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litigation, which required HTC to pay $6-3$8 to Apple for every Android-equipped handset soliu
HTC CEO was stated saying, “We

Both sides were happy to have reached an agreement, and
can focus on innovation instead of litigation.”117

CONCLUSION

When it comes to slicing the pie, the most valuable information is a negotiator’s best alternative
to reani:hing agreement (BATNA). Nothing can substitute for th
Negotiators can enhance their ability to garner a favorable slice
fol]owing Strategies: determine your BATNA prior to negotiation
it; determine your reservation point; research the other party’s BATNA
make the first offer; immediately reanchor if the other party o
plan your concessions; suppo

for the “even split” ploy. Negotiators should not reveal their reservation pric

; set high aspirations;

—_—

117
Claburn, T, (2012 November 12), HTC settles Aj i i i i
. , pple lawsuit. Information Week. informationweek.com; Savi
(2012, November 12), Apple, HTC settle patent suits; sign 10-year licensing deal. Forbes. forbes.com. S B

e power. of a strong BATNA,
of the pie by engaging in the §
§ and attempt to improve upon 3

pens with an “outrageous” offer; 3

WIN-WIN NEGOTIATION:
EXPANDING THE PIE

It might not-seem possible for environmentalists, enrgy. developers. and state legislators:to agree
aboutanything, much less reach win-win agreement. A long-running battle over aging wind turbines
 in Northern California pitted the interests of three wildly different parties with opposing motives .
i, against one another. But when California ‘Attarney. General Jerry Brown.brokered a settiement
¢« between anvironmental groups, win extEra, Energy Resources, and. the.stats, it was '
; enthisiastically gmbraced by ail sides, 58
i amajor migratory route forsaptors and
1 4,700 bigds gach year—the most of any. wi Nt rally .
. pratected birds such as golden eagles and red-tailed hawis. In the integrativé setdement, the envi-
¢ ronmentalists"interests—tbe native. migratory birds—ars protected. Mareove “the stata’s long-
term interests of deriving 33%:of its-pciwer from clean energy moved @ step forwar(l; and the new
, turbines produced e power more efficiently than the els they feplaced: More'than 400'of the
¢ ald turbines were removed and replaced with new tuibines generating 2.3'megawatts of alectric- -
- ity—enough-to power 600-~700 homes. Tha settlemast cleared the way for NextEra o plan ifs new
. Wind farm at the site-and begin securing deals with utilities. whieh are requited under California’s
* strict renewabld eneray goalsto derive 33% of tieir power from clean sources by 2020,

potential for win-win agreements. However, win-win negotiation techniques are

not intuitive. Many people who regard themselves to be win-win negotiators often
leave money on the table without realizing it. This chapter provides strategies for expand-
ing the pie.

rr he opening example suggests that even the most contentious negotiations contain

! Hill, D. (2012, June 5). Altamont Pass celebrates “repowering” of wind farm. San Jose Mercury News.
mercurynews.com; Dearen, J. (2010, December 7), Northern California wind turbines to be ded. Bloomberg
Businessweek. businessweek.com.
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WHAT IS WIN-WIN NEGOTIATION?

Most people equate win-win negotiations with the fair division of resources. Obviously, 3

allocating resources is always necessary in negotiation, but win-win means something entirely
different. Win-win is not:

= Compromise: Compromise refers to reaching a middle ground between negotiators’

positions. Win-win negotiation does not pertain to how the pie is divided (Chapter 3) but |

rather, to how the pie is enlarged by negotiators.

-

among the negotiators. For example, two sisters who quarrel over an orange and ultimately

decide to cut it in half have reached an even split. However, if they fail to realize that one ;

sister wants all the juice and the other wants all of the rind, it is painfully clear that the
even split is not win-win.2

Satisfaction: Satisfaction is no guarantee that money and resources have not been
wasted; in fact, many “happy” negotiators do not expand the pie.3

Building a relationship: Building a relationship and establishing trust comprise an

important aspect of negotiation. However, people with a genuine interest in the other party 3§

may not think creatively. In fact, people who would seem to have the most interest in

building a relationship with the other party (e.g., husbands and wives, dating couples, and |

long-term partners) often fail to reach integrative agreements,*

Win-win negotiation really means that all creative opportunities are leveraged and no resources 4

are left on the table. We call these outcomes integrative negotiations,

TELLTALE SIGNS OF WIN-WIN POTENTIAL

Integrative potential exists in just about every negotiation situation. However, people often fail
to see it because they do not believe that win-win is possible. The following are questions for
negotiators to ask when assessing the potential of a negotiation situation.

Does the Negotiation Contain More Than One Issue?

Most negotiations begin as single-issue negotiations. By definition, single-issue negotiations

are not win-win because whatever one party gains, the other party loses. However, it is usually 3
possible to identify more than one issue. The probability that negotiators will have identical pref- 4
erences across all issues is small, and it is differences in preferences, beliefs, and capacities that 3

may be profitably traded off to create Joint gain

2 Follett, M. (1994). In P. Graham (Ed.,), Mary Parker Follett: Propher of management—A celebration of writings from
the 1920s. Boston: Harvard Business School Press.

3 Thompson, L., Valley, K. L., & Kramer, R. M. (1995). The bi feeling of An examination of social
perception in negotiation. Journal of Experimenial Social Psychology, 31(6), 467—492.

# Fry, W. R., Firestone, I, ., & Williams, D. L. (1983). Negotiation process and outcome of stranger dyads and dat-

ing couples: Do lovers lose? Basic and Applied Social Psychology, 4, 1-16; Thompson, L., & DeHarpport, T, (1998).

Relationships, good i

patibility, and | orientation in negotiations, Basic and Applied Social Psychology,

20(1), 33-44; Kurtzberg, T., & Medvec, V. H. (1999). Can we negotiate and still be friends? Negotiation Journal, 15(4), -

355-361.
SLax,D. A & Sebenius, I. K. (1986), The manager as negotiator. New York: Free Press,

Even split: Even splits, like compromises, refer to how the bargaining zone is divided 3

o, @ . L-\{«'*V}' '
1 ((t'uvli,blr L 1 \.\:F
v
Chapter 4 » Win-Win Negotiation: Expanding the Pie
, Can Other Issues Be Brought In?

: Another strategy is to bring additional issues into the negotiation. For example, when the

i National Hockey League owners and players were embroiled in a crippling 112-day lockout in

2012-2013, the main contention was the hammering out of a new 10-year collective bargaining
agreement between the players” union and league owners. Midway through negotiations, a new
¢ issue was introduced—namely, limits on how much less in salary a veteran player could make
i from one year 1o the next. Both sides were then able to make concessions and began playing
i hockey once again.®

i Can Side Deals Be Made?

£ In many situations, people are strictly cautioned not to make side deals or side payments,

However, when side deals allow more issues to be added to the mix, this increases the possibil-

£ ity of creative conflict resolution.” For cxample, consider how the introduction of a side deal

i allowed a breakthrough in the highly contentious American Airlines and US Airways merger.
When merger talks were underway, the U.S. Justice Department filed an antitrust lawsnit to
block the.deal and was joined by six states, including Texas (American Airlines headquarters)

¢ and Arizona (home base of US Airways). During this time, Texas Attorney General, Greg Abbott
b crafted a side deal to settle Texas’ case with the airlines, and in so doing created momentum for

¢ alarger settlement. In the side deal, the new combined airline relinquished landing and take-off

. rights at two major airports (Reagan National in Washington, D.C. and LaGuardia in New York)
i and two gates each at five other airports. With these concessions, the merger between American
# and US Airways bypassed litigation to successfully close a deal

i Do Parties Have Different Preferences Across Negotiation Issues?

I If parties have different strengths of preference across the negotiation issues, then a win-win
i negotiation is possible.” Consider the orange-splitting example. Essentially, the situation

* involves two issues: the Juice and the rind. One sister cares more about the juice; the other cares

+  more about the rind. If only a single issue (the orange) was involved or if both sisters wanted the
i juice much more than the rind, then an integrative agreement would not be possible.

Consider how the different preferences held by negotiation parties after the fall of the
-Soviet Union paved the way toward an integrative agreement amid a highly charged atmo-

sphere. The materjals and expertise needed to make highly lethal bioweapons—anthrax, small-

© Pox, cholera, plague, hemorrhagic fevers—were stockpiled in labs in the former Soviet Union

. province of Kazakhstan for sale to the highest bidder, presenting a global threat. The fall of
. the Soviet Union devastated the livelihood of biologists working in government-run labs. The

~ govemments of many countries needed a method to secure the nuclear as well as chemical and

;. Kwak, §. (2013, January 6). Who gets what: Key points of the NHL's new CBA deal. Sports lllustrated. spontsillustrated,

2 Leonard, D. (2013, March 7). How Disney bought Lucasfilm—and its plans for “Star Wars." Businessweek,

i businessweek.com

. 'Koening. D. (2013, December 12). American Airlines, US Airways merger back on after deal with feds. San Jose
Mercury News. METCUrYnews, Com.

:me, L. A., & Cohen, M. D. (1970). Research reports. Compromise and logroll: Comparing the efficiency of two

gaining p " foral Science, 15(2), 180-183.
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Provided security for the Bovernments involved and gainful employment for 3
scientists, Speciﬁcaﬂy. the Pentagon agreed to establish and build new, secure facilities within Powicicd to ond
Pamzl:;l:?uas % Centonl Reference Laboratory dedicated to the study and protection of power § itask: They assume that their interests are incompatible, that 'mpasse is likely, and that 1ssues

biological materials contained in these labs from criminal or terrorist hands, A Win-win solution 4 i Fixed-Pie Perception
was reached thag j

MosT CQMMQN PlE-EXPANDlNG ERRORS : flowing a negotiation, 17 Most negotiators (68%) perceived the other’s interests to be completely
; ] pposed to their own, However, negotiators shared some interests that could be profitably traded
I 5ff or were completely compatible,
Unfortunately, banishing the fixed-pie perception is difficult. It is not enough to warn
& negotiators of jis existence, '8 Further, it is not enough for negotiators to haye experience,’® I
= is not even enough for negotiators 1o receive feedback about their counterparties’ interests 1o
: eliminate the fixed-pie perception.2? we will talk more about how 1o successfully challenge the
i fixed-pie perception when we examine biases and creativity (Chapter 8).
1 Lack of time and effort do not explain lose-loge outcomes and the fixed-pie perception. The
¢ biggest detriment to the attainment of integrative agreements is the faulty assumptions we make
i about :hc'cuunterpany and the negotiation situation. Rarely are negotiations purely competitive
situations. Rather, most negotiation situations are mixed-motive in nature, meaning that parties’
 interests are imperfectly correlateq with one another. The gains of one party do not represent

If reaching win-win negotiation agreements js the objective of most Degotiators, what prevens A
them from doing s0? Negotiators encounter two key problems, which we describe next,

False Conflict

False conflict, also known as illusory conflict, occurs when people believe that their interests

are incompatible with the other party’s interests when jn fact, they are not, For example, i b
the Cuban Missile Crisis, unbeknownst to the United States, Russia preferred to constrain the }
Cubans from Provocative behavigr and to minimize the contributions of the Chinese—an inter- §
est held by the United States 1! Similarly, in a labor strike at the Dow Chemica] Company, both

union and Management preferred the same wage increase, but neither party realized this fact at §
the time of the strike 12 .

¢ party reaps most of the (riskier) profits in the long term,
Few conflicts are purely win or loge.2! 1p most mixed-motive negotiations, parties realize
that they have two incentives vis-3-vis the other party: cooperation (so that they can reach an
agreement and ayoid Tesorting to their BATNAs) and competition (so that they can claim the
argest slice of the pie), However, what thig analysis misses is the incentive to create value,
negotiators failed to realize compatible issues about 50% of the time and fei] Prey to the lose-lose 4 o hich is the key to win-win "esotiation,
effect about 20% of the time, 14 g
What should negotiators do to avojd lose-lose agreements? First, they should be aware
of the fixed-pie perception and not assyme that their interests are opposed to the other party. &
Second, negotiators should avojd making premature concessions to the other party (i.e., con- §
ceding on issues before even being asked). Third, negotiators should develop an accurate under- 4
standing of the other party’s interests—a skil] we explore shortly. ;

16 0’ Connor, K. M., & Adams, A A. (1999), What novices think about negotiation: A content analysis of scripts,
b Negotiation Joumnal, 15(2), 135-148. )

F . 17 f g TP Y —_—
' Pasternack, A (2013, August 29), Why the U.S. is Building a high-tech bubonic plague lab in Kazakhstan, Popular § ! Thompson & Hastie, “Social perception in negotiation,
Science. popsci.com, : '

8 " ompson, 1. (1991), Informarion <. oo B in negotiation. Journal of Experimental Socig] Psychology, 27(2), 161179,
"' Walton, R E,, & McKersie, R. B. (1965). A behavioral theory of labor relasions. New York: McGraw-Hill, o & Thompson, 1. (1990). An examination of natye ang experienced negotiators, Journg] of Personality and Social
2 Balke, w. M., Hammond, K. R, & Meyer, G. D. (1973), An alternate approach to labor-management relations, & ¢ Poychology, 5o(1), 82-90; Thompson, L. (1990). The infi of experience on fon perf ee. Journal of
Administrative Science Quarterly, 18(3), 311-327, . ¢ Experimental Socia) Fsychology, 26(6), 528-544, .
‘3Thnmpson. L., & Hrebec, D, (1996). Lose-loge grecments in interdependent decisi n making. Psychological Bulletin, : i m'ﬂlompson, L., & DeHarppor, T. (1994). Social Judgment, feedback, and interpersonal learning in negotiation,
120(3), 39 3 P Organizationg] Behavior and Human Decision Processes, 58(3), 327-345.

" Thompson, & Hrebec, “Lose-lose ag ts in interdependent decision making _ "y i ' Deutsch, M. (1973). The resolution of conflics, New Haven, CT: Yale University Press,
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MOST COMMONLY USED WIN-WIN STRATEGIES
The following strategies and techniques are commonly regarded by negotiators to be key i

crafting win-win deals. However, their actual effectiveness is not as potent as the negotiators® :
belief in their effectiveness.

iTaking Extra Time to Negotiate

tra time does not Buarantee that negotiators wil] reach an integrative agreement (most nego-
ors wait until the last few Moments of a negotiation to reach an agreement). Furthermore,
ople tend to work to fill thejr time.”* The same is true for negotiation. For example, we
Fgave some people one hour, others two hours, and st others a week (via e-mail) to complete

i WO-party negotiation exercise, If time really makes a difference in terms of the quality of
; L ; ; S ;ﬁ_ negotiated agreements, then the one-hour group should have inferior aulcm:les in_ terms of
“mm“’"’m ] e
a win-win agreement. 4 among the three groups, which suggest that extra time does not improve the quality o negoti-

Commitment to Reaching a Win-Win Deal

Compromise

Negotiators often mistake win-win negotiations for equal-concession negotiations. Equal cop- 4 EFFECTIVE PIE EXPANDING STRATEGIES
cessions or “splitting the difference” does not really ensure that a win-win negotiation has beey
reached. Compromise pertains to slicing the pie, not expanding the pie, !

Focusing on a Long-Term Relationship

costly trap for Chargify, leading to high operating costs and thousands of freeloadin, customers, : . .
Chargif)’,pa providef]g billing managg:lmef; sufugva.rE, gave away its software to cuﬁtomers that & g canopy, developcr_s negotiated a program to use_the lr.ee"lms calculation for owed Toomey 11.1s[ead
billed less than 50 clients per month, If 3 customer needed to bill more than 50 customers a month, § § Of owed trees. Developers funded the PO ehich the ooy §AYE away troes to residents
Chargify would charge the client 5 monthly fee. Under this model, most of Chargify’s users never _' :

became Paying customers and soon the company was under the threat of bankruptcy. In an effort p
to stop Compromising on the valye they gave to customers and get their company financially back 4

_—
b 2"1\'!l1:4.']1'al!|. LE, Kelly, IR, & Machatka, D, E, (1984). The social psychology of time: Entrainment of behavior in
on track, Chargify began charging all customers monthly fees for use of their software. The mes- 3 :

%  social and organizational settings. Applied Social FPrychology Annual, 5, 21-44,
sage? Don’t give anything away unless you get something in return, 22 Indeed, when both parties i £ Bazerman, M, H., & Neale, M. A. (1982). Improving negotiation effectiveness under final offer arbitration: The role
t0 a negotiation hold highly relational 80als or views of themselves, they are prone to relational i - M:}M'm and mmgg';“"’d of: AP;";;:)PxW& o7(3), 54:548' R e
i 5 LA . alinsky, A., Ku, - & Wang, C. ( - Perspective-taking: ostering soci an lating coordination,
accommodation, a dynamic resulting in suboptimal outcomes This is particularly gmc \\fheréathe roup Processes and Intergroup Relations, 8, 109-125; Galinsky, A. D, Wang. C. S., & Ku, G. (2008) Perspective
organizational context focuses on cgalitarian values, a5 opposed to hierarchical relauunslups‘ behave more stereotypically. Journal of Personality and Social Psychology, 95(2), 404-419

nTmmchei. R., Huffmeier, J,, Loschelder, D, D,, Schwartz, K., & Gollwitzer, P. M. (2011). Perspective taking as a

2 - Mmeans to overcome motivational barriers in negotiations: When putting oneself into the opponent’s shoes helps to walk
Needleman, §, E, & Loten, A, (2012, August 22). When freemium fails. Wall Street Journal, online. wsj.com, | toward agrecments. Journal of Personality and Social Psychology, 101(4), T71-790.
2 Clh'h.m I, R, Elﬂcnbgin, H. A, & Kilduff, G, J, (2009). Getting off on the right foot: Subjective valye Versus economic § 2sRichaﬂ;ls.-r.m, D., H;

ammock, G., Smith, §., Gardner, W., & Signo, M. (1994). Empathy as a cognitive inhibitor of inter-
Personal aggression, Aggressive Behavior, 20(4), 275-289,
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to plant on their private property.?® Perspective-taking abili I
; ! - g ability also enhan i " abili :
claim resources®® and react effectively to the anchor = it e 3

: B ing attempts of the counte; 31
= Perspecr_.we taking is different from empathy. Whereas pective rp::.ny .. 1
ability to consider the world from another’s viewpoj pety taking is a cognitive 4
nect with another person,32

iscover hidden potential, achieve maximum joint &
arly, people who regrel “not following their heart” often give up 3

more resources than do people who regret “not following their head" because they sacrifice for 3

the relationship, 34

Ask Questions About Interests and Priorities

‘le?bgj?j?tl{;r :Im]ld ask the oth;r party any number of questions during the negotiation (see :

e ?wever: of the six types of information listed ig Exhibit 4-1 only two are truly 3

o e}:.es Ls gdesqﬁe 1}1%::011:; to ask in tejrsms of expanding the pie—questions about underlying
suons about priorities, Negotiators who ask the cq i

' ‘ unterparty about -

erences are much more likely to reach Integrative agreements than nego;g;tofs who c::cztgfzi ;

. ; eness under final offer arbitrag;
! Galinsky, A, & Mussweiler, T. (2001). Firsy offers S

::um?f of Personality and Social Psychology, 81(4), 6;?6;05: TR i SRk
GaI‘mSky, A. D, Maddux, W, W., Gilin,

The differentia] effects of perspectiv,

* Gillin, D., Maddux, W

heart: The differential value of Fi o - (20
Psychology Bullerin, 39(1), 3_1£m Pective-taking versus empathy i

35
Bazerman, M. H i iati 7
By iy & ljlealn. M. A (1992), Negotiating rationally. New York: Free Press,
. 'mpson, “Information exchange in negotiation,”
Th npson, “Infi :

hange in negotiation.”

EXHIBIT 4-1

Types of Information in Negotiation and How each Affects Distributive and Integrative Agreements

|
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EXHIBIT 4-2
- Preparation Worksheet

Instructions:.
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Tosue _

| Signing Bopys.

i ;roh}ﬁqe- o

1. .m::hé"iafripﬁ.cdi_uﬁin,idenﬁ,ﬁylthe iSsues tobe n otifted,. . ° ) T
; S R L G B R ' Sl .D¢ negotiated. . . "
2. Then, indicafe your “position” i fhe {0p pact of o iy lying interest’
ge lower part of the triangle in the middle column, AR sad you mderting mmﬁiﬁ;
b:x’it; fnk-order thf issues éufumcs:- toleast important (using, say, 1through 5 in the smg
‘Next, make your:best.assessment of
thedgsmen,, . ., "o oo .
Dadicate your teservation price (and attempt to.assess the roseivaticn price of the
Indicateyous targetpoims, |
Indicate your BATNA ‘(and attempt 1o assess the other party's BATNA),

the other party’s position, interests, and priorities acrossl}

Saurce: Based.on;B_iett.‘.J{_(ZﬂD?]. Negodiating globaily: How to negotiate. deals, resolve

agreement. Ho»_vever. progress in reforming international trad
years due to strict adherence to “the single undertaking” priny

decisions across cultural boundaries (20d edition). Sen Francisco:Jossey-Basy p. 17, 7 ke

e rules was at a standstill for five:
ciple: Nothing can be agreed upon :

Chapter 4 = Win-Win Negotiation: Expanding the Pie

£5s everything is agreed upon by all the members. By unbundling the issues related to trade
Jitation, members were able to reach an agreement in 2013.2

grolling and Value-added Trade-offs

ce negotiators have brainstormed their issues and interests, they can potentially trade off
in a win-win fashion, such that each negotiator is able to make gains on issues they regard
.most important in exchange for making concessions on lesser-valued issues. As a case in
t,-consider a value-added trade-off at a global level between the United States and China
ding scrap metal. Because China is still a developing economy, they don’t throw away
pugh stuff (e.g., old cars, computers, furniture, turbines, you name it) to be self-sufficient. For
: last decade, China has imported more than 70% of the scrap copper it uses. Conversely, the
nited States throws away more scrap metal than it can possibly use and is quickly filling up
ndmines. Thus, the U.S, scrap metal market has become very attractive to the Chinese buyer.
_' sericans care about recycling and preserving resources and their most important interest is
e knowledge that low-grade scrap metal will end up in a landfill if it is not exported. Chinese
sinessman Johnson Zheng of Sunrise Metal Recycling is more than happy to pay $1 per pound
5r something that contains products priced at 60¢—$2.20 per pound in China.’® Thus, the United
s and China are able to reach a win-win deal because one party values the scrap metal more
an the other party.

fake Package Deals, Not Single-Issue Offers

lost negotiators make the mistake of negotiating each issue independently of others. This approach

s a mistake for several reasons: First and foremost, negotiating each issue separately does not
llow negotiators to make trade-offs between issues. To capitalize on different strengths of prefer-
ence, negotiators need to compare and contrast issues and trade them off. Second, it may mean that
passe is more likely, especially if the bargaining zone is narrow and trade-offs are necessary to
‘reach a mutually profitable outcome. Single-issue offers lure negotiators into compromise agree-

-,jmenl.s, which as we have seen, are usually not the best approach for win-win negotiations.

In 2010, a major and potentially crippling strike was neatly avoided between Pratt

“Whitney and its Machinists union by crafting a package deal. The company’s main goal was to

: eliminate 500 jobs, close two plants, and move operations overseas; hardly what union work-

-ers wanted. However, Pratt packaged its key interests (closures and job eliminations) in a deal

. that did not include layoffs, added 75 Jobs at the Middletown assembly plants for workers at the

‘ targeted facilities, provided a generous early-retirement program, set wage increases of 3% in
- the first year along with a $3K signing bonus, and provided job security for workers outside of
- the targeted facilities. In 2013, the company agreed to a $1 billion deal with the Pentagon for a
. fifth series of F-35 fighter jet engines. This package deal created thousands of additional jobs,
~ including jobs in Middletown, CT.5¢ '

*2 Holland, T. (2013, December 12). To boost business, WTO must ditch “all or nothing” approach. South China Morning
Post. semp.com; Walker, A. (2013, December 7). WTO agrees global trade deal worth $1tn. BBC News. bbc.co.uk.

. Minter, A. (2013, August 29), To a Chinese Scrap-Metal Hunter, America’s Trash is Treasure, Bloomberg
Businessweek. businessweek com,

* Pratt & Whitmey Company, Union reach win-win agreement that avoids strike. (2010, December 7). The Hartford
Courant. courant.com; Pratt & Whitney announces $1 billion pentagon deal (2012, May 30). International Association of
machinists and aerospace workers. goiam.org.
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Make Multiple Offers of Equivalent Value Simultaneously j

In some cases, negotiators are disappoin
and seek information are not effective.

Fortunately, the answer is yes. The strategy of making multiple offers of equivalent value |
simultaneously (or MESOs) can be effective even with the most uncooperative of negotia:!
tors.55 The MESO strategy involves presenting the other party with at least two (and preferably @

more) proposals of egual value to onese

in Exhibit 4-3, the Sequim county engineer, Don McInnes responded to the planning director’s §
protests by outlining three different options: (a) widening three roads to a standard 40-foot

width, (b) bringing the roadways up to

major overhaul, and (c) creating a cul-de-sac at two of the roads, %6

The multiple-offer strategy is three

1. Devise multiple-issue offers, as opposed to single-issue offers (to get away from sequen-
tial bargaining, which can lock people into lose-lose outcomes). 3
2. Devise offers that are all of equal value to yourself (leaving yourself many ways to get 4
what you want before making a concession). 3

Chapter 4 » Win-Win Negotiation: Expanding the Pie

b:3. Make all the offers at the same time, This last point is the hardest for most people to do
k. because they negotiate like playing tennis: They make one offer and then wait for the other
party to “return” a single offer; then they make a concession, and so on. In the multiple-
offer strategy, a negotiator presents a “dessert tray” of offers to the other party and invites
a response. Note: The other party should be cautioned that cherry picking (e.g., selecting
the terms from each option that most suit a negotiator) is not permissible. Rather, the offers
are truly package deals.5’

ted and frustrated to find that their attempts to pro\rid'é :
Can negotiators do anything to change the situation?4

If. For example, in the Walmart negotiation discussed § g
Negotiators who make multiple equivalent offers enjoy more profitable negotiated outcomes and
evaluated more favorably by the other party.* Specifically, they are seen by the other side
5 being more flexible, and they are more satisfied at the end of the negotiation. Multiple offers
crease the discovery of integrative solutions.” MESOs also serve as a more “sticky” anchor
an do stand-alone offers in the sense that the counterparty views MESOs to be more coopera-
fitive and legitimate as compared to single-issue or single-package offers.5
Negotiators who make multiple, equivalent offers have an edge in five critical aspects:
gThey can: (a) be more aggressive in terms of anchoring the negotiation favorably, (b) gain better
information about the other party, (c) be more persistent, (d) signal their Erjorities more effec-
tively, and (e) overcome concession aversion on the part of the other side.! However, there are

a higher standard (but not to full standard) through 3 3

fold:

>

EXHIBIT 4-3

Walmart's Construction Plans

that-the Walmart would- create'a traffic

people). The groups ridsed_-t_ao'.thk_e"new: 75,000-square-foot shopping.center complex arg

rgéds,:langl the storm-water runoff (fromall the ‘concrete and pavement) would put toxins in the
city's tivers.and streams; they.argued that the impact could cause anywhere-between a 280%

of the same rqai'd's predicted only a 7% raffic increase. For a while'it appeared-to be a stand
and the"two sides’seemead o be working ‘6ff comptetély different data: Then a breakth

Source: Ross, D. (2003, July 9). Walmart united against county during: hearing. Sequim Gazetts, pp. A1, A5

me important cautionary considerations to keep in mind when making multiple offers.52 As
oted earlier, the negotiator should not allow the counterparty to “cherry pick” the best parts of
| different offers. It is important for negotiators to make assertive offers and not risk giving all the
_gains to the other party.

_r-lE AGGRESSIVE IN ANCHORING Consider how Ken Alex, an attorney at a major inter-

. : : 63
e B T ppie g it ol . ‘i 5 ? 3 4 . = . ) ,'[h : b
_S‘-?Fl_a"am"?ndl;a_ﬁ Trive] _a'f_!d_-‘the commiinity 8roup; Sequim Hrst. t block fho'tity anning'd ‘national law firm, negotiated a business news database.® For the law firm, the database was

i critical and renewal was necessary. Not doing so would mean a lot more research librarian time,
£ and recent staff cutbacks had reduced the number of librarians. The amount the firm paid for the
renewal in the previous year was $52,000. Alex had budgeted $58,000 for this year's renewal.
i Alex’s strategy was 10 use the simultaneous multiple-offer strategy. Because he knew that one
" of the key issues for the database service was the contracted value of the database, he reasoned
¢ that a two-year contract with a major firm would be quite valuable for the database company,
& Morcover, signing up for two years was a low-risk strategy for him because he was confident

that the firm would want the database again next year. Moreover, it also would represent budget

nightmare; causing. “unsafe- driving conditions” ‘on

] %7 Schatzki, M., & Coffey, W. R. (1981). Negotiation: The art of getting whar you want. New York: New American

*¥ Leonardelli, Gu, McRuer, Galinsky, & Medves, “Negotiating with a velvet h 3L jelli, G. 1., Med

/roads, and Walmart would give the city up to $100,001 by o it el A (manuseipt under eview). Builing inerpersonal and cconoric capi

e
by negotiating with multiple equivalent simultancous offers. Under review at Organizational Behavior and Human
Decision Processes.

1 ¥ Hyder, E. B., Prietula, M. J., & Weingart, L. R, (2000). Getting to best: Efficiency versus optimality in negotiation.
& Cognitive Science, 24(2), 169-204.

0 Leonardelli, G. J., Gu, I, McRuer, G., Galinsky, A., & Medvee, V, H. (manuscript under review). egotiating with

5 3 . A
5 Leonardelli, G. 1., G‘_u, J., McRuer, G., Galinsky, A., & Medvec, V. H. (manoscript under review), Negotiating with '3
a velvet hammer: Multiple equivalent simultanevus offers. Organizational Behavior and Human Decision Processes. = &

%6 Ross, D. (2003, July 30), County proposes mall

§ 2 velvet hammer: Multiple equivaleat simul offers. Org ! Behavior and Human Deci

! Medvec, V. H., & Galinsky, A. D, (2005). Purting more on the table: How making multiple offers can increase the
final value of the deal, HBS negotiation newsletter, 8(4), 4-6.

“Brett, J. M. (2014). Negotiating globally: How 1o negotiate deals, resolve disputes, and make decisions across cultural
boundaries (3rd ¢d.). San Francisco, CA: Jossey-Bass.

 Personal communication. (2002, December 4). Names have been altered.

traffic solution. Sequim Gazerre, p. A7.
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certainty for the firm in highly volatile times. Alex made two proposals that he called A and §
B. Proposal A was a 1-year renewal at $45,000; proposal B was a 2-year renewal for $43,000 1
for year 1 and $47,000 for year 2. Ultimately, the database company opted for proposal B, the

2-year renewal.

GAIN BETTER INFORMATION ABOUT THE OTHER PARTY  The multiple-offer strategy is based 4§

on the strategy of inductive reasoning, meaning that a negotiator can deduce what the other

party’s true interests are and where the joint gains are. (We present more about inductive, as wel] -

as deductive reasoning in Chapter 8 in a discussion of advanced negotiations and creativity.) By :

listening to the opponent’s response, the negotiator learns about the other party’s preferences, §
Thus, the negotiator thinks like a “detective” by drawing conclusions based on the counterpar-

ties' responses to the multiple offers,

BE PERSISTENT AND PERSUASIVE REGARDING THE VALUE OF AN OFFER Consider how 3
the multiple-offer strategy helgcd 4 team at a major pharmaceutical firm maintain ground ina §

particularly tense negotiation.

The situation was a divestiture, and we had an issue surface from our side (regarding muchi - #
more inventory than was originally estimated), a significant surprise that appeared as if §
we had provided incorrect information at the due diligence stage. The issue was of a very
significant magnitude relative to the size of the deal (meaning that they would have to pay .

a higher amount in some very significant way).

The pharmaceutical firm proposed five options, all of equivalent value, that involved various

trade-offs between deferred payment terms, cash on close, and not taking some of the inven-
tory, among other options. The team made the five proposals and then held their collective

breath. “We had already had multiday tirades on issues of who owned the pencil sharpeners,
80 we were braced for the worst attacks.” The other team calmly said, “We understand,” and

the very next day selected one of the options. The pharmaceutical team members reflected, “If

we had taken the single-option approach, their obvious position would have been to say ‘That
1s your problem, you misled us...provide us with the excess inventory for free.’” However,

this potential deal killer was avoided and the deal closed much more successfully than ever
anticipated. :

OVERCOME CONCESSION AVERSION When people perceive themselves as having more

choices (as opposed to only one), they may be more likely to comply. When President Barack S
Obama and Russian President Vladimir Putin engaged in a stand-off over the use of chemical 3
weapons by the Syrian government on its own people, both leaders found that conceding to a
common goal was preferable to flexing military muscle. In this way, an agreement was brokered 4

for the Syrian government—an ally of Russia but not of the United States—to dispose of all
chemical weapons stockpiles.5

® Personal communication, (2003, September 14),
[
% Hoffman, E. C. (2013, September 10). Making frencmies with Putin. Reufers, reuters.com.

Chapter 4 » Win-Win Negotiation: Expanding the Pie
cture Contingency Contracts by Capitalizing on Differences

iNegotiators not only have differences in interests and preferences but they also view the
orld djffcrenﬂy.“ A supplier may believe that the sales will be high; the vendor may believe

! é'y will be more modest. Different interpretations of the facis may threaten already tenu-
s relations. Atlempts to persuade the other person may be met with skepticism, hostility,

d an escalating spiral of conflict. Differences in beliefs—or expectations about uncertain
ents—pave the way toward integrative agreements. For example, in the Walmart negotiation
ented in Exhibit 4-3, the parties had widely differing beliefs about the impact the shopping
complex would have on local traffic, with the city estimating a 500% increase in traffic and
Walmart estimating only 7%. Given these differing predictions, it is somewhat ironic to think
they might be leveraged to create a workable solution. In fact, it is differences, rather than

i commonalities, that can be more advantageous in negotiations.” The enlightened negotia-
jor realizes that differences in beliefs, expectations, and tastes can create greater value, Most

ople are uncomfortable when they encounter differences, and, instead of leveraging this

“opportunity, they either downplay their differences or ignore them.

Negotiators can exploit differences to capitalize on integrative agreements in a variety of

A "\.vays.""’3 Consider the following differences and the opportunities they create:

» Differences in the valuation of the negotiation issues
* Differences in expectations of uncertain events

* Differences in risk attitudes

« Differences in time preferences

* Differences in capabilities

DIFFERENCES IN VALUATION Negotiators have different strengths of preference for each
issue. For example, in a negotiation for scarce office Space, one person is more interested in a
large office than a nice view; the other negotiator is more interested in a view than having extra
space. They reach an agreement in which one person gets a large, windowless office and the
other gets a small office with a great view. The strategy of trading off so as to capitalize on dif-

.. ferent strengths of preference is known as logrolling, %

- DIFFERENCES IN EXPECTATIONS Because negotiation often involves uncertainty, negotiators

differ in their forecasts or beliefs about what will happen in the future. Consider the case of a
woman and her brother who inherited a tool store from their father.’® The sister expected the

. profitability of the store to decline steadily; the brother expected the store to succeed. The sister

wanted to sell the store; the brother wanted to keep it. A contingent contract was constructed:

§ The brother agreed to buy his sister’s share of the store over a period of time at a price based on

her bleak assessment of its worth. The sister is guaranteed a certain return; the brother’s return is

. based on the success of the store.

o Ty s

———————

Lax & Sebenius, The manager as
“7Lax & Sebenius, The manager as neg .
®Lax & Scbenius, The as negotiat

* Froman & Cohen, “Compromise and logroll.”

& ™ Personal communication, (1993, April),
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DIFFERENCES IN RISK ATTITUDES In other Situations, negotiators agree on the probabilipy
future events byt feel differently aboyt taking risks.”! For example, two colleagues may unde,
a collaborative Project, such as WIiling a novel for which they both agree that the probabil;j
Success is only moderate, The colleague with an established career can afford to be risk-gee:
the struggling young novelist may be risk-averse. The two may capitalize on thejr differeny

§ ettlement Settlements (Press)

) . i simple handshake or “gentleman’s agreement.” Rather, a PreSS occurs
taking profiles with a contingent contract: The more risk-averse colleague recejves the enf 3 smvolfv;l:wl;;heznuz dertaking full-scale nfgouauuns and is designed to be replaced by a
advance on the book; the risk-seeking colleague receives the majority of the risky profits after fvance o P PreSS Ives only a subset of the 1ssues on which the parties disagree
Publication of the novel. Negotiators Who have 3 gain frame (i, sec the glass as half ful 1 w@a]ag}‘::esmo:; c?ses insEdoo:iesnlv{ng any of the outstanding issues, a PreSS may simply
more likely to logroll or trade off issues in a win-win fashion; conversely, those with 3 loss fr; partial)- f

(i.e., see the glass as haif empty) are more likely to accept a contingent contract, 72 fblish a concrete framework for ﬁna.l negotiations. For example, reaching a workable agree-

o negotiate an interim code of practice deal before the consensus on a final agreement,”’
+ Consider the 1993 Oslo Accords between Israel and Palestine.”® The Oslo Accords sought
! tablish an incremental process of negotiation and reciprocation that would lcaq to wha_t both
’ es termed “final-status” talks. The Parties agreed to wait to resolve the most difficult issues

DIFFERENCES 1y CAPABILITIES People differ not only in their tastes, probability assessmep
and risk preferences; they also differ in their Capabilities, endowments, and skil]s, Consider t
managers who have different resources, capital, and support staff, One Mmanager has strong q
titative skills and access 1o sophisticated technology; the other hag strong marketing and de;
skills, Together, they may combine their differing skillg and expertise in a mutually benefic
Way, such as in the design of a new Product concept. The develo?mcnt of successful rege
collaborations js fostered by differences in skills and preferences,”

 EXHIBIT 4-4 )
i-NO-FlST (Normal Operations with a Financial Strike)

CAUTIONARY NOTE Capi:ah’zing on differences often entails contingency contrg
wherein negotiators make bes based upon different world occurrences, For contingency cg

. ) Vs i 2k . 5 " B o 't‘[en
i ; . IUs suggested .a-unique type of presettlement settlement .(I_’reSS) ina !e_tter writ
a conflict of interest. For example, if a production company, optimistic ahout sales, negotia . ben uggeste que type : _ _

d negotiations reachied impasse, the parties. should:agree to continue normal busmr.sa
contract, Third contingency contracts should be clear, measurable, and readily evaluate)) ut.place'some or all of__ﬂ;ejr revenues and salaries info-an escrow account contrt;r ed
leaving no room for ambiguity Conditions and measurement techniques should pe spelled o ¢ ide entity, By continui_ng opgrat{_on_s bu1 accruing escrow mofr;ey—rjo _r;mda‘;ter tow
in advance 75 Further, a date of time line should be mutually agreed upop, Finally, contingen ) i vantualiy.‘div_idgd_-_—-bgth_ parties will inevitably be better off compared to a typ

: : ; : . : istion: tn thi FIST. ; rior outcome for all concerned
contracts require continyeq interaction among parties. We &0 into more detail aboyt cq B~ aton. In this sense, NOFIST promotes a Pareto-superior i
gency contracts i Chapter 8.

gazine, p. 4.

’ . fon to digital media rights could take a year, NMA Ma
2 Bazerman, M. g, g Gillespie, J. J. (1999), Betting on the future: The virt i A g 4 nes, G. L n to digi ¢
i Review "kl o : , “Pre- ement (PreSS),
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[EXHIBIT 2.5

Making Model of Integrative Negotiation

SO R . Settlernients

. ment when trade-off poten

of Differences

settiament
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 Offers and Trade-Offs

parties should consi
€s, and capab
on issues that are of hj
Party 1o provide. It makes no gense to p
valuable to the other party than what it ¢

De Drey, C. K. W,
dence in

5 Giacomantonio, M.,

. R ?
Journaj, 3(3), 283297 value-behavior corres,

as

portant issues are thejr interests; the
gically distant from one another,
interests, which facilitates integrative
tial resides in these jssyes &3

der several potential trade-offs among valuations, forecasts,
ilities, and eliminate those dominated by other alternatives,
cost for the other

you are offering is more

gh value to one party and of low
ursue a trade-off unless what
03ts you 1o provide.

 Shalvi, S, Sligte, D,

. & Leder, §, (2010). Psychological distance boosts
ultimatum bargaining and ing i i

grative negotiation. Journal of Experimental Social
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Acceptance/Rejection Decision

. i
to re win) agreements; however,
, resulting in money and resources being left on the table. In rez

of_wi‘n'—win negotiation deals involves: perspective taking; asking questions about interests 4
priorities; providing the counterparty with information about your priorities and prefe
(not your BATNAL); unbundling issues; making package deals (not single-issue.offers); n

multiple offers simultaneously; structuring contingency contracts that capitalize on dif’fere'

in negqliamrs‘ beliefs, expectations, and attitudes, and using pre- and Ppostsettlement settlen
strategies. In their attempts to
resources.

_—

& 3
Huber, V. L., & Neale, M. A (1986). Effects of cogniti isti i ormance
. M. A -E gnitive heuristics and goals on negotiator perfi and su
sgsuem goal setting. Organizarional Behavior and Human Decision Processes, 38(3), 342813365. Ly
Top 10 ney

L gotiation stories of 2012, (2012, December 21). Program on Negotiation ar Harvard Law Scho

Part ll: Advanced Negotiation Skill

DEVELOPING A NEGOTIATING
STYLE

In-April:2013, North Korean president Kim Jong-Un threatened nuclear strikes against. the, Unitec
. States, causing an intenationat crisis and speculation about the mental health of this i nexperiences

30-year-aid leader. Some analysts suggested he might suffer fram.a persanality disorder. However
- -other-analysts-argued that Jong-Un's behaviors were compilately rationalin that the'survival of his
¢ dictatorshig depends on maintaining-a-sense of threat from the outside world and empowering his

impoverished-people withimages.of military dominance and nuclearvengeance against the country's
sworn enemies. Psychologists liken Jong-Un to Napoleon, the sélf-crowried Enipetor France whe

plunged Europs into war, and point out that his swaggering; tyrannical Behavior. wauld have beer
regarded as ée_mhletqu‘na'nnal_am@ng’EUerén.mi_Jna._mhs_—-sm‘rI iries ago. As )
Kim Jorig-Un‘made friends in'school:arid i$ by all measures intellige

- studying, fiercely competitive, and can't stand losing: After making t

. Jong-Un strateq

Kim:J iends in'sche
jcally toned down s vitriolin a carsfully orchestrated s

i
i
I
H
i

fow of posturing, '~

highly irrational, but are in fact highly strategic. In this chapter, we consider he
negotiators’ personalities and styles affect negotiation.

Negotiators often choose between one of two completely different negotiati:
styles: being tough or being soft.? The tough negotiator is unflinching, makes hi.
demands, concedes little, holds out until the very end, and often rejects offers that z
within the bargaining zone. In contrast, the soft negotiator typically offers too ma
concessions, reveals his or her reservation point and is so concerned that the other pai
feels good about the negotiation that he or she gives away too much of the bargaini:
zone. About 78% of MBA students describe their style as “cooperative”; 22% descri
themselves as “aggressive.”3 However, neither approach is particularly effective f
expanding the pie. The tough negotiator often walks away from potentially profitat
interactions and gains a reputation for being stubborn. The soft negotiator agrees 1
readily and never reaps much of the bargaining surplus. Moreover, negotiators w]

T he opening example illustrates that negotiators often appear to be unstable a

! Robertson, L. (2013). Sane man, insane bind. Psychology Today, pp. 29-30.
* Bazerman, M. H., & Neale, M. A. (1992). Negotiating rationally. New York: Free Press.

3 Lewicki, R. 1., & Robinson, R. J. (1998). Ethical and unethical bargaining tactics: An empirical study. Jour
of Business Ethics, | 7(6), 665-682,






