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"Managing how things happen means mastering what things happen"

Kuhn,  1988
On first blush, the concept of preparation seems to imply that a negotiation is inherently systematic and rationale. The interactive nature of a negotiation  makes it impossible to determine in advance what actually will  transpire, what settlement is best or who has "won" the negotiation.  Most often there are troublesome trade-off.  Preparation and planning pay off, but not in such a deterministic manner. Comprehensive preparation focuses on the process as well as the outcome. Negotiation preparation allows you to have thought through many of the issues that you may confront in a negotiation so you can be better prepared to deal with them. Negotiation preparation  should address the following questions:  

Outcome Issues
1.
Clarify Interests.  Brainstorm and then list the interests of each party to the negotiation.  

If you understand the interests of the parties, you have a much greater chance of success.  Remember, that interests are quite different than positions. Interests are what the person or team really is concerned about. You will be more able to sell your ideas to the other side, make trade-offs between items you don't care about and those which you do care about. if you know what the interests are and can separate them from the positions (22 Questions to Separate Interests From Positions).     

•
What do you care about?  

•
If you were to walk in the shoes of the other party to the negotiation, what would you care about? 

•
Do you see any overlaps or commonalties?

•
Are there possible items that you may value less than the other side and vice versa?

2.
Negotiation Standards.  


By identifying where you want to go and what you wish to achieve, you are more likely to get there and get what you want. By specifying pessimistic, realistic and optimistic goals, you have identified your initial bargaining range for each issue. Prioritizing your interests helps identify interests which are tradable as well as opportunities for concession and mutual gain.  Maximizing joint gain tends to make each party to a negotiation feel more like a winner. 

Develop specific standards  (pessimistic, realistic, and optimistic) for each of your interest. Next, prioritize each party's interests (Allocate 100 points across your interests and do the same for what you perceive the other party's interests to be). Which interest is most important? Second?  Why?  Which interests overlap?

•
What are your standards for each interest?

•
Which interests are primary? secondary?

•
Which interests are tradable?

•
What packages of interests might appeal to you? To the other side?

Sample of Objectives for Selling a House
	Interest 
	Priority
	Pessimistic
	Realistic
	Optimistic
	Rationale for Choices

	1. Price to Sale House
	60
	$150,000
	$175,000
	$200,000
	The balance owing on the load is $150,000 therefore I cannot accept less than that amount.  The house appraised at $178,000 and it currently is a seller’s market so I want at leas that amount.  Other houses in the area have sold for around $200,000

	2. Terms
	25
	Personal Note
	FHA Loan 
	Bank Loan
	

	3. Closing Date
	10
	When Other House is sold
	60 Days
	30 Days
	

	4. Agent Fees
	5
	7%
	5%
	3%
	


Your negotiation range is the spread between your pessimistic and optimistic levels for each issue.  Based upon the identification of issues and options,  you can now develop packages or determine which items you might be willing to trade.

Provide a Rationale for Each Interest Range.  For each  standard,  provide a rationale that can be used to convince yourself and the other party that your range is realistic  For example, the pessimistic price of the house may be the amount you still owe on your mortgage  The realistic price may be the price you originally paid plus an adjustment for market increases. The optimistic value may be based on the price that  slightly higher houses in your area have recently sold..

3. Best & Worst Alternative to a Negotiated Agreement. What is your BATNA?  Estimate the BATNA for the other side? What is your WATNA? Estimate for the other party


The Best Alternative to a Negotiated Agreement, BATNA, is the bottom line standard against  which any negotiation should be measured.  It is a negotiator's greatest source of power and protects negotiators and their clients from accepting terms that are too unfavorable and from rejecting terms that are in your favor but not ideal.  A relative term used by economists is called opportunity costs, namely what you give up by doing the deal.  In some cases, you can improve your BATNA even before the negotiation. For example, you may already have identified an alternative source of raw materials.  When you are proactive, you strengthen your bargaining position.  

•
Of your alternatives, what will you really do if no agreement is reached?  

•
What can you do to improve your BATNA? WATNA

•
What are the alternatives open to the other side if an agreement is not reached?

•
What can you do to make their BATNA less attractive?

4. Assumptions.  What assumptions are you making about interests and positions ?  What questions can you ask to test the validity of your assumptions?
At any given time, a negotiator can perceive only part of the whole puzzle of positions, interests, options, and intentions.  The well prepared negotiator thinks through his or her assumptions and checks out perceptions against realities. Therefore it is important to:

•
What are your assumptions?

•
Are they important enough that you need to check them out with the other party?

•
What key phrases from the other party should you listen for that might lead you question your assumptions?

5. Accreditation of Proposal.  How will you accredit or legitimize your proposal, your ideas, yourself? 


Accreditation involves  enhancing a proposal by using: logic, market value, precedents, value of the agreement or the relationship, scientific standards and your personal and organizational credibility.  How best to accredit your proposal depends upon  your objectives, the personalities of the negotiators and importance of the outcome and the relationship.   Each preparation report should  include at least one example of an accreditation 

•
External standards as a shield or sword (industry benchmarks, salary surveys, scatter diagram)?

•
Testimonials from customers

•
Financial worksheets

•
Visuals (letterhead, product samples, sample contracts)

•
Draft agreement

•
Legal precedence

•
Multiple rationales 

•
Resumes and net worth analysis of key employees, investors 

6.          Briefing Book  What material will have in your briefing book?


Similar to  a lawyer's trial note book, your briefing book includes your notes on various subjects.  Your briefing book provides you with an arsenal of information upon which to negotiate successfully.  Some items you may wish to include are: 

•
Notes on the parties and their alternatives;

•
Lists of your major and minor interests

•
Lists of their major and minor interests

•
Reports, documentation and references that can be used to accredit your plan.

•
Tactics and strategies you think will be effective

•
Research and background material

•
Delineate of agent's scope of authority.

•
Identification of specific packages or trades

•
Potential arguments to overcome objections or to sell your interests

Procedural Issues

7.
What kind of negotiator(s) are on your side? On the other side? 


Being prepared to negotiate involves understanding yourself, your teammates as well as the negotiators on the other side of the table.  Your response to this question should evolve overtime as you participate in more negotiations and get to know more about your negotiation style. Similarly, when you participate in linked negotiations with others, you should acquire a greater awareness of their style.  Some questions to consider include:

· What is your negotiation/ communication style? Theirs?  

· What are your strengths? weaknesses? Other members of your team?

· Are there gender or cultural concerns that need to be considered?

If there are multi-parties involves, what roles will the various members on your team play?

8. What roles will individuals on your team play at the table? Away from the table?

Individuals play different roles at the negotiation table and away from the table. The roles may be strategic or tactical or they may relate to management of team processes. Make a table identifying the roles and responsibilities of each person on the team

	Team Member
	Role Away from the table (e.g., fact finding preparation, accreditation)
	Role at the table (e.g. chief negotiator, process facilitator, facilitator, technical expert, note taker, good cop, bad cop etc.)

	
	
	

	
	
	

	
	
	


9. Barriers to the Negotiation. What barriers might block or interrupt the negotiation?

Proactive negotiation entails identify any factors which may prevent you from reaching an agreement, slow down the negotiation process or block the development of a relationship. You need to identify any potential barriers and determine how the barrier can be broken down or eliminated. Some potential barriers to consider include:

· Time to build a relationships does not exist

· Hidden parties at the table may block the deal (e.g. sales manager when buying a car, union membership must approve agreement)

· Emotions of parties regarding the deal, people, issues or products. 

· Financial or technical data may be lacking or not clear.

· Government agencies (European Union, FTC, WTO etc) may have the right to intervene or may impose rules about how business is being done.

· Cultural. Styles of doing business differ across companies and within the global arena

· Currency. In international trade there may differences regarding which currency is being used in the deal.

· Bureaucracy. Organizational bureaucracies differ and may help or hinder deal making.

· Environmental Turbulence.  Unforeseen things happen (e.g., a change in corporate leadership, the overthrow of a government, an environmental catastrophe), so what can you do about them? Do you need a contingency plan due to the history of the organization, country?  

10.  Ground Rules. What are the ground rules and setting for the negotiation?

Controlling the process helps to control the outcome. Considerations include: 

· Where is the best place for the negotiation to occur? Where will everyone be most comfortable? Where is the product located? The items to be negotiated? 

· Do you need a confidentiality agreement to protect proprietary information or products?

· Are any topics off limits?

· Do you want to specify who can or can not participate or observe the negotiation?

· Are healthful refreshments available? 

· Are specific props required to set the stage for the negotiation?  

· Do you want to discuss your interests in any particular order?  

· Are there time limits? 

· Do you want to specify up front procedures if an impasse is reached?  

· Are there specific terms (e.g. rush order, delivery procedure) that need to be define?  Your discussion should also explain whether these rules will be agreed upon in advance of the negotiation or evolve over time.

· If time is short, should you negotiate over procedural issues  before the "official" negotiation?

Negotiation Strategy 

11.
Strategy, Tactics, Maneuvers and Techniques.  What strategy (be specific) do you plan to follow in the negotiation (competitive, cooperative, Integrative, principled)? Why? 


Strategy involves the overall approach to negotiations. Some strategies are designed to claim value and others are designed to create value. Will it be a win-win, distributive, integrative, principled, open confrontation? Why? 


Tactical maneuvers involve any actions designed to help you achieve your goals.  Tactics focus on identifying the other party's resistance point,  assessing the other party's outcome values and costs, managing the your own impression, modifying the other party's perception of her own outcome values, manipulating the actual costs of delaying or aborting negotiations.  Tactical maneuvers minimally focus on the opening moves in the negotiation, the process to reach agreement, and bring closure to a negotiation.  What tactics will you use if an impasse is reached? Will you use dirty tricks? If dirty tricks are used, how will you deal with them?

Negotiation techniques are not grand strategies but weapons in an arsenal. If well employed, they provide a source of power.  If poorly executed, they can create needless hostility.

These are only a partial list of strategies. Read your textbook

	Distributive Tactics
	Integrative Tactics

	Make a threat or a promise
	Trust – Establish trust

	Nibble – Make proportionally smaller concessions until the overall objective is reached
	Commonalities –Emphasizing commonalities and minimizing differences

	Split the difference – Common closing tactic
	Interest based bargaining – focus on interests rather than positions

	Exploding offers – adding a time deadline
	Expand the Pie – add resources through creative problem solving

	Sweeteners – Save a concession to the very end to close the deal
	Logroll – Trade off among issues so that each party achieves a preferred outcome

	Stating commitments
	Nonspecific compensation – Offer payoffs in another area

	Low ball/High ball – Make really high or low offers
	Risk sharing When individuals differ in their propensity to share risk, risk sharing schemes can be developed

	Chicken – laying an extreme offer on the table and then not backing down. Useful only if you have a strong BATNA
	Unbundling – When priorities differ, then interests can be unbundled and broken apart

	Snowjob – Overwhelming the  other party with data, information.
	Packaging – Packaging several interests together 

	Intimation – Using emotional ploys (anger, fear) to get concessions
	Probabilities – when people have different beliefs about the likelihood that items will increase or decrease in value contingent arrangements can be established.

	Aggression – Pushing your position or attacking the other party’s position.
	Common procedures – People may differ in their beliefs but can agree on a common procedure to reach agreement (e.g. Mediation or Arbitration

	
	Agreement in Principles – Agree that you are doing the deal first then worry about the fine points later

	
	Upward framing – Frame the problem upwards (e.g. It’s what’s best for the organization not what’s best for our division)


12.
Opening Position.  What will be your opening position? Why?

Most experienced negotiations will come into a negotiation to first exchange information, establish a relationship and size up the other side. consequently, the first offer is usually not launched at the opening of the negotiation. Still, someone at sometime needs to make an initial proposal. There are advantages to going first as well as waiting.  There are advantages and disadvantages to high versus realistic first offers.  

13.
Concessions.  What concessions are you willing to make? Why?


Concessions are an extremely important component of a negotiation.  They transmit information about the likelihood that a deal will eventually be struck. The pattern of your concessions over time indicates who claims the most  value. One rule of thumb is that the concession should be 1/3 the way between the latest offer and your last offer.    One way to deduce who is claiming the most value is to plot the concessions that were made. For example, your opening offer may be to sell the business for $1,000,000 outright.   You may then sell for $900,000 over 10 years.

14.
Closing the Deal. What is needed to tie down the deal?

To tie down or wrap up a negotiation is to get a commitment from the other party or parties.  This minimally involves asking for a verbal commitment to the proposed terms, "do we have a deal?"   If compliance is important, it may also include:

•
Drafting a written memorandum of agreement.  

•
Defining what performance and nonperformance means.  

•
Building in  milestones into the agreement or identifying concrete deliverables. 

•
Specifying process for modifying the agreement.

•
 What constitutes a breach and how will it handled short of court action?

15.
Measuring the Utility.  How will you measure the utility of the deal ?


The evaluative component of a negotiation is often lacking -- particularly if a negotiator has not established evaluative criteria in advance of the negotiation.  To assess the utility of a deal you can use hard as well as soft criteria.  Hard facts include such things as comparisons to previous deals, comparisons against your objectives,  comparisons with your needs (return on investment, operation costs, cash flows). Soft criteria include your satisfaction with the deal, an analysis of the amount of work that went into the deal, the outcome compared to your expectations.
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