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Chapter 1

Getting ready
1 75

In this chapter you will:

# read a dialogue in which two people set up negotiations
# read an article about first moves in negotiations
# write an email to confirm arrangements

# practise vocabulary and expressions from this chapter of
the DVD




A phone call to set up negotiations

Read the dialogue and then complete the memo from Jerry to his
. assistant, Jane Frears.

A:

Hello Maki, Jerry MacKenzie here. I'm calling to let you know that we've
been through your proposal and we're ready to discuss it with you.

. Oh, that's wonderful, Jerry. Why don’t you come to our offices in

Helsinki to work out the details?
That's an excellent idea.

. I'll also arrange for you to meet the development team and I'd like to

personally give you a tour of our production offices.

Sounds very interesting, Maki. However, we do need to reach an
agreement on some important issues raised by your proposal,
particularly about timescales and costs involved. | think we'll need a
good half-day of discussions to sort out these points.

. Sure, | agree completely. Could you come over for two days? Perhaps

next week?
Unfortunately not, but | think we could come for one full day at the end of



next week, Thursday or Friday. We could talk in the morning and have a | ‘

tour in the afternoon. Is that possible for you?
B: Thursday’s difficult for me, but Friday the 11" would be fine. | can also |

have my assistant arrange your accommodation. -
A: Oh, that would be very helpful. Thanks, Maki.

Memo

To: Jane Frears From: Jerry MacKenzie

Re: Negotiations with Maki Asplund  Date:

Duration: Location:

Key points for discussion: Morning agenda:
Afternoon agenda:
Accommodation:
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EXHEFHIETS Jerry 44 f9B1F Jane Frears B &FER,

A. #34F, Maki, %2 Jerry Mackenzie, &irwiE2idsil, KMEE
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Select the correct heading (1 —5) for each of the paragraphs (A — E)
below.

The conventional strategy
Proving the theory
Prepare before you offer
Who goes first?

Why it's better to bid first

o » O N =

The opening offer
A

Someone has to do it. In every negotiation, one of the parties has to o
make the first offer. At the beginning of negotiations, both parties are very
cautious and no one really wants to make the first move. But eventually |
someone will have to put forward a proposal. But who has the advantage?
Is it better to make an opening offer or to wait and see what the other side
puts on the table?

B




T

People often believe that it is better to let the other side make the first
move. This traditional approach goes something like this: If you keep your

. offer secret until the other side has made an offer, there is a chance that the

other side will make a much better offer than the one you had planned. If
this does happen, you can then pretend that their offer is similar to what you
had in mind. On the other hand, if their offer is worse than what you had

expected, then you can start to discuss a better deal.

C

However, research has shown that this traditional negotiation strategy is
all wrong. In fact, those who make opening offers are much more likely to

| get a satisfactory outcome from the negotiations. Why so? Well, this is

because of what psychologists call the “anchoring” effect of opening offers.

. For example, imagine that you are negotiating a raise with your employer,
. and that he or she makes the first move by suggesting a 5% increase. This

figure may not have been what you had wanted originally, but because it

. was the first figure mentioned, it sticks in your mind. The 5% will now be the

“anchor” for the rest of the negotiations. You may manage to raise it a little,
but the final figure will not be very far off 5% . Anchors have a strong effect
on negotiations because they make both parties reassess the value of the
main issues being discussed.



A number of psychological studies have demonstrated the anchoring
effect. One study asked property experts to suggest an appropriate selling
price for a house. Before inspecting the property, they were given a fake
evaluation report by another evaluator. Sometimes the fake evaluation was
much higher than the real value of the house. Sometimes the fake
suggested a much lower figure. In all cases, the fake evaluation influenced
the opinion of the expert. The expert’s evaluation was always very close to
the fake evaluation they had read before seeing the property for themselves.
In other words, the figures in the fake evaluations acted as an anchor to
subsequent evaluations by the experts.

E

The anchor theory suggests that it is to your advantage to make the first
offer in any negotiations. Nevertheless, a few words of warning are
necessary. Never make an opening offer without doing your research first.
You can’'t make a realistic first offer if you lack information about the other
party and what they are likely accept. What if your opening offer is far too

high or far too low? The other party may reject it completely. Then what do

you do?
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