a lesser noed for closure and black-and-wiite solutions
than those who are not achievement-oriented.

The achicvement-oriented person expeets success and
therefore sets his aspiration level high. He succesds because he
is realistic, persistent and receptive to feedback.

CONCLUSION

Negotiation is one of the last fronticrs of cld-fashioned en-
trepreneurship in American business today. It is best carried
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he will not get the order. Realistic risk-taking and risk-identifi-
cation are major elements of buying and negotiation, The buyer
must probe to uncover this mutually unpleasant aspect of
procurement,

g Many buyers ae stll confused in their thinking about
negotiated purchases; the government is not. Armed Ser-
vices Procurement Regulation 3-805.1(]), below, represents a
sensible policy for commercial industry.

Whenever negotiations are conducted with more than one
offoror, auction techniques are strictly prohibited; an ex-
ample would be indicating to an offerar & price which
must be met to obtain further consideration, o informing
him that his price is not low in relation to that of another
offeror. On the other hand, it is permissible to inform an
offeror that his price is considered by the Government to be
too high, After receipt of proposals, no infarmation regarding
the mumber or identity of the ofierars participating in the
negotiations shall be made available to the public or to
anyone whose official duties do not require such kaowl-
edge. Whenever negotiations are conducted with several
offerors, while such negotiations may be conducted suo-
cessively, all offerors selectod to participate In such nego-
tations . . shall be offered an equitable opportunity to
submit such price, technical, or other revisions in their
proposals as may Tesult from the negotiations. All such
offerors shall be infarmed of the specified date . . . of the
closing of negotiations and that any revisions to their pro-
‘posals must be submitted by that date. Tn addition, all such
‘offerors shall also be informed that sfter the speciied date
for the closing of negotiation no information other than
uotice of unaceeptability of proposal . . . will be furnished
to any offeror until award has been made.

On the surface the above comments are relevant pri-
mmarily to professional retal and industrial buyers. In point of
fact all who buy are affected. Those who scoff at this should
try to buy custom stereo or seuba-diving equipment. Tt almost
requires an engineering degree to make the proper risk-cost-
quality trade-offs. Whether we like it or not, consumers will be
wise to become maore professional in their approach to buying
and negotiation.
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tend to set much higher goals than if success is moderate. When
failure is moderate, there Is a tendency for people to reduce
aspirations slightly. A massive failure is normally followed,
howaever, by a sharp drop in aspiration level.

Third, a person does not experience success or failure every
time he does something, He gets little satisfaction from doing a
simple task and feels no sense of defeat if the job is too far
above his capability. Only if a task lies close to the upper limit
of his ability does & man become involved enough to fesl good
or bad about performance. It follows that behind every experi-
ence of success or failure lies conflict. On the one hand a person
tends to set lower targets because he fears failure; on the other
he tends to set higher targets because he desires success.®

Tt is wise to consider every maneuver and technique in
terms of its effect on the opponent’s feelings about success and
failuse. A moderate offer on the negotiator's part may be con-
sidered a massive success by an opponent who has low aspira-
tions and may encourage him to revise his goals upward to
unrealistic limits, Everything that is done during negotiation
should be designed to change the opponent's level of aspiration
in the desired direction through the success-failure mechan-
ism. More will be said jn Chapter 14 about how techniques
like concession can be designed to affect the opponent’s aspira-
Hon level and concept of success.

THE ACHIEVEMENT MOTIVE AND $UCCESS

Some years ago the fiery leader of the Soviet Union, Nikita
Khrushehov, made a dramatic visit to the United States. Evezy-
where he went he made trouble. When invited to a dinner by
the Mayor of Los Angeles, Khrushchev treated his hosts to 3
speech on how the Soviet Unlon was going to “bury” the United
States. After visiting a flm studio he came away announcing
disgust at our vulgar taste in producing something as sily as
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carriages, yachs, money, huge serving staffs and tremendous
parties made the rich different from everybody else. In the
depression years the rich found that discretion was the better
part of ostentation. Jt became & good deal wiser to avoid un-
necessaxy display while milions were unemployed. This trend
contitiues 1o the present day. Wealth is not ss easy to scc as
it once was. Only a few, ike Aristotle Onsssis or J. Paul Getty,
have the desire to advertise their riches on a grand scale,

‘There is stll one good way to prove that you are really
wealthy, and that is by throwing money away. At the tarn of
the century, conspicuous consumption consisted of private
railroad cars and huge yachts. Today the symbols of waste ae
a bit more suble, consisting of bosts that are sarely used, ex-
pensive mansions that are empty and chauffeusless Rolls-Royces
cantying kids to expensive private schools. Wealth, women and
waste contimue t be the three foundation stones upon which
status in America is built.

Veblen predicted that Americens would continue to imi-
tate the tastos of the very rich. We have only to look at tele-
vision to sec that his theory has not been lost. In fact we are
developing new ways of measuring status that raight have sur-
prised Veblen.

EMERGING §YMBOLS

As the twentieth century draws to a close, modern status
symbols have emerged. First, there is the diploma clite. The
college diploma has split the middle class into two groups:
those who hold prestige jobs and those who do not, And now
even the diploma-holders are threatened by the emergence
of an ammy of computer-based men, mathematical manage-
ment scientists, with doctorates. So the present-day manager
is uncasy in the face of a techuology he is unprepared for.
Modern financing methods and American economic sta-
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Low-balling is a manenver based on “fooling” the opponent
into an apparent agreement with the intention of raising the
price after he is lured into the trap. Auto salesmen are in-
famous for low-balling customers into extras and exorbitant
finance charges. 1 know a high-class low-baller who was a
marketing vice-president. He made agreements with the gov-
ernment at low prices with the deliberate intention of elimi-
nating his competition and profiting later by forcing costly
specification changes.

Seoundrel is a maneuver that is strictly unethical. In this
world some people are so twisted that they take advantage of
others in any way they can, To understand the scoundrel
is to be on guard against him, The maneuver consists of a
negotiation that never ends. The scoundrel’s idea is to lure
his opponent into a deal by making an especially attractive
offer. Once the opponent is mentally committed to reaching
an agreement and has discarded consideration of other com-
petitors, the process begins in earnest.

The scoundrel makes and breaks verbal agreements with
impunity. The methods used for repudiating agreement vary,
but often include disapproval by higher authority, inability to
clarify terms, misunderstanding, transcription problems, errors
in figures, legal delays and missing-man games. The scoundrel
is careful to meintain cordial relations until a contract i
signed. Unless his apponent is sharp, words and figures un-
dergo a subtle transformation at contract time. The opponent,
upon signing, breaths a sigh of relief despite the fact that he
is not nearly s well off as he thought he would be. Poor fooll
His troubles have barely begun, for he has yet to face the
despair of breach, legal delay, insults, endless debate, double
bookkeeping and costs for judgments that are likely to prove
uncollectable.

What has been described happens every day to men wh
are foolish, greedy or unlucky, Few have the wealth or forti-
tude to fight the scoundrel. The best advice in dealing with
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it is possible to ride long distances on bald or defective or
outdated tires, no one would enter the Indianapolis “500,” or
any lesser race, on recaps and expect to win.

So it is with the negotiation wheel. Developments have
evolved that make it possible to improve its basic structure and
dependability. The key issue, then, is the amount of risk today’s
executive is willing to take. The forward-looking executive will
not tolerate the unnecessary risk inherent in  defective or out-
moded wheel, especially when the stakes are high and the
bargaining pressures heavy. He will insist on utilizing a strong
negotiation structure; one that will sefeguard his objectives and
assure that they are reached. This is the only sound insurance
policy to protect his interests at the bargaining table.

THE EMERGING PROFESSION

Negotiation is an emerging profession. The “era of negotia-
tion” President Nixon spoke of only a short while ago is upon us.
College administrators can no longer prescribe curriculum from
wood-paneled offices, and the story in our high schools is much
the same. Workers in the public sector will never again accept
the dictates of a city council that denies their right to bargain
collectively.

There is a revolution going on in the work world that
merits our attention. The autocratic boss is on his way out.
Men zre beginning to search for identity by demanding a part
in decision-making, Within the next few years black peaple will
demand and get 4 Jarger role in management. These assaults
will be mild compared with the confrontation certain to come
between Negroes and those craft unions that have not tried
hard to provide openings. When these forces collide, higher
management will be caught in the middle, for they will either
settle the disputes or watch profits go up in smoke or idleness.

The revolution of rising expectations will be heard in the
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supévisor would apply those qualities and special skills neces-
sary to do the job. Managers laughed at the idea in 1900 and
are still laughing today, but not quite as heartlly, The idea
appears less absurd in this modern age of extreme specializa-
tion. One has only to look at procedure manuals to note that
personnel, purchasing and other staff specialists exert direct
influence on the behavior of men engaged in line activities.
Today's warker takes orders from not eight but perhaps cight-
een stafl specialists.

While there contimmes to be controversy among business-
men, & few exceutive traits cmerge as most essential. Excou-
tives should be achicvement-oriented, decisive, intelligent,
well organized, imaginative, confident, sensitive and tolerant
of uncertainty. Necdless to say, on this basis few of us are
likely to be overqualified

AMBASSADORS LOOK AT DIPLOMATIC TRAXXS

The relationship between diplomacy and negotiation is
50 close that Webster's defines diplomacy as “the practice of
condncting negotiations between nations.” Diplomatic litera-
ture is rich in perceptive observation and examples. Sir Harold
Nicolson, a respected English diplomst, summarized the
modem viewpoint by lsting seven special qualities necessary
o a skillful emissery: truthfulnoss, moral aceuracy, calmness,
tolerance, patience, dignity and loyalty. In addition, he assumas
that the diplomat will also possess a high degree of intelligence,
knowledge, discornment, prudence, charm and courage. Nicol-
son's view does not differ much from the ideas expressed cen-
turies carlier by French and Jtalian diplomats®

Unéil recently there has been little serious trait research
done. Perhaps due in part to the “Ugly American” image
abroad, government grants have been provided to focus dis-
ciplined attention on diplomtic qualitics. In California a
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THE
SUCCESSFUL
MANAGER
NEGOTIATES

s ]

IT IS THE NEGOTIATING PROCESS WHICH GONSTITUTES THE
ACTIVITY PUTIING INTO PLAY THE PROCEDURES FOR
TAMING POWER. AT FIRST GLANCE, NEGOTIATION MAY
APPEAR TO BE AN INADEQUATE MEANS FOR SUGH AN
IMPORTANT TASK. NEVERTHELESS IT DOES EMBODY THE
DECISION-MAKING PROCEDURES WITHIN THE DAILY SCENE—
LEADING EVENTUALLY TO $OME KIND OF SETTLEMENT
SHORT OF THE USE OF RAW POWER.

Sylvia and Benjamen Selekman

How well we negotiate with superiors, sssocistes and
subordinates has a greater effect on our lives than all the
buying and selling we will ever do. The idea of looking at
superior-subordinate relationships as a bargaining process is, at
first, strange. Those over forty grew up in an age when one
did not bargain with a boss but did as he was told. The world
has changed in the last twenty-five years. Todey industry
speaks of participative management, collective decision-making
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in Southeast Asia and was determined to win that objective
through a policy of negotiation backed by force. He therefore
employed “talk-fight” tactics consistent with enemy pressures
and his strategic decision, Whether President Nixon fundamen-
tally agrees with the strategy of Senator McGovern or that of
Lyndon Johnson will not be clear for several years.

The tactics we are using in Paris scem to be based on
warnings provided by Admiral C. Tumer Joy fifteen years
earlier.® For ten months the Admiral sat oppasite the Com-
munists in Korea. Afterward, in his book, How Communisis
Negotiate, be made a number of recommendations, some of
which have been employed by ambassadors Harriman and
Lodge.

1. No American concession should be made without an
equivalent Communist response. The Communists
should not be permitted unilaterally to choase the
conference site nor should it be in their area of con-
trol

. The American team should be staffed with clear
and rapid-thinking negotiators of the highest
quality.

3. Americans must be ready to use threat of force and

to implement such threat if necessary.

4 Tntegrity on the part of the Communists shauld nat

be assumed.

5. onferences should be brief and conducted within

pre-established time limits.

»

The Admiral's suggestions would make little semse to
Senator McGovern but it in nicely with President Johnson's
strategic coneept.

The chotce of tactics is limited by strategy. It does little
good to win a short-run gain i a long-tange goal is violated.
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as in legal work. This is especially true in personal-injury cases,
the fastest-growing segment of the legal profession. Every
action of the injured party and the insurance company at each
point in the cycle is pertinent to achieving a satisfactory
settlement. Cost-risk trade-offs during the presuit, postsuit,
preverdict and postverdict phases of negotiation should be
understood by lawyer and client. We may conclude that
strategic needs of attorneys and businessmen are more alike
than different.

CONCLUSION

Strategic planning is the cornerstone of effective nego-
tiation. One does not prepare a plan while sitting at the
bargaining table in today’s world. The negotiator and his or-
ganization must know where they want to go and why before
detailed tactics can be selected.

Lewis Carroll wrote in Through the Looking-Glass, “Now
here you see, it takes all the running you can do, to keep in
the same place. If you want to get somewhere else, you must
run at least twice as fast as that!” Good strategic planning is
one way to run “twice as fast as that” in the age of complexity.
Without such a plan the negotiator is like a sailor without a
course. He will be driven wherever the winds blow and use
most of his energy just to stay afloat.
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away at the opponent. He can appeal to faimess or resort to
blackmail to win his ends. Nine variations of the mount
maneuver occur with elative frequency.

1. Fair and reasonable (equitable)

2. Bulwarism (take it or leave it)

3. Nibbling (take in small bits at & time)

4 Budget bogy (tailor package to price)

5. Blackmail (pay or else)

6. Escalation (ever-increasing demands )

7. Intersection (simultaneous negotistion of multiple

and divergent contracts)

Non-negotiable (exorbitant demands for the pur-

pose of creating deadlock)

9. Chinese Auction (the competitive-negotiation
crunch)

®

Of the above, several may be unfamiliar. Bulwarism
ocours when one party, who is unwilling to make any but minor
changes, starts by making a final offer to the other. For many
years General Electric used this “take it or leave it” approach
against the electrical workers with mixed results. The inter-
section maneuver seeks to tie existing and future contracts into
the content of ongoing negotiations. In Paris we are attempt-
ing to achieve a military and political settlement in Vietnam
while considering the neutralization of all Southeast Asia. In
2 large company, two buyers can deal with the same supplier
without knowing it. If negotiations can be made to intersect,
the leverage of one may extend to the ather.

Escalation is a tricky maneuver that works like this, After
w0 parties come to an agreement, one of them raises his de-
mand. Hitler worked this trick on Chamberlain to good effect.
In my experiment, seven negotiators demanded $2 million
rather than the $1,075,000 specified in the Hustructions. They
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as a specialized profession requiring training, knowledge and
sntelligence of the highest order. The latter choice is difficult
‘but far-sighted. It allocates the best resources where the great-
est oppartunities are to be found.

MEASURING RESULTS

We must now Face & diffiult problem. As executives we
wwould like to know whether our negotiator performed well. Ex-
oept on raze aooasians, L do not believe that we will ever be able
to measure the outcome of a negotiation in relation to what
might bave been.

1 would rather see us spend our energy measuring the
process rather than the product. If we really plan well, select
ur people carefully, train them in a sophisticated rather than
dilettanto fashion and organize to use our very best men, we
cannot help but do well over the long haul.

This does not mean that we wil never do poorly, for there
are many factors that determine outcome, not the least of
which is the relative skill and power of the opponent. What is
important is the overall balance of professionalism in negotia-
tion wherein those who are most systematic and knowledgeable
do better than those who rely on intuition alone, It is the farce
of probability that favors the former.

The best thing shout measuring the process and not the
negotitor is that the one can be done and the other cannot,
We can aspire to the best planning, best selection, best training
and best organization possible within our resources. It is much
simpler to recognize the best than to discern minute differences
between the good and the mediocre. The best crics out, "If this
is not the finest, what s?” The mediocre and “good enough” oan~
not ask such a question.

Negotiation involves so much of value that anly an invest-
‘ment in the Gnest will provide the largest retum for the lowest
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HOW PERFORMANGE ALTERS ROLE
EXPECTATIONS

When o wife expects her husband home from work at
five but he keeps coming home at ten, she soon learns to expect
him late. She may even decide after & while that he is a pretty
good guy for coming home at eight. Harry § Truman acoepted
the role of President with surprising vigor while Dwight D.
Eisenhower did not. Each shaped the assignment to his own
personality and philosophy. In the same way the behavior of
a negotistor changes the expectations of those he serves.

The best way to look at the relationship between a role-
sender and role-receiver is to jmagine them negotiating with
each other. The sender says, “This is what I want you to do.”
The receiver replies, “Be reasonable, you're not the only one
who wants something of me.” Both soon realize that they must
compromise or break up the relationship. Where they settle
will depend, as in any other negotiation, upon the personali
needs, relationships and bargaining strengths of the parties.
The problem is further complicated by the fact that seven ther
powerful role-senders are simultencously trying to have their
demands heard. Nobody succeeds in getting everything he
wants.

People learn to acoept the level of role-performance they
get. Once a role-player achieves 2 higher performance level,
others learn to expect the same. Conversely, we adjust to those
who fail to live up to our expectations. There fs a constant
feedback between role-performance and role-expectation.

PERSONALITY AND ROLE

‘The amount of research in this &eld is not great, but & fow
observations are warrented. Ons investigator discovered that
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The book is divided into three parts. The frst deals with a
large experiment fnvolving professional negotiators. This study
sought to discover how skilled men achieved their objectives
not pnly when they had power but when they did not. The
second part looks at the heart of negotiation by exposing ta
your view clements such as power and sspiration level, These
basic building blocks of bargaining, if understood, can spell
the difference between good and mediocre performance. The
third part s concerned with the practical realities of negotlating
o win—through better strategy, tactics and organization.

This work is founded on the assumption that men who
negotiate know a good deal sbout their own business. They
know how to buy, how to writo an sirtight clause, how to
make a sale and how to conduct diplomacy. If they do mot,
this is hardly the place to leam. I am assuming that it is
negotiation, not cost-analysis or legal doctrine, about which
the reader wants to know more, There i, thercfore, one
emphasis only; and that s, to provide a practical method by
which men can negotiste more cffectively to win their objec-
tives.
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for similar reasons. Conversely, American attitudes toward
the Canadians and Australians are such that business runs
smoothly no matter how difficult the issue.

T have seen commercial negotiations falter for emotional
reasons. Ten years ago a competent Negro contract manager
was required to negotiate with an Alabama manufacturer. The
black man was treated shabbily from the start, as there were no
decent hotels that would accommodate him. Of course, the
white team members volunteered to join him in the Negro
district of town but soon leamed that black townspeaple did
not welcome confrontations of this sort. $o the negotiation
never got off the ground. The buyer’s company should have
foreseen the problem instead of exposing everybody to am im-
possible situation. In a similar vein, negotiations break down
when men have strong feelings toward an opponent’s race, re-
ligion or political preference. Such men should step sside and
let someone else do the job. It is hard enough ta understand
the facts without intraducing the distortion that comes from
emotional hangups.

Buyers and sellers must understand their biases i they
want to be effective, Buyers are sometimes excessively distrust-
ful and domineering with sales representatives. Salesmen, all
too often, have a tendency to view buyers as clerical bureau-
crats and hagglers looking for a free bottle at Christmas time.
Many goverument contracting officers view the defense sup-
plier as an exploiter whose only interest is windfall profts.
These viewpoints are more often than not indefensible. Al-
though attitudes are by their nature emotional, an awareness
of one’s disposition can lead to some degree of objectivity.

The attitudinal-bergaining process zssumes that desired
relationships can be structured through negotiation with an
opponent. Five relationships are basic to most bargaining sit-
uations. They are: 1) extreme aggression, 2) mild aggression
for deterrent purposes, 3) mutual accommodation, 4) open
cooperation and 5) direct collusion with the opponent, In con-
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THE EXPECTED-
SATISFACTION
THEORY

WE CAN ONLY HOPE TO OBSERVE PHENOMENA SYSTE-
MATIGAILY ¥ WE HAVE A SET OF INSTRUCTIONS THAT
TELL US WHAT TO LOOK FOR, THESE SETS SIMPLY ARE
DIFFERENT THEORIES; SOME WAYS OF LOOKING AT
“REALITY” ARE USEFUL, OTHERS ARE NOT.

Peter Newman

s

Most high-level exccutives are more theoretical than they
profess to be. They generally hire men, make product decisions
and enter new markets with an uncanny accuracy that can
only be explained on the basis of sensible theories aboat people
and economics. Good theary is likely to lead to good practice
because it is a uscful way of looking at reality.

Expected satisfaction i a theary that provides a frame-
work by which the process can be better understood. The
theory serves two putposes: 1) it permits negotiation to be
seen in a dramatic new way, and =) it helps shatter a number of
long-held bustness beliefs.





index-6_1.png
LIST OF TABLES

Table 2.

GERMANY V8. ALLIES, RELATIVE BARGAINING
STRENGTH

NEGOTIATOR TRATT RANK AND WEIGHTS

NEGOTIATION PLANNING—A THREE-
DIMENSIONAL VIEW

NEGOTIATION MANEUVERS

NEGOTIATION TECENIQUES

31

151
173
184





index-128_1.png
Needs, Goals and Action 121

PEOPLE ARE PREDICTABLE

Only rarely do we xead of a person who acts in an un-
predictable way, and it makes for interesting copy when we
do. For every Paul Gauguin who goes to the South Pacific to
“do his thing” » willion businessmen trudge o the offices each

Perception

Maslow
need

bierarchy

IN" - Negotiator
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Flaure 7. GOALS, NEEDS AND PERCEPTION
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YOU
HAVE MORE POWER THAN
YOU THINK

a1

POWER CONCEDES NOTHING WITHOUT A DEMAND. IT NEVER
DID, AND IT NEVER WILL. FIND OUT JUST WHAT PEOPLE
WILL SUBMIT TO, AND YOU HAVE FOUND OUT THE EXACT
AMOUNT OF TNJUSTICE AND WHONG WEICH WILL EE IM-
POSED UPON THEM; AND THESE WILL CONTINUE TILL THEY
HAVE BESISTED WITH EITHER WORDS OR BLOWS, OR WITH
BOTH. THE LIMITS OF TYRANTS ARE PRESCRIBED BY THE
ENDURANCE OF THOSE WHOM THEY SUPPRESS.

Frederick Douglass

On August 23, 1968, President Ludvik Svoboda of Czecho-
slovakia told Communist Party hass Leonid I Brezhnev in his
Krerlin office, “If I kill myself, my blood will he on yous
hands and no one in the world will believe you did not murder
me.” Svaboda threatened suicide unless the Russians freed the
liberal leaders whom they had seized three days earlier. The
threat was successful. According ta a report released by the
Los Angeles Times on September 23, 1988, the Russians
promptly released the Czech leaders and permitted them to
participate in ensuing negotiations. Had it not been for the
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munication channels provide authority to messages. A financial
article in the Wall Street Jornal on interest rates is believed
more readily then one in the Newark News. A cost standard
derived from properly kept accounting records is more credible
than one developed by analysis. Books of account, formal pro-
cedures, regulations and computer-tab runs are media in the
same semse & are newspapers and television.

A choice of media is always available in negotiation. We
can choose to use visual aids, volumes of written documenta-
tion, scratch notes o a earefully produced movie flm to pre-
sent a viewpoint. A message may be conveyed in the secrecy
of a Paris cocktail party or in the glare of world television,
Marshall MeLuhan said, “the medium is the message.” Cer-
tainly the content of a message is shaped by the channel
through whih it is delivered.

‘The same message may be rejocted in one social setting
but accepted in another. My wife, normally an agreeable per-
som, is imporvious to any message that precedes her first cup of
coffee. In negotiation the proper setting may include such
factors as meeting place, time of day, hotel accommodations,
shape of table and distance from home. Even such matters as
Christmas holidays and the Fourth of July can influence the
course of a negotiation. 1 know a buyer who tries to arrange
negotiation conferences for late Friday afternoons. He is con-
vinced that a better deal can be made st that time because
supplier representatives are ansious to get away for the
weekend.

Media is a matter of choice. There is no guarantee that the
correct media for a message will develop without forethought.
Tt probably won't. With respect to situational setting we usually
have more choice than we think. There is no reasan to accept
categorically the looation, time, creature comforts and general
rules for a negotiation. The situational setting is itself a ne-
gotiable issue.
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Strategic planning is concerned with long-range goals and
values. Tactical planning s concerned with maneuvers, tech-
niques and calling the plumber. Good strategy can be offset
by poor tactics; good tactics can make the best of poor strategy.
The effective negotiator is at home with both,

The survey in Chapter 3 found that planning was ranked
first by most people. It is probably the one thing that nego-
tiators do least well, In this chapter we will take o professional
look at negotiation planning. Our purpose is to develop a
framework that will have relevance for buyers, sellers, lawyers
and diplomats.

NEGOTIATION PLANNING—A
THREE-DIMENSIONAL YIEW

Planning has three dimensions: strategic, administrative
and tactical. Strategic planning Is concerned with long-range
business goals. Administrative planning involves getting men
and information where they are needed so that the negotiation
goes smoothly. Tactical planning simply seeks to get the best
passible results at the bargaining table.

Table 3 shows that the major decisions associated with
strategy involve basic product-and-market relationships. On
the other hand, tactics provide the necessary “firing line” re-
sponse to bargaining; they are means toward ends.

This chapter will be concerned exclusively with the most
important of the planning phases, strategic planning. First we
will analyze four aspects of strategy: 1) product-market goals,
2) factfinding, 3) worth-analysis and 4) decision-making
Then wo will see how & big company does its planning and
will close the chapter with remarks addressed to the problems
of buyers and sellers. Nothing will be said of administrative
planning except to point aut the obvious: that resources must
be arganized to get good results at the conference table. Al
00 often this aspect of negotiation is left to the last minute,
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It is here that the advantage of a logical framework will best
permit the negotiator to integrate theory with practice in a
usable way.

‘What is the best way to teach such a course? I have little
doubt that a lecture approach is the least effective. It is too
easy on the students and instructor. In my experience the best
method is the roundtable seminar, in which discussion of basic
concepts and principles is encouraged under strong, knowledge-
able leadership. Active involvement and commitment on the
part of those who teach and those who learn will make both
more responsible.

The value of seminar discussions can be enhanced by mock
bargaining sessions designed to illustrate sound principles. T
have attended classes in which days were spent dickering for
make-believe widgets without ever coming to grips with a
single substantial idea. Admittedly the men emjoyed such
relaxation, but it taught them little. 1 would rather see the
time spent on short cases that permit small group interaction
on issues related to basic building blocks like power or decision-
making,

Because paid learning is never inexpensive it is necessary
to determine how best to use a limited training budget. In
keeping with the idea that a company should concentrate its
resources on opportunities, I suggest that training begin with
top executives and program managers, Tt takes but a few hours
for a highlevel corporate executive or program manager to
eam or lose millions at the bargaining table.

The training program should include personnel from sales,
purchasing and contracts as well as a limited number of design
engineers. It would be short-sighted to exclude senior engi-
neers, who regularly provide technical assistance at the bar-
gaining table. The full impact of a training investment can best
be realized if all members of the negotiation team know what
they are doing and why.





index-258_1.png
Index 251

tions {eont.)
erview as, 201-203
‘motivating eeds for, 115118
organization for, 222-231
erformance in, 4546
Planming for, 87, 150-152, 324
Frocesses in, 69 sce aleo tactios
‘Drogramming for, 333-330
questions and answers in, 190-
191
eesults of, measuring, 230-231
satisfaction model of, 141
site location for, 168-197
stages of, 135-137
status effocts in, 106-107
strategie planning for, 160-165
structure of, 196139
Suceess in, 4546
as systematlc planaing, 85-90
tactics in, 86, 170-198
sée a0 bargaining process; ne-
‘otiating team; negokiators,
tactics
negotiation tearn:
immuoity bulldiag io, 6788
‘membership an, 85-50
of apponeats, 86 soc also oppo-
neats
selection for, 227-228
training for, 925-226
negotiators:
ability assessmant of, 230
benevolence of skilled, 74, 96,
163
characteristics of, rated, 9120
chief, job of, 172
competitivaness i, 62
comcassions behavior tn, 18-19,
51, §6:90, 156-188
crediblity in, 8081, 175-176
Renibilty roquired of, 5153,
15,183
Fonctions of, 228-229
industrial types, differences
among, 3435

‘negatiators {cont.)
in-gronp problems of, 132
maximizing goal satisfactions by,
123124, 134
performance measuring of, 230
power o, 64, 67
selection of, 82, 227-220
tactical operations of, 170-198
trainee selection of, 227-239
trait requisites of, 27.28, 36-57,
113, 228-220
Neswark News, mentioned, 64
Newsweek, mentioned, 28
New Yorker, mentioned, 149
Nicalson, Sir Harold, on diplomatic
traits, 29
Sixon,Richerd M, 11, 94, 104135,
170, 192, 235
North American Rockwell Corp,
mentioned, 97

objeetives, in negotiation planaing,
224825
see lso goal reaching: goals;
ol satifactions
Onasss, Avistotle, 102
opinion changing, 8090 see also
persuzsion
opinions, ta
opponents:
assumptlons about, 145
concassions to, 167-168
for containment of, 130
fferences in skil of, 21.22
inquiries shout, 152-154
perceiving power of, 64
actics of, analysis, 58
organization, for negoliation, 222-
231
Paris, negotiations in, 178, 184-185
pecking order, 69-100, 131
perceptio
‘bargaining power of, 64-65
of negotiatar's goals, 120121
of opponent’s goals, 120-121
erfrmanes, assessment of, d5-47

for changing, 83






index-117_1.png
110 The Heart of the Bargaining Process

The model shows that & negotiator has eight role-senders.
Each evaluates bis role differently and expects something else
of him. In one way or another they tell him how they wish

YAVA
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expecttions ol behavior
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expectations affct bebavior aflects
Senders I interpersonal
L factors
A - Negotiator's wile ! 1
B — Negotiator’s children | !
G — Superiors A\ /
D-Peers \,
£ - Subardinates .. { Person-to-person }’
F - Opponent reationahips

G~ Opponent's arganization
H - Negohiator's team.

Figtire 5. BARGAINING MODEL OF ROLE
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plane at five]” we know exactly what he means. The same
s true when a buyer says thet he will place an order with 2
supplicr by the following moming. Of the seven maneuvers
shown below, three, patience, stretchout and deadline, are
especially important. The others, with the exception of fait
accompli, ave self-explanatory and will not be elaborated upon.

1. Patience { willing to bear with the situation)

2. Deadline (limits)

3. Speed (quick agreements)

4. Fait accompli (accomplished and irreversible)
5. Surprise (take unawares)

6. Status quo (static and changeless condition)

7. Stretchout {delay until uncertainty is reduced)

Patience requires the maturity to withstand immodiate
satisfaction in exchange for the expectation of gaining more
in the future, Most people have a strong need to end the
tension imposed by negotiation as quickly as possible. As
we have seen in the experiment, quick negotiations do not
generate good settlements.

A special form of the patience maneuver is the stretohout
maneuver, In this case a deliberate decision js made by one
party to extend the negotiations over a long period of time
so that some of the known and unknown uncertainties will
reveal themselves prior to final agreement. The goverament
sometimes gives & contractor a letter go-ahead and then takes
as long as one or two years to definitize the agreement. A
stretchout negotiation should be accepted by a supplier only
after a rational consideration of its fairness.

Deadline is a powerful maneuver because it imposes the
possibility of real loss upon both parties. In auto negotiations
it is not uncommon to have a series of deadlines assoclated with
such ‘matters as contract cxpiration, strike votes and actual
strike. The strange thing about deadline is that people so
often accept somebody else’s deadling as their own, despitc
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resolve these differences early and thereby avert conflict at
the bargaining table.

ASK A WOMAN

When in doubt, ask & woman. Since men spend half their
lives negotiating with women, I decided to find out what they
thought. The results will not surprise those of us long married,
They expect us to plan well, know much about the subject
under discussion, take the initiative, try hard to reach our
goals and show good judgment in the process. They do mot
Tack for aspirations in what they wish for us.

Although most men ranked integrity smong the four
most important traits, women assigned it a lesser place. Per-
haps some saciologist will ask them why—not I

CONCLUSION

Those who know most about negotiation, the professionals,
have spoken. They collectively believe that the following
seven traits are most important:

 Planning skill

- Ability to think clearly under stress

- General practical intelligence

- Verbal ability

- Product knowledge

- Personal integrity

+ Abllity to perceive and exploit power

From my experlence sud resding T would not quarrel
with these findings except to add a few that I consider essen-
tial. A negotiator must think well of himself. This feeling of
self-worth should come from a history of getting things done
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tendency to Taise aspiration levels as high as possible is closely
related to self-esteem. An individuals level of aspiration is
determined by his ability and his history of success and failure.

Mentally healthy people tend to accept themselves in a
favorable light. They have a sense of self-identity, know how to
test reality and how meet their needs. They set goals that
are consistent with their capabilities and the demands of the
outside world.

There is a growing bedy of evidence that mental health is
related to realistic goal-setting. In 163 & researcher classified
three groups of subjects as normal, neurotic or psychotic.!®
The subjects then performed an aspiration-level task that in-
volved shooting a pinball down a track containing a series of
holes into which the ball could fall. Each hole represented a
different score value, The holes were spaced so that subjects
could decide for themselves whether to try for high scores with
low probabilities of success or low scores with high probabili-
ties. In a second version of the test the element of frustration
was introduced by inserting magnets into the setup. These
magnets deflected the balls and made it difficult to predict
outcome.

The investigator discovered that realistic goals were chosen
by people who were better adjusted. Maladjusted peaple
were attracted to targets that offered Little chence of success
even when they knew beyond a doubt that the odds were very
poor. Neurotics chose targets that were less realistic than those
of normal persons and more realistic than those of psychotics.

All groups reacted to frustration by showing an increased
tendency toward unrealistic behavior. However, it was the
neurotics who were most affected. The results of this experi
ment were consistent with others, which indicate that people
low in self-esteem perform a larger number of unbalanced acts
under pressure than persons who think well of themselves.

Tt appears that stable people react to success and failure
experiences in a typicel fashion—that is, they raise or lower
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CHAPTERS

WHAT
MAKES A GOOD
NEGOTIATOR?

USE SUCH PERSONS AS AFFEGT THE BUSINKSS WHEREIN
THEY ARE EMPLOYED; FOR THAT QUICKENETH MUGH:
AND SUCH AS ARE FIT FOR THE MATTER; A§ BOLD MEN
FOR EXPORTULATION, FAIF-SPOKEN MEN FOR EIRSUASION,
CRAFTY MEN FOR INQUIRY AND OBSERVATION, AND AB-
SURD MEN FOR BUSINESS THAT DOTH NOT WELL BEAR
OUT ITSELF. USE ALSO SUCH AS HAVE BEEN LUCKY, AND
FREVAILED BEFORE 1N THINGS WHEREIN YOU HAVE EM-
FLOYED THEM; FOR THAT BREEDS CONFIDENCE, AND THEY
WIL STRIVE TO MAINTAIN THEIR FRESCKIETION.

Sir Francis Bacon

THE PAULT, DEAR BRUTUS, IS NOT IN OUR STARS, BUT IN

ouRSKLYES. .. .
Shakespeare
s

‘What ate the traits of an effective negotiator? How do the
opinions of buyers, salesmen, engineers, contract managers and
purchasing executives differ in this regard? Do attormeys,
dccountants, retail buyers and real-estate salesmen see a nego-
tiator in the same light?

To get answers, three opinion polls were conducted among
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THE ESKIMO AND THE TRAPER

Peter Freuchen in Book of the Eskimos describes how the
Eskimo negotiates. In the frozen Arctic a single trading post
‘may sezvice trappers hundreds of miles away. For most of the
year families trap in the North Country, They return twice an-
nually for replenishment of necessities. If ever one sought to
find a true monopolist, the trader would be an ideal model.

When a trapper returns from the wildemess he casefully
parks his sled in a place where townspeople can see the size
of the tarp-covered load and some of its quality furs. After
friendly and extensive solicitations concerning the good health
of the storekeeper, the Eskimo explains how poor his catch is
and how ashamed be is to offer such shoddy pelts in exchange
for handsome store goods.

Although no verbal offer is made, the Eskimo walks slowly
through the store pointing to items that he feels “anworthy of.”
Next day he repeats this process in the presence of his poor but
dignified family. As the children gape at the candy jar the
Eskimo again bemoans his lack of skill as a trapper, all the
while continuing to congratulate the frader an the quality and
diversity of his goods and pointing out that the wise trader
deserves the prosperity he erjoys.

On the pext day, with the trader and townspeople present,
the tarp is removed. The parties then get down to business,
with the Eskimo again pointing aut items that he is “too
humble to be worthy of” while 2 wordless tally is kept by both,
As the bargaining proceeds the participants become more open
with each other, revealing their true needs and values. After
patient discussion the parties strike an agreement, deliberately
leaving some matters open for future adjustment.

On his last day in town the Eskimo drops by the store to
say good-bye and sadly acknowledges that he has forgotten to
include some staples such as matches and candies. The trader





index-98_1.png
CHAPTER 7

INOCULATION
AGAINST
INFLUENCE

F ]

‘THIS ANIMAL IS VERY MISCHIEVOUS; WEEN TT IS ATTACKED,
IT DEFENDS ITSELF.

Anonymous

o]

Can men be inoculated against influence? On the basis of 4
series of ingenious experiments, William J. McGuire, psy-
chologist, believes they can.'” In this chapter we will leam
what he discovered and how it can be applied to the real world
of negotiation.

A biologist creates immunity by pre-exposing the patient
to weakened doses of virus. The patient develops resistance
that later enables him to withstand a real attack. McGuire
reasoned that he could inoculate people with various defenses
to influence and observe which defense was best able to with-
stand persuasion. His plan was simple: 1) find ideas that every-
body believes in, 2) provide the believer with good reasons for
his belief, 3) attack the belief and 4) measure opinion-change.

Tt isn’t easy to find ideas in which everyone believes, but
there are some. Certain beliefs are so rarely questioned that
most men acospt them at face value. Among these are such
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open-minded people like to take on new roles while authoritar-
ians tend to reject them, In another study it was found that
people differ in sensitivity to role-conflict. Those most affected
tend to be introverted, emotional and intensely motivated to a
particular goal.

There is experimental as well as obscrvational evidence
that behavior in a role can affect personality. People in a role
seem to say, “I am, therefore f must be.” In those cases where
behavior is incompatible with role requirements the role-player
suffers a loss of identity and becomes anxious,

‘We still know too little about the relationship of role and
personality. Social psychologists Daniel Katz and Robert L.
Kahn have contributed to our understanding by their writing
and experimentation.!® There is, however, little doubt that the
role of negotiator is one of great conflict, It is he who must
reconcile the rigorous demands of others in an acceptable
longlasting fashion. Xt appears that this can best be accom-
plished by & man who is mature, open-minded, outgoing and
self-controlled.

CONCLUSION

In the first chapter we described the Starmatic transaction.
Had the owner of the company been sensitive to the importance
of role he would never have permitted his people to bargain
without at least relieving them of some day-to-day responsi-
bilities. Role contributes to the balance of power. A systematic
analysis of it will permit a negotiator to understand the human
forces that contribute to his opponent’s perception of risk and
uncertainty. If you want to know what makes your opponent
“run,” take a good ook at the people he runs for.
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appropriate to suggest use of nuclear weapons fn response to
the Pucblo hijacking, There is evidence that people hlock out
wmassive threat, but are responsive to milder forms. The size
of a threat must be scaled to the specific situation and its
implication on long-run goals. T doubt if Hanoi would have
believed General LeMay's threat to ator-bomb North Vietnam
even if he had been elected Vice-President. It was completely
out of proportion to the overall Vietnam problem.

‘Experiments indicate thot threat s a toal of communica-
tion. When available, it is invariably used. These experiments
show that when threat is used by both parties, they usually
leam to get along better rather quickly. For years people will
argue whether the 1g6g Jsraoki blitz on Arab commercial planes
was justified. One thing is certain: the Arabs kuow that
retribmtion for sabotage will be swift and costly. Perhaps both
parties will really negotiate in good fuith when both have
‘muclear weapons and face mass destruction.

Threat is a dengerous technique because one may be
forced to inflict grester punishment than issues warrant, I
Jnew a man who threatened tn throw bis teenage daughter
out of the house if she continued to use marifuana. To his
rogret (and perhaps hers), be threw her out and has et
to loarn of her whereabouts. Recent rescarch indicates that
danger to both sides may be reduced if threat is implied rather
than stated, mild rather than massive and rationsl rather thao
emotiongl, Strategy, with its focus on long-range goals, must
be the guide governing its use.

HIDDEN LANGUAGE

People speak with and without words. Even when words
are used, they often mean something otber then what they
sy On a nouverbal level, gestures and movements may tel
2 story that is as meaningful as words themselves.
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GoALs

A man may satisfy his need for worth by being a good
father or running General Motors, This is not far-fetched. Dur-
ing the 1968 election a reporter commented that Richard Nixon
appeared more sure of himself than he had earlier. He attrib-
uted some of this gain in scli-confidence to the fact that the
candidate had raised two lovely and vivacious daughters. Like
most fathers, I know that this is not an easy thing to do.

Hunger may be satisfied by cating bread, wild pheasant or
chocolate-covered grasshoppers in a Beverly Hills delicatessen.
Self-actualization may consist of writing a book or seeking great
wealth, Men strive to achieve objectives in arder to satisfy un-
fllled needs. A brief look at nine of man's major goals will be
helpful.

Money. Many believe that in Western society money is
the most important goal. To suggest that other goals may be
just as potent appears on the surface to defy common sense.
William F. Whyte, in his study on the motivational impact of
money, found that workers indeed wanted to increase their
incomes. However, they were unwilling to do sa at the expense
of losing control over their work environment® David C.
McClelland, in another study, discovered that people with a
high need for achievement had a relatively low regard for
money. They looked at it as a symbol or measuze of achieve-
ment rather than as a value in itself.” Frederick Herzberg con-
firmed that money was not a real motivator but rather what he
called “hygienic” in nature. Men did not wish to fall behind
in the money race, but they were not inclined to raise produc-
tivity for the sake of a higher income.®?

The evidence indicates that movey is omly one of many
goals men strive for. It will remain important in capitalistic
societies for a long time, However, we may predict that its
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research reported by anthropologists and students of animal
behavior, which indicates that there is a drive inherent in
beast and man to set aside a homeland and protect it with
wnusual strength.

This does not mean that all negotiations can be conducted
at home, If, however, a company has a choice, it should discuss
important issues on its own premises, Where this is not possible
the negotiating team should be provided ample comforts away
from home to overcome natural dissdvantages.

THE TECHNIQUE OF TIME

Timing maneuvers were considered earlier in this chapter.
At that time we differentlated between a maneuver and a
technique by pointing out that a maneuver was a general
movement designed to secure a position of advantage while a
technique was equivalent o a weapon or mechanism by which
one can tune into a target. Time is a powerful weapon in the
negotiator’s arsenal of techniques.

Time is the common denominator by which various tech-
nigues can be integrated. Concessions can be combined with
threats; moves with commitments; questions with caucus;
informal discussions with trial balloons. There is a right time
to commence negotiations and to introduce issues. Four
o'clock on Friday afternoon of the last day of the month may
be the best or worst of times, depending upon your position at
the table.

The timing of a final commitment can contribute to its
credibility. A commitment made early can look like a bluff
but a lesser final offer at two in the moming can be electrifying,
Conversely, a cancus immediately after some insignificant
point is raised can give that point disproportionate weight. A
long-distance telephone call or & well-timed telegram can
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SIX FOWER-BUILDING QUESTIONS

‘To understand the power structure and perceive it properly
is fine but not enough. A negotistor must know how to manip-
ulate power in his favor. A methodical spproach to this prab-
lem is useful,

The six power-building questions below will permit a
negotiator to search for a course of action designed to improve
his base of power.

1. Gan 1 cuhance my base of power by taking an action T
am not prescatly taking?

2. CanT enhance my base of power by permitting or fore-
ing my opponent to take an action he is not presently taking?

3 Can T enhance my base of power by causing my ap-
ponent and myself o take an action together we arc not
presently taking?

4 Can1 cnhance my base af power by no taking an action
1 am presently tsking?

5 Can [ enbance my base of pawer by proventing my
opponent from taking an action ho is presently taking?

6. Can I enhance my base of power by preventing my
opponent and myself from taking an action we are presently
taking?

As an illustration of the fourth point, I am reminded of
how the British increased their bargaining power with the
Americans during the late ffties. They threatened to abandon
their military bascs in Southest Asia unless we provided favor-
sble trade and military concessions in Great Britain. The
British thereby increased their power by threatening to stop
taking an action we wishod them to contimue.

At this point in our analysis we have discussed the prin-
ciples and sources of power. In addition, we have developed a
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INTRODUCTION. This book was written to improve the per-
formance of negotiators by providing them a deeper insight
into the process. If improvement is to be made, good theory
and practice must merge at the bargaining table.

We found in our surveys that professional negotiators
placed great value on planning and preparation. The credo
“Do your homework™ makes good sense at work and at school.
The problem in negotiation is that the assignment is obscure.
Doing one’s homework means so many different things to dif-
ferent people that i becomes an empty phrase. There are no
guidelines or minimum standards.

This state of affairs is intolerable where large sums of
money are at stake, There should be a framework by which we
can say, “I have done the planning fob well. I have asked the
questions that must be asked and answered those questions
that could be answered economically.”

Before we can plan we have to know more about what a
good plan consists of. In the three-dimensional model of
planning we will offer a new way to look at the process. If our
aspiration is to optimize performance it is necessary to go one
step beyond planning. We must organize more effectively. I
am convinced that it is not difficult or expensive to organize to
win if we set our sights accordingly. Part 11 is mostly about
planning, strategy, tactics and organization. In it you will find
a practical program for a better performance.
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methods available to the astute barganer. The baknco of
<his chapter will be devoted to an analysis of the most familiar
techniques.

Techniques are not grand strategy. They are, in @ senss,
‘weapons in an arsenal. 1¢ well employed, they provide s source
of power at the table. If poorly conceived, they can be counter-
productive and create needless hostility. It thereforc makes
sense that we know a5 much about them as possible.

AGENDA, 155UES AND PROBLEMS

©On Saturday, Jaouary 28, 1969, there eppearcd in the
Los Angeles Times o dispatch from Saigon to the effoet that
the United States was prepared to propose an egenda. In
order of importice the issues to be discussed were 1) cease-
fite In the demilitarized zone, 2) prisoner exchange and 3)
troop-withdrawal. The dispatch concluded: “Privately US.
Diplomats view such an agenda as a hargaining ploy akin to
opening demands of a labor union at contract negotiation time.”
The fist major test in Paris, as in other negotiations, is the
agenda, Tt roprasents the fist step by which en opponcnts
oxpectations, attitudes and values can be formally evaluated.
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rarely do. Tnstead the marrisge relationship tends to reflect
the fundsmental values and aspirations of the more skillsd
and powerful spouse.

Qne intriguing question that 1 have been asked is whether
men are better negotiators than women, 1 believe they are.
Men hold the trump cards in our society: fnancial power,
planning skill, experience, status, competence, cducation and
tradition. Women generally aspire to a subservient role in
family decision-making and reap what they sow. There are,
however, signs of change, indicating that women are coming
up fast. Men, bewarel

THE ELEMENTS OF MARRIACE BARGAINING

Power is & key factor in marriage. Although tradition
suggests that hushands hold the balance of power in decision-
meking, women are nibbling away at their prerogatives. & re-
cent Defroft study indicates that the husband still enjoys more
power where he contributes greater competence to the union3"
Husbands who earn more money, work longer houts, possess
good educations and hold prestige jobs tend to enjoy more
power than those wha do not.

The traditional power structure is under attack by Ameri-
can women ss they flock to work in increasing numbers. The
Detroit survey indicated that a wife's power grows in pro-
portion to her financial contribution. The longer she warks the
more she takes over. In fact the takeover is complete where
2 man is unemployed and the woman works. The study also
revealed that women have taken other roads to equal power—
namely, through education and participation in outside
affairs.

Division of labor and decision-making in the home con-
wibutes to the definition of objectives and thereby has it
effect on marriage bargaining, Once more we find the employed
wite on the march. I¢s getting harder to tell who does what
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THE RAPE OF CZECHOSLOVAKIA

The inability to bargain effectively can result in con-
sequences far beyond the mere Joss of money. In 198, Prime
Minister Chamberlain did an incredibly poor job at Munich.
For throe years Hitler had taken spectacular gambles and won.
Against the advice of his gemerals, he had rearmed the
country, rebuilt the navy and established a powerful air force,
Hitler correctly sensed that the British and French wanted
peace desperately, for they bad chosen to overlaok German
rearmament and expansionism. Encouraged by success,
Germany applied pressure on Austria and occupied the country
early in 1938. Czechoslovakia was next.

Hitler was not fully satisied with earlier victories, as they
had been bloodless. He yearned to show the world how
powerful Germany was by provoking a shooting war, and he
did this by making impossibly high demands on the Czech
Government for German minority rights and by establishing a
October 1, 1938, war deadline. It was a ridiculous gamble,

As shown in Table 1, relative bargaining strength was
overwhelmingly in favor of the Allies on September 27, 1935
Hitler was aware of his weakuess and chose to win by nego-
Hiation what could not be won by war, The following events
indicate why he was optimistios

1. On September 13, Chamberlain announced a willing
ness to grant large concessions if Hitler would agreo to
discuss issues.

2. On September 15 the aged Prime Minister of Great
Britain made a grueling journey to meet Hitler deep in eastern
Germany. Hitler had refused to meet him halfway.

3. Hitler opened the conference by abusing Chamberlair
and by making outrageously large demands for territory, to
which the leader of the Western world immediately agreed.
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to suffer as our world moves away from survival values to an
age of individuality and ideas.

When I went to college the sign DON'T WALE ON THE GRASS
meant just that. I didu't reason it out precisely, but I had no
doubt that the consequences of walking a block out of my way
were less disturbing than facing some irate college policeman
or administrator. I never questioned that somebody had care-
fully thought the matter out before putting up the sign.

Our children are approaching the matter differently. They
look at the sign and the location of the school building to
which they are going. Tf it doesn't make sense to them, they
walk across the grass. Eventually some wise administrator de-
cides that a winding concrete path might look well where the
students have womn their way.

In business as well as in international relations, traditional
power is under assault. Those of my generation (the over
thirty-fives ) are least able to cope with the new look of power.
We grew up in an age where one followed the rules or faced
lean years. Opportunities were not so prevalent then as now.
Our generation takes too defeatist an attitude toward power.
We tend to start by overestimating the power of our opponents
and underestimating our own—especially where less tangible
aspects of power are concerned.

Some years ago Dylan Thomas wrote a poem “Do Not Go
Centle into That Good Night” 1 would like to say to negotiators
of my generation, “Dont Go Gently into the Day.” You have
more power than you think.
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he convinced me to buy his rugs and fixtures at practically new
prices. “After all,” he argued, “are they not in exquisite taste?”
They were, they were. He had a rare quality, and one wanted to
believe him and please him.

Advertising men have discovered quite a lot about the art
of influence in the process of driving us mad with television
commercials. T often wonder whether more thought goes into
the commercial than the program itself. We who negotiate can
learn much from those whose profession it is to persuade, for
they understand Bill Smith and those he influences.

Tf we are to understand persuasion, then it must be in a
systematic way. Once the persuasion process is understood, we
will find out how the personalities of opimion-changers and
-nonchangers differ.

THE PERSUASION MODEL

A negotiation conference captures for 2 moment the busi-
ness and personal life of its participants. Tt is a stage on which
the players are both actor and audience. The Persuasion Model
shown in Figure 4 is applicable to negotiation because it de-
seribes the process by which a communicator influences an
audjence.'* It shows that the audience receives messages from
four directions at once: the communicator, the subject matter.
the media and the situation itself. The total message is then
interpreted by the audience from a personal standpoint. If it is
learned and accepted, change follows.

‘With this model in mind, we will consider each element of
the influence pracess and its relationship to negotiation.

WHOM DO PEOPLE BELIEVEP

In “Fiddler on the Roof,” Tevye, a poor milkman with five
wnmarried daughters, is depressed. As he daydreams about what
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Germany and offered Hitler morz than he asked for. Hitler
was astounded but nonplussed. He raised his demands.

6. Chamberlain returned home to srgue Hitlers cause
while the German leader made public amnouncements that
war would start October 1 if his moderate demands wore not
granted.

When the two men met on September 2p, Hitler had
littlo doubt of victory. Mussolini acted as mediator (imagine
thatl) and proposed a small compromise, which was quickly
aooepted by both partics. And in a few months Czechoslovakia
ceased ta exist. Chamberlain, businessman tumed politician,
had Iost the greatest negotiation of all time. As a consequence,
25 million peaple were soon to lose their lives.

WHO $HALL NEGOTIATEP

We have a right to know more about the men who rep-
resent us in interational and business negotiations. Was the
mortally ill Franklin D. Roosevelt the best choice at Yalta?
Were Averell Harriman or Henry Cabot Lodge the best men
for Paris? Does Roy 4sh negotiate effectively when he pur-
chases new companies for the Litton conglomerate? Does he
pay far more for acquisitions than is necessary? In business
as in diplomacy it may take years to recognize a poor agree-
ment,

Tn choosing an attormey for a divorce or negligence case it
may be wiser o select ane who can bargain effcctively than
one deeply versed in legal technicalities. Most such cases do
not involve complex legal issues. The business manager who
represents an entertainer may not be a good negotiator even
though he has the performer’s best interest at heart. The
agent may have too low a level of aspiration or too high a
resard for thase in power to bargain effectively.
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DIFFERENCES AMONG INDUSTRIAL
NEGOTIATORS

Progrem managers, design engineers and supplier repre-
sentatives emerged as entreprencural types while the other
industrial groups did not. Engineering program managers were
partioularly individualistio. They placed greater cmphasis on
objectives, ebility to exploit power, willingness to take risks
and the need for discretion. They placed less stress on the
importance of business integrity and little weight on the ability
to create close personal rapport with an opponent, Program
menagers were opportunity-oriented.

The design engineer’s profile is almost as individualistic
as the program manager's. Design engineers stressed prod-
uct knowledge, self-control, discretion and perspective. They
severely downgraded insight, close personal rapport and risk-
taking. They emerged as men considerably more attuned to
facts and objectives than to the social aspects of negotiation,
Furthermore, those who are familiar with the high-safety
factors often built into engincering specifications will not bo
surprised to learn that design engineers do not like to take
risks at the bargaining table cither.

Supplier salesmen emerged as tough competitors, They
placed special value on product knowledge, persistence, intelli-
gonce and business ethics but downgraded problem-salving
skills, debating ability and decisiveness, Supplier representa-
tives appear to be men who make a persistent effort to gain
abjectives. They perceive negotiation as a contest of knowledge
and objectives in contrast to the buyers who place greater em-
phasis on the problem-solving and decisiveness aspecis.

A fundamental difference in attitude exists between en-
gineering program managers and purchasing executives along
two dimensions. Program managers show a strong willingness
to risk being disliked while purchesing executives do not. In
addition, the latter express greater concern for ethics, It is
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In a successful negotiation both parties gain, but more often
than not one party wins more than the other. In this book we
will find out why some people win and others lose; and why
losers make substantislly larger concessions than necessary
while winners do not.

The potential for negotiation exists whenever men buy
and sell. Terms of sale may be open to discussion even when
price is not. For example, a purchasing executive whom I know
recently bought a new house in a wealthy development. When
he tried to negotiate price, he found the developer firm. After
moving in he leamned that a neighbor had obtsined better
credit terms. Despite long and successful experience in pur-
chasing, it simply had not oceurred to him that credit terms
were flexible in such a transaction.

Negotiation plays a subtle part in everyday affairs. At work
we bargain with supervision for high stakes. Those sucoessul
wWin & greater share of money, froedom and respect. Some
capable men ate always told precisely what to do while others
are treated as thinking human beings. Some quiver at the sight
of authority while others hold their heads high and demand
a share of power, Some managers get work done by force
while others ezert influence through persuasion, loyalty and
reason, A negotiation takes place whenever ideas are exchanged
for the purpose of influencing behavior.

Tt is said that a camel is a horse designed by a committee.
The Edsel was a manmade camel designed by negotiating
executives at the Ford Motor Company. Those who said it
would not sell did not prevail and a half-billion dollars was
lost. When executives meet to make decisions they represent
differing points of view and aspiration levels, The outcome,
as in all bargaining, is based upon power and bargaining
skill as well as logic. It is well to remember that budgets
and schedules represent negotiated decisions between men who
have joint and conflicting interests.

Congress allocates funds for highways, construction
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based upon mutually acceptable standards, whereas a poor re-
port is less credible because it lacks standards. The skilled
nogotiator may be the one who bas the ability to formulate
issues in terms of favorable natural forces. For those who re-
main skeptical we ask: How many times have you reached an
agreement by the simple expedient of splitting differences?

THE POWER OF JRRATIONALITY

It sometimes pays to be unreasonable and irrational in
negotiation. A few years ago I negotieted with a most irrational
man, My home needed painting, so 1 decided to get three
local contractors to bid. After checking references I was con-
vinced that the low bidder would do a good job. At contract-
signing time he gave me a surprise. The peinter refused to do
the job ualess paid in advance. Now, anyone with & bit of
sense knows that it's foolish to give a contractor money in ad-
vance—especially so when the company is small. Yet the man
insisted that this was the only way he would do business, Hav-
ing been forced into a lengthy lawsuit five years easlier, he
refused to open himself to that possibility again no metter
what the credit rating of his customer. Furthermore, he pointed
out that every customer paid him in advance and was per-
fectly satisfied, so why was I being unreasonable. To add eredi-
bility to his claim he permitted me to choose five names at
random from his job-history book and check them myself.
Wouldn't you know it, they all reported satisfaction with his
work. T signed and got a good paint job—from this irrational
man,

There is no iron law of nature that says 2 negotiator need
e logical. Even with the best of intentions it is dificult to
separate facts from the emotions, intuitions and assumptions
that go into the interpretation process. Irrationality may be an
appropriate tactic if the negotiator can 1) be sure that his
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Psychologists confirm that Tevye is right. When & communi-
cator enjoys public status he is believed. A speakers public
image may be enhanced hy his tide, position, educational de-
gree or wealth.

A man s believed if the listener considers him an export
and one to be trusted. In several studies it was found that
opinion change was greater in Tesponse to a statement sup-
posedly signed by a famous expert than an densical statement
signed by an unknown person. Qther studies indicate that
spekers who are Intraduced in a way that leads the audience
to consider them trustworthy are believed more readily than
those not so introduced, even when the message and speaker
are the same®

Credibility docs ot always rest on a hed of substance.
People who are good-looking, older and white enjoy greater
infiuence than those who are not. Peaple in high-status oocupa-
tions are belioved more readily than those doing ordinary work.
When an individual is believed in one subject area there is a
tendency to believe him in another. Fortunately, this transfer-
ability has Ymits, for we still have enough common sepse to
separate the ideas of Cenersl LeMay, soldier, from Generel
LeMay, politician.

From a negotiation standpoint the need for eredibility is
clear. We must enhanos the credibility of the negotiation tean
in every way possible. There is no reason to introduce com-
petent engincers with distinguished patents merely as “Mx.
Jones, our engineer.” Yet, this is typically what happens in 2
hegotiation. It makes good sense to bring to the attention of
one’s opponent the past exprience, sccomplishments and
special qualifications of team members. Needless to say, dis
cxetion in doing s0 is necessary.

A negotiator who has done his homework and has an in
timate knowledge of products, markets, regulations and issues
is likely to appear credible to an opponent—ignorance and
Taziness bave a way of showing, Trust can be developed by
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every penny it can from the supplier. Every buyer knows that
a fair and reasonable agroement is not the objective of this com-
pany. The old expression “Let he buyer beware” represents its
buying snd selling philosophy. All negotiation abjectives are
anchored to this tough-minded outlook.

On the other hand, the government and many acrospace
contractors believe that the essenco of good business is coopera-
tion and faimess within a well regulated framework. These
people seck equity in every transaction rather than exploitation.
However, there 15 some danger in this policy. Current research
indicates that fair-minded players are themselves explofted
when they encounter competitive opponents unless they also
become competitive.

Another common way to implant opposition to influence
is by associating bargaining objectives with budgetary goals. A
buyer or seller who is aware of dallar bogies is likely o respond
to this constraint, In the acrospace industry we occasionally bid
foolishly and are forced to minimize losses by superior organi-
zation and dedication. One method that has proved useful is
to put together a “tiger team” responsible for getting the job
done economically. It is ot umusual for a team to set bogies
that appear ridiowlously low in the light of past history. To
the surprise of all, however, theso targets are often achieved.
The tearn's ability to oppose supplier influence appears to be
related to tho impartance of the bogy.

We are all familiar with fear as an inoculator. 4 buyer who
is threatened with dismissal unlcss he meets a target will be
oblivious to the opponent’s arguments. The businessman operat-
ing on & shoestring faces a similar threat, Fear inoculates
against persuasion, but may also inoculate against decision-
making of any kind.

Some managers believe that a negotiation team must be
“fired up” to win, so they try to cultivate aggressiveness in the
toam's thinking. In our experiment, skilled negotiators with
power were benevolent, Perhaps they would have been less so
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a better car, pot-smoking privileges at home, his own apart-
ment during the summer and field trips to Berkeley during
times of “action.”

Bruce knew how to exploit power. He properly sensed
his mother’s anxiety and recognized that it would be diffcult
for his father to enforce the banishment. He learned quickly
that in family negotiations it is the person most committed to
a relationship who gives up power. The boy had successfully
converted “no power” into bargaining strength.

As of this writing he is home, having won most of the
issues. Tn a few years Bruce will enter a university and con-
front the president with a carefully prepared list of non-
negotiable demands. He shows great promise for this type
of work, having won essy victories at home.

IN-LAWS

Jules and Kathy had a terrible courtship. He is Jewish
and she Catholic. Jules began the most difficult negotiation of
his life the day his Orthodox parents learned that he wished
to marry.

From that moment on he found himself discussing the
issues with aunts and uncles, cousins and neighbors. The
family decided that there was only one honorable way out:
Kathy was to become Jewish. Young and eager to please his
elders, Jules confronted her with the family proposal.

Kathy refused to go along with the plans but did cou-
cede to visit a local rabbi for a quick “noncredit” course in
Judaism. As the wedding deadline approached, nothing was
settled. The family decided that a commitment would settle
matters once and for all. They made a public announcement
that Jules would be considered dead if he proceeded with
the civil ceremony without converting Kathy. The commitment
backfired when the couple eloped. Tt would be nice to say that
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the other party wants, he fails because he perceives the situa-
tion in terms of his own desires. The correlation between what
& nagotiator himself wanted and what he thought the opponent
wanted was very high. The fable among negotiators that a good
man Inows what the opponent really wants wes not confirmed.

SETTLEMENT TIME—RESULTS

QUESTION -Is settlement time related to successP

1. FINDING - EXTREMELY QUICK SETTLEMENTS RESULT IN

EXTREME OUTCOMES.®

Quick setflements resulted in very high or low outcomes
cather than agreements in the middle range.

2. FINDING - SETTLEMENT OCCUR§ SHORTLY BEFORE DEAD-

LINE.®

A significant number of settlements accurred in the last
five minutes of bargaining, The establishment of time limits
apparently forces agreement.

3 FINDING - EXTREMELY QUICK SETTLEMENTS TEND TO

FAVOR SKILLED NEGOTIATORS.

Although the data is insufficient to be conclusive, skilled
men won most quick settlements, Further research is neces-
sary to defermine whether negotiations of long duration are
won by skilled bargainers,

DPEADLOCK—KRESULTS

QUESTION - How are deadlock, success, and failure re-
loted?

1. FINDING — PERSONS WITH EXTREMELY HIGH ASPIRATIONS

FAIL LESS. THEY SUCCEED OR DEADLOCK MORE OFTEN THAN

THOSE WEHO WANT LESS.®

Plaintifis who aspired to $750,000 or more rarely lost,
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it If the directive were to be expanded along the lines sug-
gested by McGuire's research, it would be a more powerful
document. Nevertheless, the company has left other nerospace
firms behind in this respoct.

CONCLUSION

Building resistance to persuasion is important work that
can be done correctly—or for that matter left undone. In my
experience it is usually done superficially. The Catholic Church
introduced the idea of the “Devil's Advocate” centuries ago, but
business has yet to adopt the concept on a workaday basis.

The usual arguments against inoculation are sound: there
isn't enough time or talent available; and the nature of the
‘negotiation process itself develops new information that makes
many of the counterarguments less useful than their cconomic
cost warrants. These are indeed impostant considerations and
conmot be shrugged off lightly.

In negotiation the process is the product, and inoculation
plays a key role in that process. Aside from its benefits at the
table, a well-organized inoculation effort will reveal the risks
inherent in the major issues. [t will surface and question stza-
tegic goals and values. I¢ will test the degree of intensity with
which goals are held and the logic of altemative trade-offs.
1t will help define strategy in operational terms. It will force
management to participato where it would often prefer to sit
back and hope for the best.

These are benefits intenal to the organization, From an
external standpoint, the difference between average perfor-
mance and good performance may well be inoculation. What is
necessary is 2 commitment to the idea that one cannot prepare
adequately for negotiation without it. In this as in other mat-
ters, it is what we value aad aspire o that greatly determines
our performance.
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tives. In order to understand motivation from a bargaining
standpoiat, we will do three things: 1) build a basic frameswork
by which needs and goals can be recogpized, 2) develop 2
‘model that integrates needs, goals and perception and 3} pro-
pose a systematie method by which goal satisfaction may be
increased for both parties.

THEBASIC NEEDS

Human behavior is motivated by a desire to gain satisfac-
tion, One useful and intuitively appesling way to understand
hehavior was developed by Abraham H. Maslow who seys
that men organize their needs by ranking them from most to
least important. Sinee it is never possible to satisfy all needs,
those most pressing get in line first. One can imagine these
wants 2s a fivestory pyramid. The structure shown in Figure
6 inclndes: 1) basie survival, 2) safety, 3) love, 4) worth and
5) self-actualization. It is popularly called Maslow’s Hierarchy
of Needs.

Thase needs at the base are the strongest. A hungry man
will search for food and let his desire for love ar worth wait
The men in Andersanville Prison during the Civil War became
cannibals when driven by extreme hunger, At the top of the
pyramid man is seen doing what he can do best: realizing his
highest potential. Sammy Davis, Jr., catches the flavor of this
jdea when he sings “I've Cotta Be Me.” Poor people spend
mmost of their energy satisfying lower-level wants while thase
well off axe more concerncd with “being mo” Although man
docs not live by bread alone, there are only a few people on
earth deeply concerned with self-actuslization. Most have to
work too hard to live from day to dey.

Men bave needs on all five levels regardless of their cir-
cumstanies. When lower-level needs are reasonably satisfied,
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number of issues rather than few. An opponent may prove to
be less interested in some points than you assumed he was.
Furthermore, the approach tends to dampen his expectations
and aspirations. It is sometimes easy to forget that issues, real
or imaginary, have trading value in the bargaining process.
They can be exchanged for something else.

The rule for introducing problems into the agenda i
simple: put them where they can best be solved. In general,
those that can be solved easily deserve priority, for they gen-
erate a climate of success. Because problem-solving depends
upon open discussion and value-sharing, the agenda should also
consider whether problems should be solved at a different
place and time than bitterly fought issues. It might be wise,
for example, to let the financial people resolve audit problems
in a special conference where matters of this nature can be
discussed quietly. The solution can then be brought to the
table as a step toward general agreement. A problem of this
delicate nature might generate enommous heat if loft to the
give-and-take of conference debate.

Diplomats tend to look at agenda as a serious matter
because of its fmpact on rules, assumptions and fssues. Business-
men can ill afford to treat it lightly, but more often than not
do.

GONCESSION AND COMPROMISE

Several thousand men died before Hanoi or Washington
made the initial concession regarding whether peace talks
would be held in Warsaw or Honolulu, Our experiment found
that losers make the first concession in a negotiation. Whether
a first concession in this matter was worth the price is a
question of strategy, not tactics.

Concession has four purposes: 1) 1o determine what the
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Motivation is a rather good predictor of resistance. It acts
25 2 built-in inoculator. When a man is highly motivated to
reach a goal, he is less likely to digress. There is always the
danger, however, that such a man will fail to recogpize a prac-
tical compromise in his zeal to optimize his abjectives.

We may conclude that the traits most likely to provide re-
sistance are self-confidence, aggressiveness, motivation and,
in most cases, intelligence. Those traits least likely to convey
resistance are dependency, indecisiveness, anxiety, defensive-
ness, social insecurity, hypersensitivity, feelings of inferiority
and a lack of assertiveness.

BEHAVIORAL COMMITMENT

As important as personality is, it is no guarantee of success.
When a negotiator commits himself to a course of action he
immunizes himself against opinion-change. In effect he says,
“If 1 change my opinion, I will have to suffer loss of self-worth
or love from others.”

A commitment may be made simply by making a decision.
The act of deciding that a belief is worth holding provides
stability to the belief. People who decide for themselves have
a better chance to Live by their standards than those who are
forced to comply. This concept of commitment based upon
free choice appears to apply as readily to negotiation as it does
to psychotherapy.

Another way to make & commitment is to announce what
you intend to do in public. (We will see later how a major com-
pany uses this technique to inoculate its negotiators. ) President
Nixon, in his early press conferences, was very careful to avoid
hardening his overall position on Vietnam when asked about
‘Hanof's shelling of Saigon. He merely said that an appropriate
response would be made. On the other hand, Hitler convinced
Chamberlair of his intention t¢ make war when he annocunced





index-197_1.png
186 A Program for Performance

QUESTIONS AND ANSWERS

Several years ago I was a member of a management
sudit team whose mission it was to investigate an aperating
department. We began by interviewing key executives. To our
surprise the men unhesitatingly answered questions and led
s to problem aress that might otherwise never have been
wncovered. We learned that the less we spoke, the more they
did. The less evaluative we were regarding their answers, the
mare critical they were of themselves. When I discussed this
with a friend in psychiatry, he was not surprised., People enjoy
answering questions about themselves and their work even
swhen some of the material is unpleasant, They want to be
heard.

We are vigtimized by the school system s far as negotia-
tion questions and answers are conconed, School success is
based largely upon giving correct answers. The more facts
remembered and regurgitated, the higher the grade. When
question is asked in school, It is good to answer correctly and
bad not to. However, in negotiation, correct answers are not
necessarily good and are often quite stupi

‘The art of answering questions in negotiation lies in know-
ing what ta answer and what not to; whem to be clear and when
Dot to. It does not lie in being right ar wrong.

‘With this background we can proceed to analyze questions
specifically in terms of the man who asks and the man who
answers. From the standpoint of the questioner, several sug:
gestions are appropriate, First, it is generally wise to ask
question even when it appears t be 2 bit personsl, or even
ridiculous, The questioner may be rewarded with 1 better
answer than he believes possible, or may leara something
from 2 negative response. Second, the purpose of & question
i to find out about an oppanent’s values, assumptions and in-
tentions. Questions should ot be designed to show how smart a
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children are awake.” On & nonverbal Jevel they have learned
10 z0ad special mesning into a wink, a sigh, a winsome smile
or what Bave you.

Power plays a role in sex, Few would deny that such
sources of power as reward, punishment, legitimacy (trad
tion), knowledge, commitment (love), competition, time and
effort play a part in sexuel adjustment. Each partuer exerts
a degree of strength aver the other and leams to accommodate
10 the balance of power.

The anatomy of bargaining certainly applies to sexusl
adjustment. Sex involves joint problem-solving, attitude-
structuring, in-group bargaining, personal bargeining, ead &
rationing process.

Sex can bo thought of in terms of exchange. We know there
are women who trado sex for security and men who exchange
freadom of choice for stability. In a successful marriage both
partners gain satisfaction. If an the other hand the relationship
offers too litle to one or both, deadlock follows. Tn the mar-
Ketplace of sex, a frigid wite or unresponsive husband soon
learns that alternate sources of supply exist.

concLusioN

“This fs not a book about marriage, There is, however, good
Teason to view marriage in a negotiation context. Sucoessful
martiage negotiation resembles mature collective bargaining
more than it does the Pars peace talks. This is because the
problem-salving process in an old and valued relationship
takes precedence over share bargaining,

With respect to the techniques suggested ot Esalen, it
appears to me that the exchunge of deep dark secrets makes a¢
litelo sease in the world of marriage as it does in business
Tact, patience, timelincss, commitment, empathy and per-
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2. When the pros and cous of an issue are being discussed
it is better to present the communicator’s favored viewpoint
Tast,

3 Listeners remember the beginning and end of a pre-
sentation more than the middle.

4 Listeners remember the end better than the beginning,
particularly when they are vofamiliar with the argument,

5 Conclusions should be explicitly stated rather than left
or the andience to decide.

6, Repetition of a message leads to learning and ac
ccptance.

7. A message that frst azouses a necd and then provides
information to satisfy it s remembered best. However, when
need-arousal message is threateniag, the listener has n tendency
to refect it.

8. When two messages must be delivered, one of which is
desirable to the audience and the other undesirable, the most
destrable should come first.

o A message that asks for the greatest amount of opinion-
change is likely to produice the most change. Here, as in other
aspects of life, aspiration level is related to success.

10. Learning and acoeptance are improved if stress is
placed on similarities of position rather than differences.

11. Agreement is facilitated when the desirability of agree-
‘ment is stressed.

12, Agreement on controversial issmes is improved if they
are ticd to issucs on which agreament can casily be reached.

In addition to these specific findings, students of human be-
havior have discovered through clinical evidence and keen
observation that people who place others on the defensive do
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should come long; before. At the same time, the problem of
protecting one’s bargaining position must not begin at the
megotiation but be part of a long-range security program that
opexates on a year-round basis. There is, in my opinion, 1o
other sensible way to look at this critical business function.

Information about proposals, costs, budgets, competition,
technieal matters and motives must be concealed. T kuow of
one company that has 2 policy of quarantining its men at &
hotel during the final weeks of a large proposal effort, with
families permitted to visit only on weekends. Such extreme
precuutians are teserved only for mojor projects. However,
the firm is also extraordinarily careful about lesser submittals.
They leamed years ago that unsecured information becomes
available to competition surprisingly fast. Fact-withholding and
fact-finding are not matters to be taken hightly.

A leading Demoerat from California coce said, “Money
is the mother’s milk of polities.” I would paraphrase his remark
by saying, “Fact-finding is the mother’s milk of negotiation”

The question is, “How far should a negotiator go to learn
about the motives and intimate business workings of an oppon-
ent?” General Motors went too far a few years ago when it
used private detectives indiscriminately. A business negotiation
is not a war for national survival. Corruption, bribery and elec-
tzonic bugging should never be condoned. However, we would
be insane not to protect ourselves in every possible way against
these evils, We who aze in business cannot delude ourselves into
belioving that the cthical standards of our children and our
society can be any higher than those of the business community.

How then can we learn sbout an opponens needs and
goals. The answer lies in careful research and homework. The
opponent's business history should be studied. An analysis of
previous negotiations, both successful and not, will provide
usoful clues. Financial data can be cbtained at little cost
through channels such as Dun and Bradstreet, newspaper fles,
company biographies, financial statements, inside stock reports
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body. This is why contract administrators tend to rank higher
than subcontract administrators, despite the fact that both do
essentially the same work.

Line personnel bas more status than steff or service. The
ouly exception to this occurs when a staff function possesses
knowledge that the line knows it does not possess and cannot
easily acquire. In that respect the most prestigious staff ac-
tivities are concemed with law, economies, investment analysis,
science and computers.

To the outside world a buyer is a buyer. Not so in big-
company purchasing departments. Major subcontract admin-
istrators rank higher than those who buy moderately complex
articles. General buyers and small bugers follow in that order.

Managers are supposed to be equal, but some are more
“equal” than others. The engineering manager has greater
status then the purchasing manager, who in tum outranks
the price-analysis manager. Furthermore, it is not uncoramon
to see a design-engineering supervisor with more status than a
purchasing manager. And purchasing people recogaize this
class distinction, for a buyer of engineering products is ac-
corded greater esteem than one who buys operating supplies.

Status systems exist everywhere, and one need not be a
sociologist to be aware of them. Some time ago I attended a
regotiation in which a subcontract buyer faced two conglom-
erate vice-presidents with national reputations. The subcontract
buyer practically gave the store away to his opponents. If the
buyer’s management had given but a few seconds’ thought to
the matter of status, a more equitable agreement might have
resulted.

One can argue that the vice-presidents did ot know the
rank of their adversary, for, rest assured, the buyer went to no
pains to advertise. 1 must disagree, because a man’s rank is
written all over bis corporate face and is expressed in terms
of job title, office size, location, office appointments, carpeting,
executive typewriters, company cars and private dining room.





index-229_1.png
CHAPTER 17

OBRGANIZE
TO WIN YOUR
OBJECTIVES

.

RESOURCES, TO FRODUCE ESULTS, MUST BE ALLOCATED
TO OPPORTUNTTINS HATEER THAN PROBLEMS.

Peter Drucker

THE PROCESS 18 THE PRODDCT.

Nino Zappala

e

There is a story about negotiation that I have heard re-
peated time and again by businessmen. It seems that J. P.
Morgan, the legendary fnancier, met Comelius Vanderbilt,
the richest man in the world, on & huury liner crossing the
Adantic. As they sat on adjoining deck chairs Vanderbilt
intimated that he was interested in disposing of iron properties
in Michigan. Morgan, having alresdy acquired steelmills, was
amxious to develop raw-material sources. According to the
story, Morgan made an offer of $6o million, which was im-
‘mediately acoepted. Ome of the biggest transactions of the nine-
teenth century was settled in an instant.

Morgan chuckled when he told others about the deal, for
he had been prepared to pay $80 million, Vanderbilt also loved
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WHAT’S
YOUR ASPIRATION
LEVELP

THAT LOW MAN SEEKS A LITTLE THING TO DO,
SEES IT AND DOES IT:

THIS HIGH MAN, WITH A CREAT THING TO PURSUE,
DIES ERE HE KNOWS IT.

THAT LOW MAN GOES ON ADDING ONE TO ONE,
HIS HUNDREDS SOON HTT;

THIS HIGH MAN, AIMING AT A MILLION,
MISSES A UNIT.

Robert Browning
I WORKED FOR A MENIAL'S HIRE,
ONLY TO LEARN, DISMAYED,
THAT ANY WAGE 1 HAD ASKED OF LIFE,
LIFE WOULD HAVE PAD.
Jessie B. Rittenhouse

| ]

About forty years ago some of the finest minds of the twentieth
century began to wonder why some people were under-
achievers at school and at work. Their attention soon became
focused on the question of aspiration level and success. Re-
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parties find new ways to assist each other Successful problem-
salvers reveal rather than conceal; they show empathy rather
than exploit, When such s climate prevails the potential for
mutual gain will be large.

ATTITUDINAL BARGAINING

What is the best way of containing an aggressive opponent?
Is it best to respond in a militant, pacifist or mixed fashion?
Research indicates that an aggressive opponent is best con-
tained by & mixed strategy—that is, a strategy that is sometimes
cooperative and sometimes aggressive, but is not patterned in
a prediotable fashion, Unfortunately, when one party is con-
ciliatory and the other cantankerous, the imbalance usually
favors the compotitive player in the short run.% It is therefore
necessary to engage in attitudinal bargaining in order to assure
that negotiations are conducted in a climate that results in
stable final agreements.

Relationships and attitudes between opponents are mego-
tiable. The parties invariably stast with preconceptions about
the best way to act toward each other. The basis for these
preconceptions have deep roots. As a person matures, his way
of looking at the world and his feelings about it result in &
relatively stable pattern of behavior. Beliefs, opinions and
biases tend to be consistent with attitudes. Because attitudes
are both emotional and rational they are hard to change. Never-
theless, a satisfactory negotiation cannat take place until both
parties are willing to modify their attitudes sufficiently to en-
gage in share and problem-solving processes.

All of us are familiar with the breakdown of bargaining
at the international level. The Red Chinese have nourished a
long-smoldering hatred of America and thereby made it diffi-
cult to transact even a minimum of essential diplomatic busi-
ness. Negotiations between Arab and Jew are at an impasse
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4 Provide assistance in the selection of competent nego-
tiators at all compeny levels,

5. Act in the role of Devil's Advacate under special cir-
cumstances.

6, Establish a formal énsernship program for improving
the skill of special candidates.

Except for the internship program the responsibilities are
self-explanatory. It s well known that the training of medical
doctors is mot complete until they serve an internship program
under the direction of senior professors. Thero is 10 reason why
the practice should not be adapted to the development of &
limited number of carefully selected negotiators,

Interns would bave a unique opportunity to develop &
conceptual wnderstanding of thelr profession aud to watch
principles put into action by senior men who knaw what they
are doing and can describe their actions in 2 disciplined man-
ner, Training of this scope s 1ot as expensive as it may appear,
Sor interns can perform many necessary dutics for senior rep-
sesentatives while they loarn. If candidates axe sereened by a
broad-based team including « top crecutive, a psychologist, &
paychiatrist and the chief of the elite groap they are likely o
learn much from the intemship program and emerge as truly
essential members of the frm,

1t would be short-sighted to select and train members of
the elite group so intensively and not reward them with money,
status and security. Unless provided with high salaries, stock
options and job tenure it is likely that they will be lost to other
companies.

The argument for an elits cadre of negotiators is very
strong, but its implementation will require courage on the part
of management. They face & difficult choice. On the one hand
they can continue to use ordinary lawyers and contract special-
ists to negotiate essential contracts and none will be the wiser.
On the othor hand they can recogaize and organize negotiation
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worth and ceonomic snslysis they will be forced to cope with
the following problems:

.

What is the “going concern” value of an asset or
sale?

How can known and unknown risks be acovunted
for in an estimate or on the books?

How accurate or objective can an accounting record
be?

. What do expressions ke “sunk cost,” “opportunity

cost,” “tooling_amartization,” “depreciation” and
“overhead” really mean?

. How can costs in one periad bo rolated to accom-

plishments in another?

. What is the appropriate measure of profitability in

the long and short ran? Js it return on costs, sales,
investment or assets?

. How are costs, profits and business volume celated?
. How should & new product be priced?
. What does a purchased part really cost before it

reaches the end user?

Men in sccounting and cost-analysis have traditionally
avoided these issues. They have also avoided the responsibility
for relating product cost to product function. In the future
they will be forced to accept these challenges, for an in-depth
analysis of worth is indispensable to first-rate planning,

PRICE- AND COBT-ANALYS1S

Price- and cost-analysis s an emerging profession. To' do
it properly requires discipline, imagination, modern statistical
tools and common sense. The subject is too broad to be covered
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Phase 11, the hard-bargaining stage. Where did this phrase
come from, and what did he mean? For an answer we may
look at the research of Ann Douglas, who spent ten years of
her life in a box seat at the labor-negotiation table.

Ann Douglas not orly attended innumerable bargaining
sessions but was privileged to interview the parties during and
after each day’s events and gathered information that is ordi-
narily confidential. She concluded that negotiations followed
the pattern of a three-act play. Phase T was “oratorical fire-
works” Tn this act both parties behaved in an aggressive
fashion, but when interviewed they maintained a warm per-
sonal regard for each other. Both realized that what was being
said was directed to those back home rather than to each
other.

The President correctly described the next phase in bis
interview, for it is in Phase IT that hard bargaining takes place
and the adversaries become serious, patrolling the settlement
range searching for areas of compromise. Retreat from sham
positions is slow but measured, and each listens for subtle
signs of concession. Behavior becomes uncertain as the parties
introduce confusion by deliberately generating misunderstand-
ing, delay and resistance into the process. Nothing is taken for
granted. Each party tests the intent of the other on issue after
issve,

Phase ITI starts with a strong search for realistic resistance
points and is marked by orises and settlement. In-group bar-
goining plays a critical past as negotiators establish close com-
munication links to important members of their organization.
At the same time the negotiators experience greater freedom
from less significant members of the coalition not in attendance.
The atmosphere becomes tense and uncertsin, During this
late phase the negotiators find themselves in a strange new
relationship—that is, as & “negotiator-opponent” combination
united against unreasonable pressures of the outside noncon-
ference warld.,
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President Nison spoke of an “era of negotiation” in his
acocptance specch. We enter such an era in all aspects of
lifc from buying and selling to raising children. The children
of tomorrow must be good negotiators. They must be prepared
ta resolve differences in a civilized way: to listen; to be respon-
sive; and to be unafraid fo adjust conflicting values. The
alternative in an age of rising expectations is vialence.

THE RIDDLE CALLED NEGOTIATION

Several years ago, after twenty years in Industrial procure-
ment and cantracts, I was provided the opportunity through
a Howard Hughes Doctoral Fellowship to pursue advanced
studics at the Univenity of Southern Califomia. My disserta-
tion consisted of & three-pronged atiack on negotiation: ana-
Iytical, experimental and opinion-sampling, Tis goal was to
smswer the question “What determines the outcome of a
negotiation?”

The purpose of thought is action. What follows in this
‘book ae practical ideas based on research. Leo Darocher, the
feisty baseball manager, once said, “Nice guys don't win.” 1
disagree. In negotiation, as in life, nice guys do win; They
gain their objectives when they know what they are doing.
Tt matters nat f they are buyers, salesmen, politicians, lawyers
or diglomats—or ballplayers. The principles are the same.
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problem-solving and goal-striving, The Aggression group in-
cluded the ability to perceive and exploit power, persistence,
courage, leadership, competitiveness and risk-taking behavior.
Socializing qualities were represented by sense of humor,
personal attractiveness, interpersonal integrity and cooperative-
ness. The Communication cluster consisted of skills associated
with verbal and nonverbal expression: listening, debate and
role-playing ability. Self-Worth attributes included the ability
to win the confidence of one’s opponent as well as one’s su-
perior, personal dignity, self-control and self-esteer. In the
Thought-Process cluster were judgment, insight, decisiveness
and ability to think clearly under pressure. A total of 45 traits
were represented in the six categories.

Twenty-six senior executives were asked to rank traits
within clusters from most to least essential. In addition, they
chose four traits among the 45 as most important. From the
response it was possible to answer the question of trait rank
and weight. ¥or instance, planning skill was found to be thir-
teen times as important as stamina and almost twice as im-
portant as individual initiative or problem-solving ability, The
ability to express thoughts verbally was considered almost twice
as valuable as debating ability, Insight was ten times as
beneficial as education and considerably more essential than
expetience. Data from the first survey is shown in Table 2.

NEGOTIATOR TRAIT RANK AND WEIGHTS
(HIGHEST LEVEL PURCHASING EXECUTIVES). Table 2

‘TASE-PERFORMANCE CLUSTER

Rank Weight
a 150 Planning
3 83 Problem-solving
a 78 Goal-striving
M 77 Initiative
5 64 Product knowledge
6 34 Reliability
7 12 Stamina.





index-56_1.png
What's Your Aspiration Level? 49

level of aspiration where they can attribute success to their own
abilities. People with a high fear of failure avoid reasonzble
challenges because it threatens their self-image. If they set low
goals, they cannot fail. If they set goals so high that the prob-
ability of sucoess is slight, they can feel comforted by the fact
that failure was inevitable anyway. In either cese their goal-
setting behavior preserves rather than threatens self-esteern.

Experiments have confirmed much of this theory. In-
vestigators found that achievement types are optimistic and
tend to overestimate the likelhood of success while fear-of-
failure types do not. Success-oriented people, in contrast to
those who fear failure, do not like pure gambling, for they get
little satisfaction from winning when their own skill is not in-
volved.

Related studics confirm that individuals tend to estimate
probability of success in terms of hopes as well as facts. When
they want something very bedly, they overestimate their
chances of getting it. When people were asked, “What score
would you like to get next time?” they were not as realistic

Motive to achieve (Ms)

e
Motive to avotd fatlure (M)

Relative attractiveness of tsks

[ 080 100
Frobubiliy af success (P }

Figure 2. ATKINSON ASPIRATION MODEL
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‘grocer values the quality of Campbell's beans in the same way,
Needless to sey, there is no way to measure whether they can
get equal satisfaction from the exchange. All that can be said
is they will both gain satisfection if the final price is betwee
10¢ and 22¢.

With that in mind let us now pick up the conversation
at the point where both are considering whether to close the
Geal at 15¢ (shown as Froposal [A] in the diagram). At this
price the grocer enjoys a 5¢ profit. Is this the best settlement
for both parties? No.

The four proposals shown below are superior to Proposal
(a):

Proposal (B)-If the grocer were wise, he would offer to
sell three cans for 45¢, at which his profit would be 15¢. The
tourists average price would remain at 15¢. This proposal
would represent an improvement for the seller af no loss t0 the
tourist.

Proposal (C)-The tourist might counter with an offer to
buy all five cans for 55¢, which would provide a large improve-
ment for himsclf and still leave the grocer with the original
56 profit of Proposal (4).

Proposal (D)-If the above offer were rcfused, the tourist
could propase to buy two cans for 28¢. In this case both partiss
would be hatter off because the gracer’s profit would rise to
8¢ and the buyer's average oost fall to 14¢.

Proposal (E)-Finally, they would be wise to conclude
deal at five cans for G4, where the grocer eams 13¢ and the
tourist pays only 12.6¢ per can. There is no betier deal possible
for both in relation to the first offer.

Proposals (B), (C) and (D) represent trading, or prob-
Lem-solving, praposals. In cach case an improved solution for
one or both parties was passible by combining the nocds of
both in a package deal. Finslly, a point wes reachod where
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these groups. In addition, the literature of diplomacy, busincss
and collective bargaining was probed for a decper insight
into the personslity makeup of successful men in gemeral. As
a result of these studies we are now able to do two things
that could not be done before: 1) measure bargaining skill
objectively, and 2) understand how the attitudes of these vari-
ous professional groups differ with respect to the qualities
necessary for a frstrate negotiator.

Netwsweek recently doscribed Arthur Goldberg as follows:
“1) Very likable, 2) very knowledgeable, 3) catches on very
quickly, 4) penetrates the real issues, §) is resourceful and 6)
is persuasive.” It would be nice if all of us were so blessed.
Yet, the list leaves questions unanswered. Is knowledge as im-
portant as catching on quickly, or three times as important?
Is persuasiveness less valusble than resourcefulness? Few
‘men possess ll these traits in equal abundance. Which, if any,
can be compromised? Could a man be effective if he were
not knowledgesble but possessed other attributes?

To further complicate the matter, the Goldberg list might
well have included such qualities as patience, selé-cantrol,
confidence and planning ability, for these ae traits men rightly
value, For centuries diplomats and businessmen have wrestled
with the question of ideal trits in their search for the perfoct
ambassador or executive. It is not surprising that the character-
itics of both are almost identical, for they spend much of their
time negotiating,

HOW BUSINESSMEN LOOK AT EXECUTIVE
TRAITS

Frederick W, Taylor, the father of scientific management,
discovered an unusual solution to the problem of finding an
ideal executive. He suggested that an employee be supervised
by cight men rather than one. In his theory, each functional
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in setting goals 2s those who were asked, “What score do you
expect to get next time?” In one case self.image was involved;
in the other it wes not.

On the besis of Atkinsor’s research we are in a better po-
sition to see how people with high achievement needs behave in
ways that furn out well, Achievement-oriented individuals ap-
proach tasks in & confident manmer. Having been successful
in the past, they are enthusiestic about new challenges in-
volving personal skil. They aro willng to stake their self-
image on risks in the 50-50 Tange. The fear-of fallure parson Is
pessimistic; having been somewhat of 2 loser all along, he is
afraid to stake his self-image on the nest contest. He therofore
prefers risks where the probability of success s high or low
rather than in the middle range.

In negotiation, sucoess.oriented people will tend to set
targets higher and be more optimistic of their chances for
success. The others will find vways to play it safe,

PERSISTENCE AND ASPIRATION

A negotiator enters the conference room with o level of
aspiration and adjusts his gosls in response o encouragement
or frustration. Most men raise aspirations when they succeed
and Iower their sights when they fail. The degree to which they
follow this typical pattern differs hecause some then are more
persistent than others

Experiments indicate that success-oriented men are not
always persistant. When a task i easy they quickly lose interest.
On the other hand, uchievernent-oriented. persons wero found
to be more persistent when  task wes thought to be easy but
proved frustrating, They enjoyed the unespected challenge and
responded to avorcome it

Fearof fulure persons tend to persist longer when the
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minox, the system works well. Two Hughes executives, W. A.
Van Allen and T. Kotsovlos, deserve credit for secing the need
years ago for an effective method of purchasing ju an age of
change. Tt was a sound move.

Before attention is directed to tactics, a few words should
be said to sellers &nd buyers individually. Throughout this
chapter the point has been made that the stratepic-planning
problerms of both are, for practical purposes, similer. However,
there are differences that merit consideration.

A SPECIAL WORD TO THE SELLER

It doesn't do a bit of good to plan for a negotiation that
never accurs. Therefore an important step in the seller's plan
is to assure that one fakes place. The following suggestions are
ta the pofat:

1. & proposal is never the best possible, for it represonts a
compromise besed on time and energy limitations. The intercst
of both parties is served i the seller reviews the proposal after
submittal, Tavariably he will find that some requirements have
been overlooked and that past of the submittal requires clari
Seation.

2, Changes to a proposal are perfectly proper. The seller
should fecl fre to ask the customer if the submittal is re-
spousive and what can be done to clarify its intent.

3. A negotiated purchase s not the same as an advertised
or low-bidder purchase. In a negotiated procurament it is per.
missible for a buyer to inform the supplier that his price i
considered too high. It is also permissible for a seller to change
bis proposal in response to information developed at the nego-
Hation.

4 A seller should monitor the proposal séter submittal.
Although buyers are not supposed to discuss status, some do,
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if a balance could be reached between his contributions and
the inducements offered hy mansgement. Bamard was one of
the first to xecognize that nonmonetary inducements could be
more effective than monetary rewards in securing participation.
Although he did not describe the worker-manager relationship
as & negotiation, the implication was clear that human being;
engage in a bargaining process whenever they work together.

In this chapter we will describe six bargaining situations
that fnvolve executives in action on day-to-day problems. The
situations are not fictitious, but names bave been changed,

We will meet Tom, who made the mistake of taking
the salary he was offered on the new job; Don and Bill, who
are department managers with entirely different philosophies
toward budgetary matters: Charlie, a superb progtam manager.
Joe, who is competent but has trouble winning the respect of
others; Harry, who has a gift for influencing people; and Jim,
4 man who goes from one missed deadline to another. Each of
these men spends more time negotiating In their daily work than
they ever will buying or selling.

NEGOTIATING SALARY ON THE NEW JOB

The biggest mistake Tom made was taking the job at the
salary he did. He recognized the emor a few weeks after
coming to work, but it was too late, Five years later he has
begun to recover the lost ground—at & cost of about $14,000.
That's a lot of money for a middle-management executive to
lose. What's worse, the loss could have been avoided.

Tom held a responsible position at one of the volatile
conglomesrates—you know, the kind that quickly builds up it
force and then just as quickly wishes them a farewell, His
turn came when his bosses’ tum came. Because he had de-
vatedly worked some fifty hours a week for six years, he was
given special treatment, two weeks' notice instead of one.
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Anyone who has ever eamed $15,000 2 year or more knows
how hard it is to find & good job in two weeks.

Business was not bustling in California, and four weeks
passed quickly. Despite the fact that Tom had ffteen years
expericnce in purchasing and a college dogree, he managed
to obtain only three interviews. When one of these called
back, he was as nervous as a kid getting a traffic ticket.

Tt was ot a matter of money, but of pride. He had $5,000
in savings and his wife worked, so he could afford to wait;
but the idea of doing so galled him. Besides, his father had
been out of work during the depression and Tom remembered
how haxd it had been for him to find 2 job. When he reviewed
his present situation he became frightened. His ability to get
along with people, his thoughtful lmowledge of purchasing
and the fact that he had sucoessfully risen to the rank of
‘manager seemed trivial compared to getting through the inter-
view,
‘The interview stasted amicably. The purchasing manager
told him a great deal about the position and its long-run
potential. He praised Tom's experience and expressed regret
that the salary was 10 percent below his past camings. He
reassured him that although the title was assistant manager,
the responsibilities were greater than on his previous job. In
the course of the monologue, the interviewer mentioned how
bard it was to get competent men. He had tried for eight
weeks to lll the position and felt that Tom was the first man
whose background and referemces were perfect. “Well” he
said, “what do yon think, Tom?” Tom grabbed it.

Four weeks later be was sorry. Aside from getting responses
from several help-wanted ads he had answered, he learned
through a computer run that his assoclates with equivalent re-
sponsibilities were earning 20 percent more. Furthermore, he
had agreed to a salary at the bottom of the grade when the
total range permitted almost a 30 percent sproad. How could
& man who had spent his entire business life negotiating with
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one. A final figure was computed. based upon the increase in
sales revenue attributable to the use of his famous name. In
worth-analysis all economic as well as psychological factors
are pertinent. In cost-analysis it is often the data least im-
portant which comes to the forefront.

Worth is the power to satisfy wants. Its value depends
upon what is considered useful or desirable to a person in a
particular situation. Cost s only one of many elements that may
be considered in assigning worth. If a $100 part is required on
an assembly line and a one-day delay costs $2,000, a buyer
is justified in paying $2,000 for the part if he can save a single
day. It would make no difference if the supplier’s cost were 1¢
or $10,000.

Tn many industries, and particularly the aerospace industry,
pricing people are in a rut. Like a ncedle on a seratched record,
they are stuck on cast, cost, cost, In that way the pricers avoid
dealing with the more difficult question of value. Robert Me-
Namara was searching for worfh when be introduced “bang
for buck” concepts into defense management. He wanted to
compare the offensive potential of a $10-million missile system
with one costing $50 million. He recognized that worth had to
be measured in terms of offensive power rather than dollars
alone.

To understand worth & seller should know enough about
the customer’s business to predict how a price will be passed
to the ultimate consumer, If the consumer is obligated to
absorb all costs or has no choice in the matter, it will be easy
for a supplier to get a high price. If, as happened to the prin-
ters’ union several years ago, a high price forces publishers
to close down newspapers, then it may prove self-defeating
The buyer should know how his purchase fits into the supplier’s
product-market plans. He may loarn that the seller is less in-
terested in immediate profit than in some other long-range
goal,

Once buyers and sellers become commitéed to 1

depth
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heighten the opponents tension during the crisis phase. The

replacement of a negotiator after & concession con be used

as a signal that futuse concessions should not be expected.
Time talks.

CONCLUSION

Of the many maneuvers and techniques available, only a
few have boen covered in detail. For the most part the tactios
suggested ure theoretially sound and at the same time prac-
toal. Tactics are at best but taols of strategy. The undiscerning
negotiator confuses one with smother. The skilled planmer
Kuows the difference and therefore concentrates on strategy
before he considens the detalls of maneuvers and techniques
These he seloots with an eye toward the tactical mission—
that is, to reduce the opponent’s level of aspiration and probs-
bility of success while raising his satisfaction level.
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he assumes that all that can go wrong won't. Additionally, he
fails to recognize that super-special requests from top manage-
ment will, as they have in the past, continue to impose further
demands on the already impossible schedule.

In short, the man responds to pressure by interpreting
uncertainty factors in favor of the customer; he accepts the
opponent’s time constraints without similar understanding
from them, The result is a promise that cannot be kept.

One would assume that Jim, having already been bumt,
would learn. Unfortunately he is defensive in the face of
‘power, for the engineers outrank him. “To fight with customers
is wrong,” he rationalizes. Unsure of his own merits and afraid
of future consequences, he confuses confrontation with nego-
tiation—and does neither.

1f Jim could look at the engineers’ xequests as a negotiation,
several alternatives would be evident, He would analyze power
and recognize how important it is for engineers to get along
with him. He would have statistics on hand that show shop
realization to be less than perfect. He would prove that top
management makes special requests that create havoc with
the most reasonable priorities. He would counter the out-
rageous demands of the customer by offering equally out-
rageous promises. He would test the urgent nmeeds of the
engineer with all the facts, persuasion and authority at his
command,

Unfortunately, Jin's inability to negotiate on the job
never leaves enough time for his subordinates to do a job well.
This and the deluge of late backorders will bring about his fall,

coNoLUsioN
The critical element in management may well be the ability

to formulate policy in such  way that a winning coalition can
zed behind it. For a man to do this effectively he
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NEEDS,
GOALS
AND ACTION

TO THE MILLIONS WHO HAVE TO GO WITHOUT TWO MEALS
A DAY THE ONLY AGCEFTABLE FORM IN WHICH GOD DARE
APPEAR I5 FOOD.

Gandhi

MAN DOTH NOT LIVE BY BREAD ALONE.
Deuteronomy

Over 2,000 years ago Aristotle observed, “Pleasure and no-
bility between them supply the motives of all action what-
soever.” In Washington, our government s trying an experiment
in motivation. They have awarded college scholarships to a
group of poor eleven-year-olds of average ability and will con-
tinue to do so for a number of years. The government wants
to find out whether they will work harder in school if assured
of a free college education. This, you will agree, is quite an
extension of Aristotle’s simple premise.

Every business transaction involves an exchange of mo-
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BUT BEFORE THESS THINGS WERE SEPARATED, WHEN ALL
THINGS WENE TOGETHER, NOT EVEN WAS ANY COLOR
CLEAR AND DISTINCT; ¥OR THE MINTURE OF ALL THINGS
PREVENTED I, THE MIXTURE OF MOIST AND DRY, OF THE
“WARM AND COLD, AND OF THE BRIGHT AND THE DARK; FOR
NONE OF THE OTHER THINGS AT ALL RESEMBLES THE ONE
THE OTHER.

Anazagoras

Lo

Irving Stone, in The Agomy and the Ecstasy, describes
Michelangelo’s drive to understand human anatomy as follows:
“A sculptor could not create movement without perceiving
what cavsed the propulsion; could not portray tension, conflict,
drama, strain, force unless he saw cvery fiber at work withiz
the body. . , . Learn anatomy he mustl” To understand nego-
tiation we must understand its anatomy. Our task therefore is
to do what Michelangelo did, dissect this thing called negoti-
ation into two main sections, content {or substance) and time,
I think you will agree that after the operation the patient will
never look the same.
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upon massive ctalintion. Tf the Soviets started a fight, wo in
America would finish it regardless of the price. Neodless to
say, the policy is fraught with danger, for the price may be so
high that both parties will be blown to smithereens for minor
reasons.

Briakmanship has a place in negotiation. It is a valid,
albeit dangerous, way to alter the balance of power. To under-
stand how it works, imagine two negotiators climbing down a
slippery mountain in such a way that if one slips, the other
dlso falls. The power of each party lics in its ability to control
the destiny of the other. They face an uncertein future togsther.
Each must cooperate or both pay a stecp price.

‘Militant blacks use brinkmanship as a tactic when they
threaten to burn dovn the city if demands for jobs and school
improvements go unrealized. Neither the white nor black com-
munity have anything to gein from & fire or rit, but their
destinies are sufficiently tied to cause the whites to pay at-
tention to the demands,

n commercial negotiations the brinkmanship tactic can
be very effective. When one party threatens snother with third-
party action if agreement & not reached by the established
deadline, they are implying that the ncxt step may cause both
ta go dovn the precipice together. Often busincssmen would
rather agres than reveal their records to furies or govemment
investigating committees. Brinkmanship tactics affect the bal-
ance of power when one side is more reluctant than the other
to acecpt risk.

THE POWER OF FOCAL POINTS

Power sometimes exists within the situation itself and has
little to do with economic o social factors. It may have noth-
ing to do with issues o demands, or even facts. Focal points are
power. Let me cxplain,
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satisfactorily and faith in one's ability to understand and re-
solve the fundamental values being ncgotiated.

The ideal negotiator should have a high tolerance for
ambiguity and uncertainty as well as the open-mindedness to
test his own assumptions and the opponeat’s intentions. This
requires courage. Finally, in every good negotiatar there must
be on inner desire to achieve, to aspire, to take that sensible
but extra measure of risk that reproscnts a comamitment to
one's strivings. As Shakespeare said, “And pay the debt I never
promised”— to ourselves and thase we represent.
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CHAPTER 2

WINNERS
AND
LOSERS

“FOR EXAMPLE” IS NO FROOF.
Proverb

WHAT AN INDIVIDUAL THINKS OR FEELS AS SUCGESS 15
oNIQUE To HiM.
Alfred Adler

WHEN YOU CANNGT MEASURE IT, WHEN YOU GANNOT EX-
PRESS IT IN NUMBERS, YOUR KNOWLEDGE [§ OF A MEACER
AND UNSATISFACTORY KIND.

Lord Kelvin

The tale of Adam and Eve describes the first negotiation. We
have yet to learn the outcome of that exchange. Although men
have engaged in trade for over five thousand years, the
literature of negotiation contains almost nothing but anecdotes
and “home brewed” prescriptions of doubtful value. In today’s
complex world, * for example’ & no proof.” We need something
more substantial thau anecdotes. In the past few years a
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slovakia instead of the smaller territory he had orginally
demanded.

EXFLOITATION OF POWER—BESULTS

QUESTION - Is power exploited differently by skilled and
unshilled nogotiators?

1. FINDING - UNSKILLED NECOTIATORS IMFROVED WHEN
THEY HAD MOBE POWER, BUT SKILLED NEGOTIATONS DI
Nor.®

This result was sorprising. Figure 1 shows the large
improvement made by unskilled - bargainers. The average
settloment of the unskilled rose from $108,000 to $429,000 when
they gained power.
2, FINDING ~ THE DIFFERENCE IN PERFORMANCE BETWEEN
SKILLED AND UNSEILLED NEGOTIATORS BECOMES LSS WHEN
BOTH POSSESS CREATER POWER THAN THETR RESFECTIVE OFPO-
NENTS.

Figure 1 shows how bargaining skill becomes less impor-
tant os more power is aoquired. If platntiff power had been
increased still more, it is possible that unskilled plaintiffs might
have outperformed those with skill

3. FINDING - SKILLED NECOTIATORS WITH POWER WERE
BXNEVOLENT TO UNSKILLED OPPONENTS.

Skilled plaintiffs with equal power scored $518,000. When
they had more power they scored only $4g8,000. Obviously
they did not exploit their new-found power. However, in those
cases where they faced coached defendants who were told to
be aggressive, they apparently becamo concerned enough to
improve the settlement to 3574,000. Unfortunately, the coached
sample was ot large enough to be meaningful.
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In negotiation it is only rarely possible to compare one’s
pesformance with that of others. Comparisons are, of course,
possible where precedent decisions have been made or other
guidelines exist, A negotiator normally has some data to guide
him, but the range of uncertainty is o large and subject to so
much interpretation on fairly complex deals that outside ref-
erence points are not as useful. In fact they may actually be
dangerous, for they may lull the negotiator into a false sense
of security and cause him to accept inappropriate agxeements.

Group membership plays a role in establishing negotiation
targets because it is invariably a decision group that par-
ticipates in the goal-setting process. Each member of the de-
cision group has a different aspiration level. Team objectives
are themselves ¢ product of negotiation between decision-group
members. It is essential to recognize that all organization gosls,
negotiation and otherwise, are determined by a group-bargain-
ing process.

SUCCESS AND FAILURE

Fach demand and concession contributes to an opponent’s
foelings about success or failure. 1t is therefore worthwhile to
know more zbout the mechanism by which success is experi-
enced. Three points should be understood.

First, success is relative. It depends upon what is wanted.
I consider myself pretty successful if 1 can wake up and go to
work. My neighbor considers himself a failure unless he runs
two miles before breakfast. [n the experiment, some men ia-
sisted that they would accept nothing Jess than $700,000 while
others were quite content with $200,000. As the psychologist
Alfred Adler said, "What an individual feels as success is
unique with him.”

Second, people typically raise aspirations after success and
reduce them after failure. If they enjoy a great success, they
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In easlier times warlords seized women and property s symbols
of power. As civilization progressed and wealth was inherited,
it became respectable to display one’s power without fighting
by owning property and living up to  stendard unattainable
to others.

There were three avenues by which peaple could display
high status: swealth, women and waste. The first way was o
stop working for money altogether. The better classes soon
began to devote energy to such conspicuous nonproductioe
activities as fox-hunting Hunting for foxes soon gave way
to bunting for public office: today’s vocation for the truly
rich.

Historically, wives worked in the felds to build the hus-
band's coonomic strength. Later, as o sign of wealth, they wero
encouraged to Jive lives of elegant huxury. Their dress and
manners became more ornate and functionally useless as thelr
symbolic value grew. When women got the vote in 1g20, a
new trend developed. Rich women moved out of the home
into social service with a vengeante. Thanks perhaps more to
Eleanor Roosevelt than any other woman, a generation of
American girls took their rightful places in industry, commerce
and social work.

Todsy in America we see o resurgence of the original
role of women. The wife no longer works in the field or enjoys
useless leisure. She is instead a profissionally trained college
graduate ready, willing and able to cope with the rigors of
business, social and household demands. Moder man clings
to respectability by insisting that his wife works because she
wants to. Once the family grows accustomed to the second
‘paycheck, both husband and wife begin to silently wonder how
they ever got along without it. The important thing is thet
they may seldom admit it to each other.

When Veblen wrote his book it was still easy to show how
rich you were. Men like Diamond Jim Brady lived like poten-
tates. They exuded wealth from every muscle. Big estates, big
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suppliers have agreed to a 10 percent cut without a murmur?

Easily. It was as though he bad prepared himself for this
event for a lifetime. The trouble was that he had a “little-
shot” complex. Now, it isnit good to have a big-shot complex, but
1ts even worse to see yourself as less than you are. Jnstead
of perceiving himself in terms of his achievements, his mind
was preoccupied by how hard it had been to find work during
the depression. Instead of raising his salary demands, he
lowered them. Instead of looking for a director's or managers
job, he displayed a quick willingness to settle for less. Instead
of listening and being perceptive to the interviewer’s difficulties
in finding a good manager, Tom dwelled on his own poor
bargaining position. He did not pick up the message that
the opponent had made up his mind and didn’t want to go
through the process any more than Tom did.

After a lifetime in business, Tom failed to realize that
starting salary is negotiable. When asked what he wanted, he
should have explained that in a few months he would have
gotten a raise and was therefore looking for a 15 o 20 percent
increase. He didn't do that, but rather meekly said that he
wanted to meet bis old salary. That initial demand was not
high enough. When the interviewer's offer was made, Tom
should have been willing to withstand the desire for closure
and attempt to persuade him that more was necessary. Even
had he failed in this, he might have extracted a promise for
getting a 50-day hiring rate adjustment to restore parity; and
other combinations, such as step-raises, and cost-of-living or
bonus arrangements, could have been considered. None were.

Tom never looked at the matter as a negotiation. He failed
to analyze the apponent’s organizational and personal bargain-
ing difficultics. He failed to build the joint-payoft by searching
for solutions to mutual problems. He failed to analyze his own
strategic objectives and tactics. He failed to recognize that
power is always relative and that men applying for a job
have more power than they think, It was a costly mistake.
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handful of men have begun to adopt methads of diseiplined
Jogic and experimentation to this ancient profession.

When I frst became seriously interested in negotiation 1
was Intrigued by the parados of power. I had seen buyers
with little power confront sole-source suppliers with great vigor
while other men under similar circumstances seraped and
bowed. Many of us could not understand how Ho Chi Mirh
of Vietnam was willing to fight the United States. I began
to wonder why some negotiators are intimidated by power
while others are not.

Skill was another area of mystery. Most of the literature
said that it was better to be skilled than unskilled. Many
suggested that certain traits were essential to success. None
suggested that it was possible to measure skill or evaluate the
relative importance of one trait over another.

From experience it was easy to predict that skilled men
would outperform those less skilled. Yet I could not help but
wonder whether the difference in the amount of skill between
opponents would affect the final outcome. T also wondered if it
really mattered whether or not a negotiator with power was
skilled. In my experience some very marginal buyers who
held power had retumed from conferences with good agree-
ments,
The question of concession pattern was puzzling. Some
professionals preferred to get right to the point while others
compromised with reluctance, or not at all. Very little in the
literature supported either viewpoint.

What emerged from all this was a series of questions that
g0 to the heart of negotiation. Many had never before been
tested. An experiment was designed to find answers of practical
value, Tt was the fixst to explore the relationship between
power, skill and outcome. It was also the fist to use over
one bundsed professional buyers and sellers as experimental
subjects and to measure their skill in objective terms,
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In exchanges between persons or nations, five levels of
bargaining take place: 1) a sharo-bargaining process, 2) a
problem-solving process, 3) an attitudinal-bargaining process,
4} a personal-bargaining process and 5) an in-grotp-hargaining
‘process, Fous of these processes are discussed at length in the
excellent book A Behavioral Theory of Labor Negotiations by
Richard E. Walton and Robert B. McKersie.® We will look at
each process briefly and then direct attention to the anatomy
of time.

THE SHARE-BARGAINING PROCESS

Buying a used car from 2 private party is a good example
of share bargaining, If the seller’s minimum price is $1,000
and the buyer's maximurm is $1,300, then any agreement be-
tween these points will be better than no deal for both. When
a settlement is reached at $1,200 the seller has gained a larger
share of the range than the buyer. In share bargaining, what
one party geins the other loses. When most of us speak of
negotiation it is this rationing pracess that we normally think
about.

Shate bargaining is concerned with issues involving the
division of money, property, power or status. For example,
price is almost always an issne whether it involves the injtial
contract, incentive formulas or an adjustment for specification
changes. Tn aerospace negotiations, patent rights and warranty
obligations are often serious bargaining issues, for they can
“make or break” a company, dcpending on how they are settled,
Tssues always involve important conflicts of interest between
parties.

1 recently attended a conference in which a medical doc-
tor was asked to make an educational Elm for a producer. The
major issue wes not money. Instead it was the doctor’s right
to scrap the film if it did not suit his professional image. This
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nation shauld negotiate to win its objectives and not be con-
tent with place ar show. It cannot do so without superior or-
ganization and planning.

PHASE I—IMPROVE NEGOTIATION
PLANNING

Qver go percent of the businessmen in our survey ranked
planning the jnost important trait, In my opinion it is typically
a weak area. The following steps must be taken to assure that
planning s effective,
1. Ask probing questions about power, objectives, as-
piration level and other factors in this book.
2. Improve information gathering and assumption test-
ing processes.
3 Understand the difference between strategic, ad-
‘ministrative and tactical planning and see that each
is done in the proper organizatioval climate and
order.
4 Perform high-quality worth-analyses.
5. Develop an understanding of the wide range of
tactical maneuvers and techmiques available.
6. Understand the anatomy of negotiation and its ap-
plicability.
7. Inoculate for success.

8. Organize peoplo and resources for maximum impact
at the table.

To implement this part of the program two decisions are
necessary. First, management must raise its aspirations with
vespect to what it comsiders good planning, Second, it must
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be sold almost anything. Psychologists explain this type as one
whose ability is adequate for learning and evaluation but
who has an unusually strong motive to pisualize himself actu-
ally using the product. Vacuum-cleaner salesmen know that
there are women who erc self-driven to buy expensive cleaners
with gadgets they will never use. They persuade themselves.

One purpose of negotiation is to influence an opponent to
change his decision behavior in favor of the negotiator’s view-
point, While we cannot be content merely with changes in
opinion, sentiment or perception, such changes are nevertheless
important, for they are prerequisites to behavior change. People
tend to behave in ways that ere consistent with their opinions.

Having looked at the clements that make up the persuasion
process, we are in a better position to direct attention to the
pexsonality differencas betweon people who change opinions and
those who do not. A message that is delivered with skill and
understanding can change the viewpoint of even the most
hardened influence-resister. A gullible man, on the other hand,
needs Little prompting to change his mind.

THE PERSGNALITY OF CHANGERS AND
NONGHANGERS

Some of us are gullible and others are not. I know execu-
tives at work who nod their heads in agreement to almost
everything they hear. There are people who cannot resist
buying what others have to sell. Some are Democrats today,
Republicens tomorrow, and Democrats the day after on the
basis of little more than paid political announcements, If, in
the course of negotiation, you run into a gullible apponent, be
grateful and win graciously.

What is the difference between an opinion-changer and
-nonchanger? Probably, self-ssteem is the most important





index-180_1.png
Tactics, Deadlock and Countermeasures 173

NEGOTIATION MANEUVERS. Table 4
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TIMING (SETTING THE TEMEO OF EVENTS)

Time maneuvers are important hecause they are a basic
source of power. Events governing time may be real or imagi
nary. In either case time limits do not exist for practical bar-
gaining purposes unless they sre thought to be credible.

People in industrial societies are tied to the hidden lan-
guage of the clock. When someone says, “I've got o catch a
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negotiates with two or three suppliers so that each knows that
the others are being considered favorably. A few years ago I
faced this maneuver in a bletant form. I was one of three
suppliers in an open bullpen waiting to go into the negotiating
so0m. The feeling was unpleasant, especially so because the
potential order was large and our work backlog low.

The only countermeasure for this maneuver is a thorough
analysis of the power structure and frstrate interorganiza-
tional communications. A megotiator must have the courage
of his convictions and test the pponent as though competition
were not so apparent, He may find that the buyer's bias will
veveal ftself and thereby provide s working signal by which
tactics can be changed.

BROTHERHOOD (REASONING TOGETHER)

Basic buyer-supplier attitudes and relationships are speci-
fied by strutegy. However, it is the negotiator's job to develop
2 marriage of Interests and values between parties. Some degrec
of brotherhood, however tenuous, must be established if the
pasties are to do business.

Brothers are not neccssarily equal, nor do they take care
of ench other in the same way. It may or may not be wise to
play the part of big brother or equal brother. Of the five
variations in this category, four are self-explanatory, and the
last, brinkmanship, has boen discussed in Chapter 6.

1. Equal brothers (based on equal status)

2. Big brother (benevolence based on higher status)

3. Little brother (cherity desired on basis of lower

status)

4 Longlost brothers (scarch for relationship and

status)

5. Brinkmanship (intersecting destinies based on high

joint risk)
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into the transaction. For example, he can urge that the com-
‘pany make a product rather than buy it, or he can entice manu-
facturers from other fields into the marketplace. Sometimes an
end product can be redesigned in order to eliminate depen-
dency upon an exploitive vendor. Competition can be enhanced
by providing funding, facilities, tooling and knowledge to
otherwise marginal second-source suppliers.

A seller may improve his competitive position by develop-
ing a unique knowledge or facility base, He may also purchase
other companies, which improves distribution channels and
makes him less dependent upon specific customers or seasonal
variations,

Last but not least, it is possible to improve one’s com-
petitive position by the simple expedient of selecting negotia-
tors who are personally competitive: men who enjoy straggle
and have a strong desire to win.

7. BALANCE OF UNCERTAINTY AND COURAGE.
Security is a goal that humans cherish, We share a desire to
avoid risk wherever possible. The person who is willing to ac-
cept a greater burden of uncertainty with respect to reward
or punishment enhances his power.

Uncertainty may be based on fear and prejudice rather
than rational grounds. For example, two of my friends are
lawyers whose incomes have risen over a ten-year period from
$15,000 to $45,000 a year. On is always fearful that next year's
‘business will slip back to the $15,000 level. The other has faith
in his future growth and generally negotiates higher fees.
People assess risk differently even when they have access to
the same information, A common stock which looks like a
speculation to a man who lived through the depression can
appear a sound investment to a young man. By the same token,
Tkmow some very intelligent peaple who lived thraugh the real-
estate decline of the thirties, They are still renting apart-
ments in areas where land values have risen tenfold due to
population pressures.
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reinforce personal or group opinions, and they enjoy listening
to information that makes them foel worthwhile. On the other
hand, they become hostile to messages that represent a threat
0 status or security. Second, penple like balance in their ives
and perocptions. If they like John and Mary, they are un-
comfortablo if John dislikes Mary. If thoy are smart they are
uncomfortable with being poor. If they are important at work,
they are disturbed by an office setting that does not reflect their
importance. Ambiguity and imbalance create tension in an sud;
ence. Uncertsinty of any kind, whether due to the unprediot-
ability of nature or the lack of adequate information, also
areates tension. This Fecling of unease can be an opportunity
for the man intent upon persuading an opponent, for there is &
human tendency to reduce ambiguity end uncertainty as
quickly as possible. Many prefer closure at almost any price
rather than face the anxieties that accompany protracted in-
decision or deadlock.

An analysis of the opponent’s team structure from the
standpoint of audience reaction can facilitate opinion-change.
Learning and acceptance are improved when a message is
tailored for the listener. If a message fails to take accomnt of
the social foross at work, or of the facts, methods, goals and
values of the andience, it i likely to fall on deaf cars.

LEARNING, ACCEPTANCE AND CHANGE

Change can ocour only i a message s Jeamed and ac-
cepted. The learning process involves hearing and understand-
ing. Acceptance implies that the person feels the information is
relevant and likes the ides. A listener must have enough in-
telligence to leam and enough motivation to accept i his
decision bebavior is to be changed.

Most of us have wondered why there are people who can
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CONCLUSION

A blending of time factors and bargaining subprocesses is
shown in Figure 8. In considering appropriate strategy and
tactics it is necessary to perceive the overall process along a
broad time front where each subprocess changes in importance.
For example, the model shows how the relative importance of
share bargaining and problem-solving changes continuously
during the overall cydle.

Anaxagoras observed, “Before these things were separated
... not even was any color clear and distinct.” Hopefully we
have by our dissection made negotiation more clear than be-
fore. In any case, an awareness of the anatomy of time and
bargaining processes cannot help but contribute to better re-
sults at the table.
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There is a simplicity about certain common situations. If
there are four peaple sharing a piece of pie, the host usually
splits it in quarters. How else? The law recognizes that money
acquired while a husband and wife live together must be shared
equally, How else?

The magic of mathematical precision can be illustrated
through a conflict faced by an old woman who knew that she
was soon to die and wished to distribute $10,000 among her
four children. One son carned a comfortable living from
good profession; the other was & struggling merchant with &n
insecure future. The elder daughter was married to a postman,
who earned little; the younger eamed & good salary as &
secretary and showed litle inclination toward marriage. The
‘mother wrestled with the problem for six months before leav-
ing each of her children $2,500, for she loved them equally.
Another distribution probably would have made greater sense
from a social standpoint.

Historical precedents operate in much the same way. The
union finds it easier to settle with General Motors after Ford
has reached an agreement. Similarly, if cost-accounting records
indicate that a man can assemble eleven roller skates an hour,
it becomes difficult to insist that a rate of Sfteen is justified. The
power of status quo is based upon the same principle. We may
not be happy with things as they are, but if a pattern has been
established we are prone to give it legitimacy.

Natural boundaries have powers of their own. The 38th
Parallel in Korea is a natural place to split the country, for the
map itself cries out, “If not bere, where else?” In Vietnam we
are not favored by a geographical facal point, but we use the
political demilitarized zone in the same way. The power in-
herent fn this arbitrary line was evidenced by the fact that
both sides maintained the fiction despite intense battles within
the zone itself.

Focal points play a part in establishing the power rela-
tonship between opponents. A good audit or cost-analysis is
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THE
ROLE OF
ROLE

-

ALL THE WORLD'S A STACE,

AND ALL THE MEN AND WOMEN MERELY PLATERS.

THEY HAVE THEIR EXITS AND TEEIR ENTRANGES;

AND ONE MAN IN FIS TIME PLAYS MANY PARTS . . .
Shakespeare

SOW A THOUGHT, AND YOU REAP AN ACT,

SOW AN ACT, AND YOU REAP A HAEIT.

SOW A HABIT, AND YOU REAP A CHARAGTER.

SOW A CHARACTER, AND YOU REAF A DESTINY.
Charles Reade

e

About five years ago our team participated in a negotiation
in Belleville, New Jersey, 3,000 miles from home. Belleville is
& nice city, but hardly the place to spend a four-day Fourth
of July weekend. To the relief of both parties a complicated
agreement was concluded late July 3 and the weekend saved.
1 suspect that a disproportionate number of settlements are
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day. Now and then we are silently sympathetio to the trusted
bank employee who embezzles thousands and rums to the
gambling casinos for ono big splurge. But for most of us there
is 2 very good chance we will do tomorrow what we did
yesterday.

‘The bost way to predict behavior is to look at & porson's
history. A careful study of an apponent’s habits, temperament,
opinions and valos il reveal useful patterns. The personality
traits of a man tend to guide his hehavior in accordance with
the individusl’s major intentions.

Peaple react to frustration and stress in recognizable pat-
terns, Some hehave with patience, bumor and creativity. Others
are defensive and unrealistie. They make excuses, bury facts,
forget, blame others, become hastile, withdraw or beoome emo-
tional under stress. TE we know what they did yesterday, we
can make a sounder assumption about the defense they will
use tomorow,

Valucs do not change from dey to day. A man who bas
a bistory of double-dealing can be expected to use the tech-
nique once more, A penny-pincher will pinch pennies, A man
with a reputation for taking risks will be predisposed in that
dicection in the future, An opponent who places great value on
status will go on searching for status.

‘When looking at past behavior it is well to keep in mind
thist a person will act in accordance with what he believes
0 be his own self-interest. We can assume that he belleves his
bebavior to be rationl and wishes to protect his self-image.
As ontsiders, you and I mey think the person wrong, but we
must recognize that his behavior makes sense from bis view-
point. 1 was ones respensible for dispasing of company equip-
ment and requested offers from dealers. One made what
appeared to be a ridiculously high offer, so bigh i looked Itke 2
mistake. Afterward 1 leamed that he was the only man
thoroughly Familiar with the old equipment. For  few dollars
he was able to repeir and resell a very expensive piece of





index-259_1.png
252 Index

persistence:
and aspirations, 50-51
continget on challeng, 51
n personality struckure, 67-80
persom] bargaining, 66, 127, 132,
a7
personal insecurity, Limits of, 207
208
personality:
and aspications, 63
and beavior, 122
a5 persussion factor, 8790
in vesistance to persussion, 93-
94
in role behan
persuasion:
bargainiog role of, 40
asis of, 61-83
bullding resistance to, 98
defonses against, 172
factors conducive 1o, 89-90
and self-esteem, 58
resistance to, 91-83
uses of, 200
Porsuasion Model, The, 76.8
perversity, as source of power, 73
phases, of negotiations, 135-139
see also time-phased vegotia-
‘tions; timing
plaintift power, diagracn of, 15
planiin
demands of, 63
long-term, for neotiations, 224-
25

112118

posteonference negotiation stage,
136,138
power:
and aspirations, 17, 118
and bargaining, 15, 18, 20, 40
basic principles of, 5657
and benevolence, 22, 25, 74, 86
estimation of, 76
exploitation of, 20
imequality of, and negotiation
results, 21.22
in in-group bargaining, 132
in marital relations, 213-214

power (cont.}
and negotiatar skill, 20-32
of "5o power”, 68
paradox of low-pressure, 13, 22
of parental authority, 7475
Derception of, 64-65
personel sdjustment to, 73
and percoption model, 65
Dsychological experiments in, 72-

4

rules a3 source of, 185
i sex relations, 919-220
sources of, 50-65
of threat, 8-10, 5550
powerlessaess, power of, 68
precedents, as power sources, 70
Dresonference negotintion  stage,
136, 138
predictabilty, of behavior, 121-123
price anclysis, strategy of, 156-150
price bid, cultucal implications of,
194
problem solving:
agenda role in, 164186
characterization of, 08
negotiations as, 35
process of, 127128, 130, 138-
139, 145
procurement, planning and negot-
ations, 162-164
product information, need for, 168
product market relations, 150155
product-market specialization, 168
‘program management, 305-207
propusal submission, tactics of, 164
psychalogy of power, 7475
psychological testing se rescarch
punishment, as souroe of power,
5080
purchasing_exccutives, negotistor
it of, 30-33

quantitative factors, in negotiation
tacties, 173, 177

Questions, tactieal plannng of, 190
191





index-228_1.png
Love, Honor and Negotiate 221

suasion are better means to marital adjustment than is con-
frontation.

It would be nice to think that our divorce rate would go
down if the marriage vow were changed to read, “love, honor

and negotiate.”
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THE ANATOMY OF NEGOTIATION

The model shown in Figure 3 indicates that power must
be perceived in terms of five bargaining subprocesses. In Chap-
ter 11 we will discuss the anatomy of negotiation in detail. At
this point it is sufficient to indicate what is meant by each proc-
ess and to point out that power must be analyzed in terms of
each process individually. For example, power relationships
exist and must be perceived in relation to the negotiator’s own
decision group (in-group) as well as fn relation to the op-
ponent.

Share bergaining-The process by which opponents share
or ration the settlement range between themselves. If one gets
maore, the other gets less.

Problem Solving-The process by which both parties work
together & solve each other's problems. In this process both
gein at the same time.

Attitudinal bargaining-The process by which a mutually
workable attitudinal relationship s developed to facilitate
negotiation,

In-group bargaining-The process by which a negotiator
bargains with members of his own team and decision-making
group to derive workable orgamizational objectives.

Personal bargaining-The process by which a negotiator
makes a behavioral choice involving conflicting personsl noeds
and goals.

We will refer to the anatomy of negotiation at various
times n the book prior to Chapter 11 and the above definitions
should prove adequate until then,
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relative position among men's gosls will decline as society
becames more affuent.

Power and Competence. These twin goals are related. Both
reflect the need of men to control their destinies. In some per-
sons the goal is mastery over tasks, in others mastery over
people. We strive for independence from an early age and con-
tinue to value it throughout Life.

Knowledge, Men have 2 universal desire to know and
vnderstand the world around them. An Australian bushman
wants to know why the chief is always angry or how best to
make a simple tool. Givilized man, having learned that knowl-
edge is the road to power and income, speads a large part of
his resources in pursuit of this goal.

Achigosment. Some men work hard because they wish to
do something worthwhile for its own seke. They have 2 need
to achieve, which is more important than the rewards involved.
(Achievement and ifs relationship to negotiation was discussed
in Chapter 4.)

Excitement and Curiosity. All men share a desire for ex-
citement and stimulation, but not in the same way. [ know
men who love to negptiate no matter what is at stake becwuse
they find it exciting, I met a wealthy German businessman in
Mexioo who enjoyed bargaining with the natives rather than
tousing museums and churches. He was prepared to bargain
for the most inconsequential of trinkets and was willing to
deadlock for ss little as a half-peso (44).

The twin goals of excitement and curiosity play a part
at every noed level. Hungry as thay arc, peaple grow tired of
the same diet, In my opinion, much of extramarital sex can
be explained on the basis of simple curiosity—so too the lure
of Las Vegas gambling tables.

Sosial. Peaple niced people, Americans in pasticular seer
to have a greater need than others to join organizations, Man-
agement theorists have long urged cxecutives to pay attention
to the informal organization, for they believe that the key to
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learn more about planning so it can better understaud the
difference between the good and the mediocre. Until manage-
ment makes these two decisions, planning is apt to be superficial.

PHASE [I—A BROAD-BASED TRAINING
PROGRAM

Negotiation training is a high-return business investment.
It takes but a single success at the bargaining table to more
than recover the entire cost of training a man, There is prob-
ably no other activity ia which improved skill can so quickly be
converted to profit.

In discussing the matter of techniques with training spe-
cialists I find that there are two approaches. One tends to be
heavily how-to-do oriented while the other is how-to-think or
concept oriented. A course in negotiation must be a blend of
both. Meeningful training cannot avoid dealing in concepts.
Men will get little out of a how-to-do program unless they are
provided with a frame of reference that permits them to inter-
pret past experience and think for themselves when unforescen
problems arise. There is no reason why the idea of teaching
concepts to practical negotiators should frighten any training
people. Concepts are simply ways of looking at reality. They
can be explained in common-sense terms and illustrated by
every-day example. Yet the idea of teaching concepts to prac-
tical negotiators frightens some training people. It need not.

The curriculum should also acquaint the men with recent
research findings in the fild. Computer centers and labora-
tories throughout the country are developing new information
at an increasing rate. If the material is carefully sifted and
understood by the instructor, it can prove exciting and useful.

No course in negotiation would be complete without a
thorough consideration of the realities of strategy and tactics.
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Despite the fact thet man has stepped on the moon and
hamnessed the atom, he is stll bargaining as he did in ancient
times. If a f-e-thousand-year-old Babylonian were to dress in
a busiaess suit and sit apposite us at the table, there is little
reason t believe his methods would differ from ours. It is as
though time stood still; as though the written word, the print-
ing press, monagement and the scientific method had never
been invented.

Incredible as it may seemn, this s the fxst book to integrate
modern analytical thinking with good practice at the bargain-
ing table. Tt i the produc of almost twenty years experience
a5 2 negotiator and three years of intensive rescarch. The logical
‘methods developed are as applicable to lawyers and diplomats
as they are to buyers and sellers.

Negotiation is too serious a business to be treated super-
feially. This book will not guarantee that you will achieve
sucoess by following a list of do's and dom'ss. T have yet to
meet the experienced negotiator who attaches any importance
to such a list, In this book the subject is treated in & mature
and modern way. There is, after oll, an explosion of new
ideas in every Beld. Why not negotiation?
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reached on theday before Christmas, New Year's and Thanks-
giving.

A negotiator is 2 man tom on every side by roles imposed
on him. In this chapter we will try to dévelop en understand-
ing of conflicting roles in relation to negotiation. The concept
of role originates in the theator. Roles, like parts in a play,
are patterns of behavior that are learned and interpreted.
Actors perform different parts from play to play; each being
a blend of the author’s words and the actor’s personality. Movie
directors, with all their skill, make casting esrors. Critics have
commented that William Holden, so right for his part in
“Stalag 17,” has not been well cast since. Others thought Cary
Grant was too old to play the lover in “Father Goose,” and
Liz Taylor too housewifeish to be aredible as Cleopatra.
Executives, when selecting negotiators, sometimes fail to cast
them well.

The Bargaining Model of Role, shawn in Figure 5, is a way
of looking at negotiation from the standpoint of the spokesman
and those who affect his life. We know that a man does not
always behave as expected, The model will help vs to find
out why. It will also help us to understand such concepts
as role-sending, role-expectation, and role-receiving, The work-
ing of the model should become clear as we discuss each factor
and weave them together,

ROLE-SENDERS AND ROLE-CONFLICT

Each of us belongs to many groups cither on a formal or
informal basis. We have ties to other men along political, relig-
fous, recreational and commercial lines. We play a part in
each group and thereby accept certain duties in exchange for
benefits. Among my role-senders, for example, are my wife,
my boss, the tax-collector and my friend Bill
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In the business world a seller who employs “low-balling”
maneuvers soon gets a bad reputation and loses customers.
The job of the chief negotiator is to tie all the important con-
siderations together and come up with tactics that satisty
long-range objectives. In doing so he must define the issues,
problems and subgoals. He must inoculate the team against
persuasion. Finally, he must decide how best to test the as-
sumptions, intentions and aspirations of the apponent through
the use of maneuvers and techniques.

MANEUVERS

Tactics can be divided into two aress, maneuvers and
techniques. A maneuver is not a strategy. If we were speaking
of military tactics, a maneuver would be described as a move-
ment designed to secure a position of advantage for offensive
or defensive purposes. A negotiation maneuver is a move de-
signed to create a situation in which goals can be reached and
bargaining positions defended.

Not all maneuvers are ethical. Those that are not have
no place in our society. Those in the gray area between right
and wrong should be looked at with healthy skepticism. The
fact remains, however, that there are people whose standard
of integrity is so distorted that anything is acceptable. I have
negotiated with men in the movie business whose ethics were
50 low that their every move had to be guarded against kike a
disease. To protect ourselves it is necessary to understand both
ethical and wnethical maneuvers and to recognize when they
are being employed by an opponent. In order to do this T have
dassified maneuvers into seven categories shown in Table
4 They are: 1) timing, 2) inspection, 3) association, 4) au-
thority, 5) amount, 6) brotherhood and 7) detours.
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not suceed in convincing them. People who belittle the
opinions of others, are argumentative and always reflect sure-
ness about their own viewpoint make their opponents hostile.
Those who bring friendliness and sympathy to the table, re-
quest advice from the oppanent and appeal fo his higher mo-
tives for faimess, worth and excellence have s better chance
of changing the opponent to their way of thinking.

Opinions are in many ways Jike personal possessions.
People react violently to being assaulted and robbed, but will
often be responsive to those whose needs are made clear and
whose claims are rational.

THE MEDIA AND THE MESSAGE

Sir Francis Bacon addressed himsclf fo the question of
media in his essay "OF Negotiation,” written in 1608, He said:

It s gonerally betier to deal by speech than by letter; and
by mediation of a third person than by & man’s scl. Letters
are good, when a man would draw an answer By letter
back again; or when it mey serve for a man's justification
afterwards o produce his own letter; or where it may be
dangerous to he interrupted; or heard by pieces. To deal
in person is good, when a man's face breedeth regard as
commonly with inferiars; or in tender cases, where a man's
eye upon the countenance of him with whom he speaketh
may give him a dircetion how far fo go; and_generally,
where & man will reserve to himself iberty either to dis.
avow or expound.

Bacon's advice makes sense oven taday. It is still generally
better to face an opponent than to deal by letter or telephone.
Third-party mediators continue to facilitate agroement just s
they did in Bacon's day. His exceptions are as valid today as
they were then because the choice of media cannot be sepa-
rated from questions of documentation, evidence, physical ap-
pearance and information-control

Media i closely refated to the credibility of facts. Com-
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if we had made them aggressive by raising their aspiration
level. Induoed aggressiveness is, however, a dangerous tech-
nigue because it may force the negotiation into an wanscessary
deadlock. In the hands of an unskilled negotiator without
power, it may merely spur the opponent on to greater efforts.

Company policy, bogies, fear and aggressiveness are but
four ways in which resistance to opinion-change can be im-
proved. Other methods such as training, loyalty, planning and
Inowledge of the negotiation process itself can also contribute
in a direct fashion. In one major American corporation, buyers
are immunized by procedure. The method Is applicable to
small and large businesses alike.

BUILDENG IMMUNITY AT A GIANT
CORPORATION

Buyers at the North Americen-Rockwell Corporation are
required by. directive to prepare a written plan prior to negotie-
tions in excess of $125,000. The plan encompasses the following
points:

1. Ressons for source selection,

2. Past procurement history,

3 Detailed analysis by a pricing specialist.

4+ Detailed recommendations by the buyer regarding
target prices, upper price limits and delivery.

5. Special requirements imposed by the prime contract
or the product itself.

In addition, the directive provides that differences of opinion
between team members regarding objectives be susfaced and
explained. The final plan requires high-level approval and can-
not be changed without specific written authority.

In requiring a strong behavioral commitment on the part
of the buyer and his team, the policy has much to commend
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PRODUCT-MARKET GOALS

Had the railroads decided st the turn of the century that
they were in the transportation business rather than the busi-
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Table 3. NEGOTIATION PLANNING—A THREE-DIMENSIONAL VIEW
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repeated with Spyros himself. Few agents had the stamina and
dedication to withstand such an onslaught. It 15 well to re-
member that the authority to make & fnal decision can be used
effectively for getting or ot getting a job done. These maneu-
vers are to the point:

. Limited authority (restricted right to make final
decision)

Approval (mandatory approval designed to impede
agreement)

Escalating approval (deliberate imposition of se-
quential higher-approval veto)

4 Missing man (deliberate absence of person with
final authority)

Arbitration (third-party decision, impartial or
‘biased)

Few negotiators have not at one time or another been sur-
prised by unforseen authority problems. The fact that a man
has limited authority may prove to be an opportunity rather
than a problem. Local claims managers in the insurance
business take pride in settling claims. They may at times pre-
fer to settle at a point close to their upper limit rather than pass
the flle to a higher authority.

Perhaps the best way to avoid authority surprises is to
ask the adversary to state his organizational status and authority
Timits ealy in the session. Another method is to determine, on
the basis of past performance, if others have had authority
problems with the opponent. In either case, nothing is foolproof.
Authority surprises will continue to occur whenever someone
wants them to.

®

@

@

AMOUNT (PRIOE, QUANTITY OR DEGREE)

There are many ways to reach a goal. A negotiator can
state his price and say, “Take it or leave it,” or he can “nibble”
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people or events become excessively concerned with achieving
power. Children of anthoritarian parents tend to place greater
value on authority, tradition and discipline than those brought
up in more permissive homes. They also tend to become author-
itarian parents themselves. On the other hand they continue to
seek the comforts of submission when faced with strong power
figures. In short, they tend to demand structurc when they
have power and become submissive when they do not, Con-
trariwise, persous who are low in authoritarianism show Littlc
admiration for those in authority and reject attempts at influ-
ence. However, these are but generalizations and not necessar-
ily applicable on an individual basis. Children of authoritarians
sometimes reject their parents’ values so completely that they
move in the oppasite direction.

The evidence is by no means clear or complete, We wil
novertheless suggest a hypothesis that merits further research.
Individuals appear to have a disposition to perceive power
in a set pattern that dates back to carly experience. We sug-
gest that parents who permit a wide range of parent-child
negotiation in early relationships and do not permit their
children the Tuxury of easy victories will produce adults who
are effective negotiators. These adults will be predisposed to
resist undue influence and to show less respect for traditionsl
power structwes. Unfortunately, I know of 10 experiments or
research that supports or rejects this hypothesis.

CONCLUSION

As our national wealth grows larger and society provides
opportunity rather than mere survival to its poar, we will
witness the growing impotence of raw power. Traditional
sources of power, such as financial reward, punishment and
competition are already less fmpressive than they were ouly a
short while ago. Conventional symbols of authority are certain
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to0 keep track of changes and expenses, The actul design and
manufacturing work is done by as many as fifteen different
departments, The program manager is supposed to reach
agreement with each department head in three vital areass
specification, delivery date and budget. He has complete
responsibility for the program but no direct authority. When
a program is large, the program manager has some power over
the various. engineering-design activities by virtue of size, The
manager of & small program has litte choice but to beg for &
fair share of available engineering talent.

When department heads make promises of a financial ar
delivery nature they do so on the basis of assumptions regard-
ing the performance of others on whom they depend. For
example, the drafting room assumes that specifications will
be released on a certain date and will change little thereafter.
They then estimate the number of drawings and costs involved.
If specifications are released late or unexpected changes ocour,
the drafting room is likely to overrun its commitment and
miss its schedulo. After years in the business, design managers
believe in the domino theary: somebody in the pracess will fail
before they do, Few take commitments with program managers
very seriously. Charlie was different; he took engineering
promises at face value and was not afraid of confrontation. He
knew that the budgets and schedules that had been agreed to
were tight but not unrealistic.

Engincering managers were the first to leam that Charlie
expected them to live up to their word or explain why they had
not, Government contracting officers also learned that agree-
ments with him covering funding and engineering decisions
had to be honored. Officials who fafled to live up to their
responsibilities without advistng him promptly and giving a
good explanation found themselves confronting Charlie in the
boss's office. Invariably Charlie was propared with facts and
fignres that the others never dreamed existed.

The division manager was delighted and supported him
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home. Already the structure of traditional authority is being
tested to its limit. The dominance of husband over wife, parent
over child, old over young, is under fire. None will accept
second-class citizenship in the home. Family members no
longer have an economic need for one another. Parents of teen-
agers are beginning to suspect this. The kids already know it.

The choice is between negotiating with one another or
destroying our institutions. T have confidence that we will
succeed in working out our problems because we have had
practice in bargaining by virtue of our democratic institutions.
One day, not many years from now, the young from totalitarian
and tradition-bound countries will bé affluent enough to rise in
protest. Their upheavals will make ours appear like childs play
because they are less experienced in the exchage of idess. Yes,
the “era of negotiation” is upon us—with a vengeance born of
affluence.

To resolve the business and social conflicts of society, each
of us will have to become better negotiators. This means that we
will have to know more about the process and its basic ele-
ments. For those who negotiate in their daily work the problem
is more acute. Once some companies begin to treat negotiation
as a profession, all companies will have to follow. When se-
lected men are provided specialized knowledge and a long
period of intensive preparation, they will be very hard to match
at the bargaining table. These professionals will have high
aspirations and know how to negotiate to win their objectives.
They will be prepared to participate effectively in the negotiat-
ing society.
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ASSUMPTIONS AND BOUNDED RATIONALXTY

Decisions are inseparable from the sssumptions upon
which they are based. Few people stop to realize the degree
to which assumptions pley a part in their daily lives. 1 work
and assume that a check will be given me on Friday. The bank
assames that I will give them the check on Monday. They then
lend my money to businessmen on the assumption that 1 and
others like me will not demand our money at once. These are,
of course, reasonable assumptions. Or are they?

During the Depression many men dida't work, and others
did but got only 2 small check on Friday. Instoad of depasit-
ing money in the bank on Monday, they withdrew. The banks
quickly ran out of funds and demanded repayment from bus-
inessmen, to whom they had loaned the maney. The business-
men could not pay and were out off from further help, They
in tum stopped paying the employees, who ran to the bauk,
who ran to the businessmen—and the ecanamy collapsed in
a heap.

There is a principle of decision theory ealled “bounded
rationality” meaning that human beings must make decisions
without full information, Being limited in knowledge, tools
and intelligence, they cannot find the optimum solution to a
problem no matter how hard they try. This principle applies
to the President of the United States as well as o you and me.

What people don't know may be a ot greater than what
they know. We do a poor job estimating what others value
and even find it hard to sort out our own value structure. When
we search for solutions to problems we never Jook for all the
possible alternatives. lnstead we simplistically settle for the
first satisfactory one and are thankful for having found it. If
we come up with a few alternative solutions, we lack the tools
or intelligence to Ggure out what would happen if we chose
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parties and somo data of a private nature, Volunteers were
provided thisty minutes to study the case, after which a bell
rang commencing negotiation. If agreement was not reached
within sixty minutes, the session was scored as & deadlock.

The bargaining involved a lawsuit between & drug com-
pany and a pleintiff who suffered damage to his oyes after
taking a drug. The plaintiff sued for slightly more than a
million doltars.

Two power variations were used. In the first the balance
of power was approximately equal. In the second the povier bal-
ance favored the plaintiff. In sddition a small sample of
coached unskilled defondants in the second group were induced
to be aggressive in the face of their more powerful and skilled
opponents. It was possible to create power imbalance simply
by chunging the number of precedent court docisions and by
adding a degree of uncertainty to the equal-power variation.

‘The information obtained from the experiment included
settlemont amount, settlement time and concession history. In
addition both parties were usked to record their own objectives
and their estimates of the opponcnt’s objectives. This informa-
tion was recorded twice: at the boginning and midpoint of the
negotiation. Twenty students and a university professor were
on hand to answer questions and assure that forms were

properly completed.

SUMMARY OF TERMS

The experimental results that follow can best be under-
stood i a few basic terms are defined.

'NEGOTIATOR TRAIT SCORE - Manager sating of negotiator
sxwums NeooriTon  ~Negatiator whoss traft score is
above median
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apponent. For most people this is an overwhelming emotional
experience.

The difficulty with a “dootknob” price is that the opponent
may not believe it. Carcful analysis must therefore be directed
to how a believable commitment can be made. Several
methods are available. Credibility can be created by behavior
that mekes retreat difficult. Ii, for example, a negotiotors
behavior is related to public announcement of a position or to
some recognized standad or principle, then the opponent
can see for himself that retreat from the position is impossible
without loss of face.

It is possible to phrase a commitment so that it sounds
final but permits the negotiator to retreat gracefully if necessary.
The answer lies in finding a method that will obscure the
phrase in some way. This can be accomplished by varying
four factors: 1) content (xcferring precisely to what s covered
by the phrase), 2) firmmess {referring to the certainty with
which final action will be taken), 3) consequences (referring
0 the specific final action promised) and 4) time (referring
o the precise time of the final action promised). An example
will help us understand this better.

The statement “T cannot accept your clause and will walk
out immediately if you do not change it” differs from “It is
not possible for me to accept the $100-a-day charge in your
clause. 1 will return to my management unless we can resolve
the matter.” Both are commitments that sound firm but are
in fact obscure. In the first the reference may be either to the
entire clause or some part of it. In the second the elements of
time, consequences 2ad firmness are, to a degree, unclear.

Commitment is a two-edged sword. If it is believed, agree-
ment follows; if not, bargaining position is weakened. The
exact wording of a commitment is therefore of practical
importance. Whether the commitment technique will be pro-
ductive or counterproductive depends upon how skillfully fts
use is planned.
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They achieved high setflements or deadlocked in the process.
A man who wants to buy a $20,000 house in a $30,000 neigh-
borhood may never find one. But if he buys a livable housc, it
will surely be a bargain. Tn life, & man who aspires to great
heights bas a better chance of success than one who does not,
provided he doesn't get & “nervaus breakdawn” in the process,
2, FINDING - PERSONS WITH EXTHEMELY HICH ASPIRATIONS
WHO POESS POWER SUCCEED PHENOMENALLY IF THSY DO
NOT DEADLOCK.®
Powerful plaintifis who aspired to §730,000 or marc
achieved average outcomes of §649,000. Fowerful plaintiffs
who aspired to less than $750,000 averaged only §370,000.
However, almost half of the high aspirants deadlocked.
3. FINDING - GISTINATE PERSONS DEADLOCK MORE FEE-
QUENTLY THAN CONCILIATORY PERSONS, BUT PAD. LESS.”
Persons who conceded in very small amounts were either
successful or they deadlocked. They rarely failed.
4 FINDING - WHERE ONE OR BOTIL PARTIES HAVE EX-
TREMELY HICH ASPIRATIONS THE FRORABILITY O¥ DEADLOCK
IS HIGHER THAN IF NEITHER PARTY HAS HIGH ASPIRATIONS.®
A high-aspiration negotiator s successful when he meets
an opponent with low aspirations. If, however, the opponent
slso has high aspirations, deadlock frequently occurs. When
both parties have moderate aspirations, deadlock is not likely
to accur.

SATISFACTION WITH AGREEMENT—RESULTS
QUESTION - Do sucosssful and unsuccessful negottators
report equal sattsfaction with a firal agree-
ment?
1. FINDING — WINNERS AND LOSERS EXPRESSED EQUAL SATIS-
FACTION,
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charged emotional climate soon develops. The psychologists
at Esalen believe that marriages are improved by the process.
1 do not agree.

My viewpoint is quite different. Whereas they believe in
a full expression of innermost feelings, I believe that couples
should adjust to each other by a negotiation process in which
tuct, discretion and patience play an important role. Conflict
should be resolved by day-to-day bargaining and compromise
rather than by dramatic confrontation,

Marriage is a negotiation that never ends, Married couples
bargain at a conscious and subonscious level. Many who would
not dream of openly manipulating the wants of their spouse
do so by nonverbal gestures and menmerisms. The newly
married hushand quickly learns that 2 poorly prepsred meal,
dirty laumdry and a slammed door have meaning.

Much has been written about the difference between hus-
bands and wives. We can suramarize by pointing out that some
differences are a source of pleasure while others are mot.
Partners can get along even when they dislike their mate’s
taste in clothing, food or entertainment. However, there are
differences that are so unpleasant and critical they can destroy
a marriage.

The critical issues in marriage involve matters in which
a choice in one direction prectudes a choice in another. Newly
married couples cannot have children early sad not have them
early; cannot invest substantial sums in apartment houses and
enjoy expensive vacations. Among the major issues which tend
to divide typical families ere money, children, recreation, in-
laws and sex. Whenever fundamental values of this nature are
in conflict, marital adjustment takes place through negotiation,

‘What factors determine the outcome of marital conflict?
In my opinion the same forces that determine the outcome of
any negotiation govern marriage. Power and bargaining skill
play as important a role here as they do in business. In a perfect
world both partners would enjoy equality. Unfortunately they
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AFTER AN ERA OF CONFRONTATION, THE TIME HAS
COME FOR AN ERA OF NEGOTIATION.

Richard M. Nixon

MANY OF THE PATTERNS AND FROCESSES WHICH CHARAC-
TERIZE GONLICT I ONE 4REA ALSO CHARACTERIZE IT IN
OTHERS, NEGOTIATION AND MEDIATION GO ON IN LABOR
DISPUTES AS WELL AS T¥ INTERNATIONAL RELATIONS. PRICE
WARS AND DOMESTIC QUARRELS HAVE MUCH THE PATTERN
oF AN 4TS RAGE.

Journal of Conflict Resolution

Once upon a time there was a bear who was hungry and a
man who was cold, 5o they decided to negotiate in a neutrl
cave. After several hours a settlement was reached. When they
emerged the man had a fur coat and the bear was no Jonger
bungry.

In life it is just as hard to determine whether the outcome
of a negotiation favors one pasty or the other. It is said that in
a sucosssful negotiation everybody wins. Let us be realistic.
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which merely provided supporting arguments decayed most
rapidly.

7. Resistance against influence was not greatest immedi-
ately after treatment but Several days Jater. As in biological
immunization, some time passes before the serum takes effeet.
Apparendly, people have to digest argaments beforc they cen
use them.

It is evident from MeGuire’s fndings that some ways of
doveloping resistance are far better than others and that any
defense s better than none. To the man swho wishes to negotiate
from a position of strength the implications are clear; inoculate,
ot pay the price for failiag to do s0.

PEKSONALITY—THE BUILT-IN INOGULATOR

A marfs persuality may have a good deal o do with his
ability to resist or mot resist persuasion. Probably tho best
builtin defensc is an effective ego and a bigh level of self-
esteem. People who regard thomselves highly and bave an
understanding of their own values, nocds and abilities are not
ensily diverted from their gos.

Tntelligence may also contribute to resistance, but its work-
ings ate less prodictable. Intelligent people can evaluste an
oppousnt's proposal before they agcept his argument. However,
f the opposing argament is sound, this can have the effect of
producing opinion-change where none is desired.

A person’s level of amxiety can contribute to his ability ©
esit persuasion. Anxious people réfect now information that is
thrcatening, While this is true of most people, those who are
antioty-ridden see danger everywhere. I know an accountant
who insists that all work—1o matter how small—doac on his
house by contractors be written ioto a contract. He stmply e-
fuses to believe anything unless it is put down an paper.
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power, skill or determination to change the pattern or get
divoroed. 1 suspect that their children will someday have a lot
of fun with the money.

A TEENAGE DILEMMA

Bruce is sixteen and lives in a well-todo area in Los
Angeles. He attends 2 private school, has a nice room, a
stereo and his own car. The truth is that he is a budding mon-
ster—not a very nice kid,

The trouble may have started years ago when his parents
capitulated to his childish whims. When he refused to clean
his room or keep his clathes neat, the maid took over these
responsibilities. Instead of an allowance he was given whatever
ke said he needed. His work in school is not taken too seriously
because his parents feel he will undertake a business career
in his early twentios. He, on the other hand, hopes to find
his true profession at age thirty and has absolutely o idea
of what it will be. Bruce is having a marvelous time. He
smokes “pot,” takes LSD, stays out until three in the morning
and hangs around with a group of wild but well-heeled kids
in the neighborbood.

Recently things got so bad at home that he was thrown
out of the house. His father hoped that u taste of the “hard
life" would provide therapy. It did not. On the contrary,
Bruce moved into a $50-a-month Hollywood “pad” with
three other "cop-outs.” He had no trouble absorbing the 42¢-
a-day overhead charge out of his savings. It was the first taste
of the real joys of life: good companionship and freedom from
responsibility.

After a month in these idyllic surroundings his distraught
‘mother arcanged a summit conference at a local pizza parlor.
The boy registered demands that included complete amnesty,





index-86_1.png
Men Who Influence 79

it would be like to have money, his face lights up and he sings
“I£ T Were a Rich Man.” If he were a rich men, people would
come to his home with wonderfully bewildering problems and
wait patiently for his words of wisdom. It would not matter, he
says, if he were right or wrong or even if they did not under-
stand his answers. 1l he were rich, they would believe and go
away content,

“Tevye is talking about the credibility of & communicator.

Negotiator credibility

Audience Audience
‘motives information
and values. and language
i " i
E H
g Change
H 3
@ Fi
f — g
= £
Audience Audience
‘perception at
and zale and emotions
Choice of media

Flgure 4. PERSUASION MODEL
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The best way to look at agenda is alang lines suggested by
the idoas of Marshall MecLuban. Agenda is media. Like al
‘media it has the power to shape & message and tell a story
of its own. Tt is more than 2 mere listing of acts in a vaudevill
show. Rather, it s a refleotion of the poser of the parties and
the importance of issues.

Agenda can be designed to play a specific role in nego-
tiations, Tt can clarify or hide motives. It can establish rules
that are fair or bissed. It can keep negotiations on the track
o permit oasy digression. An agenda can be simply & program
of items to be discussed or it ean be coordinated with. other
‘maneuvers and technques. For cxample, agonds itoms in tabor
negotiations are sometimes arganized so that discussions of
dificult issues ocour at the precise time that & strike vote is
t0 be taken or a nots0-wild “wildeat” striko begins.

We know from our discussion of persuasion theory in
Ghapter 1 that the organization of argument and media are
important where message acceptanca is desired. Az agenda can
introduce the best arguments and speakers where the effeot
will be strongest. Tt can also faclltate agreement on diffcul
issues by arranging that the discossion begin with matters that
are less controversial.

Although it can easily be soen that issues and problems
are the heart of agenda, it is not 5o obvious that rules of nego-
tation may be shaped by it. In Paris the Saigon government
insisted for some timo that they would not respond to any
direct communication from the Viet Gong. To them it was s
majox issue because the ule implied an important relationship
between the parties. Rules of discussion can be sources of
power basod on logitimacy and must therefore he analyzed by
both partics before acceptance.

A carefully thought out agenda foroes a decision as to
which jssues and problems ase worth talking sbovt. From »
tactical standpoint, 1 belisve that it s generally best to test
the goals and intentions of an opponent by introducing a largs






index-14_1.png
The Negotiating Society 7

$140000 imitially. This was the fall extont of our foolish
planning.

We soom learned that the opponent's team was in greater
disarray than our own. Their chief enginecr was fof conversant
with the orignal proposal and felt abliged to spologize fox
his lack of detailed knowledge. The supplier’s contract admin-
istzator and controller indicated that they had not reviewed
the propasal prior to the conference and asked for & short
delay in order to do so.

‘We requested accounting ustification for the S450,000 bid
and were pleased that the controller lacked this. He left
the room and returned almost thirty minutes later with an
armful of messy workpapers.

‘We continued to nsist upon accounting justification and
began to realize that the estimating buse was not kikely to
be found in the books. Starunatic’s cast syster was 1o better
than that of the rest of the indusiry.

As bargaining went on the chief engineer left the room
seversl times in order to be present during critical acoeptance
tests. 1t was apparent that he preferred to solve technical
problems rather than discuss price. The contract man was
also interrupted & mumber of times with urgent questions from
subordinates relating to othar proposal work being done.

Late that afternoon Starmatic had reduced its price to
$a75,000. By mid-cvening they further reduced it to §300,000.
‘The contrect was settled ot midnight for $220,000. Both pastics
ere pleased. To the best of my knowledge Starmatic suffered
10 loss on the job, but will never know that they threw away
over $200000 at the table. The Starmatic negotistors aspired
to lttle; little is what they got.*

©On June 2, 1986, Suroeyor, designed and developed by the
Hughes Aiicraft Company, made a perfeot soft lancling on the moon.
It w15 the Srst unmanned space vehicle to perform such o Aiicult feat
and paved the way for man's exploration of the plavets. The work was
accomplished within  small pescentage of sstimated cost and sub-
stantilly on schedule.
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THOUGHT-PROCESS CLUSTER

Ronk Weight
122 Glear thinking under stress
General practical intelligence
Insight

Analytioal sbility
Decisiveness

Negotiating exparience
Broad perspective
Education

ot arin o m

Purchasing executives were in general agreement hat a
good negotiator must possess, above all else, a high degree of
planning ability, They were loast concerned with his educa-
tion, stamina and nonverbal-communication skills. As & result
of this survey we were, for the first time, in a position to
understend the relative importance of various traits. In addi-
tion, it was possible to use the data to measure megotiating
skill in & more objective Fashion.

HOW OTHER PROFESSIONS SEE NEGOTIATION

‘The next opinion polls were designed to discover how
people in different professions look at bargaining traits. The
basic question was, “How do the attitudes of salesmen, engi-
neers, buyers and contract-management people differ?” What
about lawyers, accountants and retail buyers in the clothing
industry?

Four hundred and eighty-three professional negotiators
responded. The results were analyzed statistically and are
shown in appendixes 1 and II at the back of the book. You
will not be surprised to learn that there were significant differ-
ences between groups.
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GLIENTS AND ATTORNEYS

Attorneys havo asked about the applicability of the plan-
ning model to their wark. The strategic decisions described in
this chapter are as relevant to them s to anyone who negotiates.
A lawyer must decide what his product-market specialty is and
‘pursuc his opportunities accordingly. it is no longer possible
to specialize in divorce, personsl injury, estate-planning and
criminal law and perform effectively in each area. There is
simply too much to know and too much to keep up with for a
man to do everything well.

Although foe-splitting is frowned upon it does go on for
sound economic reasans. If these reasons did not exist, feo-
splitting would soon stop. Whenever a lawyer gets @ case
thet is outside his specialty area he must consider farming
aut all or some of the wark to other attomeys or investigators.
This is no different from the make-ar-buy decision made by
company executives.

Decision-making relationships are certainly of strategic
importance. Unless the attorney for the insurance company is
familiar with the policies and executive structure of bis client,
e may find himself battling client and plaintif or acting as a
‘messenger boy between them,

There is really no part of the sirategic-decision process
shown in Table  that is not applicable to the attorney. Attitude-
structuring ia of concern because the lawyer meets insurance-
company personnel, sttorneys and fudges on case after case.
He must balance the needs of a client against his own long.
range Interests. The guestion of power, fact-finding and ethical
standards must be analyzed before negotiations begin. Unless
this is done the full leverage of knowledge, uncertainty, reward
and potentia] litigation will be improperly used.

While we have emphasized the anatomy of time from 3
buy-sell standpoint, nowhere does time carxy so much weight
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out by men with & high need for achievement—that is, by men
who are entrepreneurs. These are the aggressive men who
get things done in our society: the reasonsble risk-takers who
view the challenge of negotiation more as an opportunity
than a problem.

‘We want negotiators who will set their sights high and
commiit themselves to achieving their objectives. Yet we must
recognize that men, even those with strong achievement needs,
will not knowingly design the club with which to beat them-
selves to death. For that reason management must take a more
courageous role in negotiating & realistic aspiration level with
its own negotiators, Too often management “cops out” by telling
its Tepresentatives to do the best they can. That's not good
enough.

It was Shakespeare who said,

“—OUR DOUBTS ARE TRATTORS,
AND MAKE US LOSE THE GOOD WE OFT MIGHT WIN
BY FEAKING TO ATTEMPT.

Both management and those who negotiate must learn to
test these doubts by asking each other, “What's your aspiration
Tevel, and why?” They will probably find that their aspirations
in negotiation as in life are not as high as they should be.
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DETOUR (DIVERsIONS)

Negotiation is a difficult business. Tt is essential to learn
all you can about the opponeat while lotting him know as litele
as necessery about yourself. To do this, detour maneuvers of
one kind or another are employed. Of the eight listed, several
are unmistakably unethical. While unethical maneuvers should
never be condoned, they must be understood if the negotiator
is to protect himself.

1. Decoys (attractor ar snare)

2. Denial {negation or retraction of statement)

3. Withdrawal (false attack and retreat)

4 Good and bad guys (“sugar and spice” role-playing)

5. False statistios and errars (creating Sgures that

deceive)

6. Scrambled eggs (creating deliberate confusion of

issues and Bgures)

7. Low-balling (esploitation by deliberate add-ons

and changes)

8, Scoundrel (deliberate larceny by never-ending re-

negotiation)

Maneuvers five through eight should be explained briefly.
In the heat of bargaining things can get very complicated even
with the best of intentions. With the worst of intentions errors
in arithmetic and statistics can be deliberate and misleading,
The false-statistics maneuver is dangerous because it is so
subtle. Numbers are £ine, but the assumptions behind them are
often dubious.

Scrambled eggs represents a deliberate attempt to comphi-
cate rather than simplify the transaction for the purpose of
creating confusion, A man must have the self-confidence and
courage to say that he doesn't know what is going on or he will
find himself agreeing to something foolish,





index-218_1.png
The Successful Manager Negotiates 211

must be aware of the subtleties and potentialities of power,
persuasion, status, role and motivation. A winning coalition
consists of men at various organizational levels, each with his
own value system and goals. To reconcile these conflicting
demands requires that the manager possess negotiating skills
of 2 high order.
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INTRODUGTION TO PART 1. Imagine for a smomsnt that
you are o dacior looking at this Hoing, hreathing thing called
negotiation. You wont to understand what makes i work and
why. Where do you start?

On the surface, clearly visible, like extemal parts of the
body, are the wo negotiaiors and their conflicting demands.
Also evident are techniques such as concession and threat as
well as a coplous display of oratorical fireworks. Less apparent
are the internal organs. In every complex living thing thero
Turks beneath the cusily vistble o net of interlinking systems
that presetve, maintain and enhance its being. So % is with
negotiation, To undarstand this subject we must go beneath ths
surface to those elements that are common o all borgaining
transactions.

In Part 11 we will look at the heart of the borgoining
process. Our eyepiace wil be fooused on aspiration lovel,
oL setting, power, persuasion and other aspects of the anat-
omy of negotiation. Only when these central clements of the
process are better understood will i be possible for us fo
apeak intelligently about strategy ond tactics.
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Every society has its own way of doing things. E. T. Hall,
a cultural antliropologist, in his book The Silent Language
indicates that sacietics can be compared by looking at their
attitudes toward sex, territory, time, space, learning, play and
work® For example, in some countries a men is not con-
sidered late if he keeps another waiting for an hour, whereas
we Americans become mneasy after ffteen minutes. Hall points
out that Arabs and Americens differ in thelr pattems of
exchange. To an Axab, everything has 2 market value, and sl
intelligent people are supposed to be aware of what it is. I
one party starts by offering very littl, it is not for tactical
reasons but rather an indication that he is ignorant of value.
If a buyer begins by offering a ittle more than the ignorance
price, it indicates that he wants to fight and asgue but does
not want to buy. A somewhat higher initial offer, one that is
closer to the market price, signals that he is & bona ide buyer.
1t he starts by offering a price very close or at the pivotal
market price, it indicates that he is eager to buy aod will pay
over the market. In our country many negotiators start from
a low position in order to Jeam about their opponent’s expec-
tations. The low offer s considered tactically corvect and is not
associated with ignorance, Each demand and offer conveys 2
different message to the Arab than it does to the American.

Marshall McLuhan looks at hidden languages from the
standpoint of media. He believes that cvery means of com-
munciation has its aown hypnotic langusge. Not only does he
include radio, television and newspapers under the category
of media, but also roads, comics, telephones, transportation,
games and money. Each medium has its hidden assumptions.
A book, for example, tends to imply that its author hes know)
edge based on diligent research, Furthermore, it implies that
others, such as the publisher and bookseller, consider it worth-
while. A newscast on television or 2 report in the newspaper
implies objectivity, which may or may not exist. Every media
has a bufli-in language that anly a few are sware of and most





index-172_1.png
Strategy 165

In any case, information can sometimes be obtained from dis-
cussions with specialists, auditors and cost analysts, whose
presence in the supplier's plant is in itself good news.

5. Unspoken signs of regard should be noted, Casual re-
marks, attitudes, glances and gestures may be as revealing as
firm statements.

6. A supplier who invests time with the customer's en-
gineering and purchasing people carly in the specification stage
usuelly receives a dividend at source-selection time.

7. A seller must be thoroughly familiar with his proposal
and have back-up available. I have seen cases where back-up
was actually lost, and others i which the back-up had very
Tittle relevance to the submitted price, It is not an easy matter
to back into a set of figures on a complex proposal, and some
people da a poor job of it. In theix rush to accomplish some
other pressing matter they overlaok this critical responsibility.

8. A seller should invest substantial time in three areas:
1) a sound estimating system, 2) a sound cost-accounting
system and 3) competent, analytical pricing specialists. The
best defense against the huyer's negotiation assault is a price
based on data accumulated in a businesslike way.

9 The seller knows more about his product and cost
structure than the buyer is ever likely to know. This important
source of power shauld not be forgotten or dismissed lightly.

‘These suggestions are but a few that apply to the seller
in particular. At many schools of business administration,
marketing end purchasing are taught together. This is as 1t
should be, as the best preparation for the scller may well be a
thorough knowledge of his customer’s product-market struc-
ture and buying methods.

A SPECIAL WORD TG THE BUYER

When I was a young man I got a job in a stationery store
for $12 a week. The first thing the owner taught me was that
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SXILL AND SUCCESS UNDER EQUAL POWER—
RESULTS

QUESTIONS - A) Does the skill of a negotistor detos-
‘mine outcome under equal power?
B) Doss the difference in the amount of
shill between oppanents determine
outcome wnder equal power?

1. FINDING-THE MORE SKILLED THE NECOTIATOR, THE
MORE E WON. TRATY SCORE WAS GONGELATID WITH OUT-
coME.*

Under equal power, bargaining skill was a eritical factor
in determining final outcome; the best men obtained the high-
est settlements. Figure 1 shows that skilled plaintifis under
oqual power received $518,000, while unskilled plaintiffs
averaged & mere $198,000.

2. FINDING —THE LARGER THE DIFFERENCE IN THE AMOUNT

OF SKILL FETWEEN OPFONENTS, THE MORE THE SEILLED MAN

WON ACAINST AN ADVERSARY OF EQUAL POWER,®

Skilled men outperform unskilled men when they have
equal power. When skilled men are fotunate enough to oppose
those with far less ability, they manage to do even better.

SKILL AND SUCCESS UNDPER UNEQUAL
POWER—EESULTS

QUESTIONS -A) Does the skill of @ negotiator deter-
mine outcome under unequal power?

B) Does the difference in the amownt of
skill between opponents detormine
outcome under unequal power?

1. FINDING - SKILLED PLAINTIFFS WITH FOWER WERE ONLY
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2. Limited inspection {controlled access)

3. Confession (full disclosure)

4 Qualified confession (limited answers ta questions)
5 Third party {access to records by neutral parties)

6. No admittance (complete security of records )

ASSOCIATION (“‘FRIENDS AND ENEMIES™)

Tn 2 negotiation it makes sense to find third parties who
are friends. Bargaining power can be strengthened by various
‘association maneuvers.

1. Alliances (strong partoers)

2. Associates (friends)

3. Disassociates (mutual nonfriends)

4 United Nations (broad-based alliance of interested parties)
5. Bribery (payoff and collusion)

The bribery mancuver deserves special attention hecause
it is 50 ifficult to pin down. Astie Samish, a California lobby-
st of the fortles, bragged that he could get any law passed
with “bribes, broads or baked potatoes.” He spoke once too
often and was put away. The three Bs are  reality that every
business must defend against. Few who give or take bribes
are as foolish a5 Artie, who added a fourth B, bragging,

AUTHORITY {DECISION-MAKERS)

Years ago T read in Life that the Skouras brothers used the
authority maneuver to good advantage in movie negotiations.
When an agent bargained sgainst the Skouras organization he
started with the youngest brother. After the two had been at
it for a long while and reached a tentative agreement, the next
older brother was asked to approve. He refused and then pro-
ceeded to bargain on his own authority, The process was then
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THE
WHEEL OF
NEGOTIATION
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A WIS MAN WILL MAKE MORE OPPORTUNITIES THAN
5 FINDs,

Sir Francis Bacon

ANHERENTLY, EVENY FRORLEM IS IN SOME WAX AN
oPPORTUNITY.

Jack Karsass

THE PAULT, DEAR BRUTUS, IS NOT 1N OUR STARS,
BUT IN OURSELYES, THAT WE ARE UNDERLINGS.

William Shakespeare

[ e ]

The important negotiation decisions today are being made
by men employed by the organizations they represent. Not long
ago it was the entreprenenr who did his own bargaining be-
cause he personally profited by doing the job well The
organization man is not motivated by the same goal; he will be
paid a salary whether the outcome is mediocre o exocllent. Al
he need do is offer a reasonable explanation of the resslts.
When the organization man does respond encrgetically to the
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promptly provides these items without charge. As the family is
about to leave civilization once more, the trapper discovers a
few suporb pelts that were overlooked previously. These he
provides to the trader as a departing gift.

The Eskimo knew that there are many bases of power
other than competition or financial leverage.

SOURGES OF POWER

There are nine sources of strength that contribute to the
overall balance of power between opponents. These are:

1. BALANCE OF REWARDS, Rewards may be of a tan-
gible or intangible nature. Money, property, rights, and privi-
leges are of a tangible nature. Financial rewards need not be ex-
pressed in profit alone but may come abaut as a result of goals
associated with cash flow, liquidity, borrowing power, partial
coverage of fixed costs, maintenance of specialized productive
resources or refurn-on-investment targets. Rewards may also
be long run—that s, & result of expanded markets, products or
channels of distribution.

Intangible rewards may provide an equally important base
of power. Among these are benefits that &l needs for safety,
love, worth and self-realization, A ssles maneger's personal
need to prove himself may weigh more heavily in the reward
structure than the profit to be gained from the sale.

Although reward is a critical element in the balance of
power, it is usually analyzed superficially. Rarely is a thorough
worth-analysis made to discover the hidden factors in an op-
ponent’s reward structure, It's not easy to do a first-rate reward-
analysis, but it is worthwhile to try.

2. BALANCE OF PUNISHMENT OR NONREWARD.
One of the first lessons we learncd as children is that parents

can punish as well as reward. A seller can punish a bayer by
circumventing his authority or by harassing him with minar





