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Chapter 1 Nature of Negotiation

Chapter 1 Nature of Negotiation

Negotiation is a great way for people to reach an agreement that makes everyone
happy or better off. Instead of initiating an argument in which no one is a winner, we’d
like to get what we want through a win-win negotiation. This chapter leads you into the
realm of negotiation to gain a keen insight into the nature of negotiation and the seven
elements underlying it. It then focuses on power involved in negotiation so that we can
take advantage of power to obtain what we want from negotiation.

Learning Objectives

In this chapter, students will learn how to:

€ get a profound understanding of negotiation;

€ understand the seven elements of negotiation;

@ identify various types of power involved in negotiation.
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International Business Negotiation

Part 1 Focusing on Business Knowledge

Case: What’s Samantha Going to Do?

Samantha McCartney is a very busy young lady. Rarely, does she have time for her
school work, chores, or her little sister Krista. Samantha’s parents are getting tired of her
being so busy with all her activities and not spending enough time with the family, doing
chores or her homework. Samantha’s parents threatened to ground her for an entire month
if she didn’t change her ways!

Samantha vowed to her parents, “On Friday, I will not hang out with my friends. I
will complete my homework, chores, and spend time with Krista.”

That Friday, during school, Samantha received a special invitation to Lisa’s slumber
party. The card read:

You are chosen to participate in a night filled with games, treats, movies, and gossip.

“Awesome!” Samantha exclaimed. The coolest girls in her grade would be there and
Samantha HAD to attend. Overwhelmed with excitement, Samantha immediately thanked
Lisa for the invitation and told her she would see her tonight!

But there was one, rather big, problem that she had to fix. Earlier that week, Samantha
told her parents she would stay home on Friday night to spend time with her sister and
complete her chores and homework. Yet, if she did not go to Lisa’s party, her social life
would be over.

What’s Samantha going to do?

Section 1 The Concept of Negotiation

1.1 The World is a Negotiable Place

People negotiate daily and negotiation does not always involve money. Anytime You
Want Something From Someone And Anytime Someone Wants Something From You, You
Are Negotiating. Our spouses, children and friends negotiate with us regularly. For
instance, when your friend wants to borrow a book from you, this is a negotiating
situation, therefore, you have to get a commitment to (negotiate) a return date or else it
may never be returned.

When you negotiate, it is important to think about three things:
(1) First, you need to ask yourself what your alternative is if you don’t negotiate.
(2) Second, you need to think about what you really want out of the negotiation.
(3) Third, you need to think about how the other person sees the situation and why they

may not want to do what you want.

Let’s look at each of these using the short story Friday Night as an example. Samantha

would like to go to the slumber party but what if her parents said no? Let’s first consider
2



Chapter 1 Nature of Negotiation

what the alternative to negotiating would be—what Samantha might do if she didn’t
negotiate. If Samantha decides not to ask her parents to go to the party, she will have to stay
home. That is Samantha’s alternative. Anytime you begin a negotiation, it is important to
think about what your alternative is if you don’t do anything. Sometimes the fact that your
alternative is accepting a bad situation is often a good reason to decide to negotiate.

Second, Samantha needs to think about what exactly she wants. Suppose that she
wants to go to Lisa’s party on Friday night and go with her friends to see a movie on
Saturday night. To Samantha, this would be perfect and that is what she might try to get
her parents to agree to! But she also needs to prioritize what she wants in case her parents
won’t agree to everything she wants. Therefore, she needs to think about whether it is
more important for her to go out on Friday night or Saturday night.

The third step is to try to see the negotiation from her parents’ point of view. Her
parents might tell her they don’t want her to go to the party. If Samantha can understand
their reasons, this may help her figure out how to get her parents’ permission to do what
she wants. So Samantha needs to ask the question: why do my parents want me to stay
home? Maybe her parents don’t know Lisa (the party’s host) or Lisa’s parents and so they
feel uncomfortable having Samantha spend the night at Lisa’s house. In this case,
Samantha can solve the problem by having her parents come over to Lisa’s house before
the party so her parents can meet Lisa’s parents. That would be an easy solution.

Sometimes things aren’t so simple. What if Samantha’s parents don’t want her to go
to the party because they are worried that all her socializing is affecting her ability to
focus on her school work? In this case, Samantha needs to think about what they would
want her to do in order for them not to worry about this and agree to let her go to the party.
This is a “trade.” For example, suppose Samantha came directly home during the school
week to complete her school work and chores but she reserved Friday and Saturday nights
to spend time with her friends. This is a good “trade” because Samantha will get to go to
the party and her parents will know that she is spending enough time on her school work.

Being creative in thinking about what you have to “trade” will help you to get what
you want. The key is that you get something you want and so does the other side. That
way both of you end up happy.

i
i
i
i
i

; Case: So What Happened?

that she wasn’t spending enough time doing her school work and spending time with her

Just in case you are wondering what happened to Samantha, her parents were worried

3



International Business Negotiation

family. She carefully negotiated her case with her parents. Samantha committed to
spending time with her family on Saturday instead of Friday. She completed her chores
and homework before she went to the party. Samantha’s social life was saved and she had

fun spending a lovely evening with the family on Saturday. Both Samantha and her
parents are winners!

Once you think about all of these things, it is time to negotiate! One final piece of
advice: You should practice your negotiation ahead of time with a friend. The negotiation
will go much more smoothly if you do!

1.2 The Concept of Negotiation

Have you ever been in a similar situation as the case mentioned above? I think, you
must have figured out several cases in which you’ve got the same experience as Samantha
has. So do you think only world leaders negotiate? Absolutely not. People all over the
world and of all ages negotiate everyday, sometimes without even realizing it.

The word “negotiation” derives from the Latin infinitive negotiari meaning “to trade
or do business”. This verb itself was derived from another, negare, meaning “to deny” and
a noun, otium, meaning “leisure”. Thus, the ancient Roman business person would “deny
leisure” until the deal had been settled. Negotiation is at the heart of every transaction and
for the most part, it comes down to the interaction between two sides with a common
good (profits) but divergent methods. These methods (the details of the contract)must be
negotiated to the satisfaction of both parties. As we will see, it can be a very trying
process which is rife with confrontation and concession. Whether it’s trade or investment,
one side will always arrive at the negotiation table in a position of greater power. That
power (e. g., the potential for profit) may derive from the extent of the “demand” or from
the ability to “supply”. The purpose of negotiation is to redistribute that potential.

Many negotiators and researchers have been trying to assign a working definition to
the word negotiation. They define the word from different viewpoints and hélp clarify
people’s understanding of the negotiation process. In the following are some examples:

1)

» Negotiation is something you do every day of your life, but may not realize it. And
it’s absolutely critical to career success.
> Negotiation is a discussion intended to produce an agreement; a treating with another
respecting sale or purchase; a transaction of business between nations; the mutual
intercourse of governments by diplomatic agents, in making treaties, composing
4



Chapter 1 Nature of Negotiation

difference, etc.

» Negotiation is an activity that all managers and professionals engage in. It’s
necessary to negotiate at every stage of a project or business transaction, in order to
reach an agreement.

» Negotiation is a basic, generic human activity-a process that is often used in
labor-management relation, in business deals like mergers and sales, in international
affairs, and in our everyday activities.

» Negotiation is an ancient art. It is a form of decision-making where two or more
parties approach a problem or situation wanting to achieve their own objectives,
which may or may not turn out to be the same.

According to Bruce Patton, Deputy Director of the Harvard Negotiation Project,
negotiation can be defined as back-and-forth communication designed to reach an
agreement between two or more parties with some interests that are shared and others
that may conflict or simply be different. As such, negotiation is one of the most basic
forms of interaction, intrinsic to any kind of joint action, as well as to problem solving
and dispute resolution. It can be verbal or nonverbal, explicit or implicit, direct or through
intermediaries, oral or written, face-to-face, ear-to-ear, or by letter or e-mail.

If everyone—an individual or a company—had everything they wanted, there would
be no particular reason to negotiate, bargain, or collaborate in decision making. But in the
real world, we do not have everything; the resources we control or influence do not serve
all of our interests. Unless we can find and reach agreements with parties who can
respond to our interests, our needs will not be satisfied. The negotiations that take place in
our daily life to free hostages, keep peace between nations, or to end a labor strike, etc.
dramatize the need bargaining and its capabilities as a dispute management process. With
the growth of teams and project management, the need to negotiate becomes critical. And
gone are the days when employees blindly do anything the boss orders. If we want to
manage successfully, we’d better have good reasons for what we’re asking, and we’'d
better be persuasive. From Bruce Patton’s viewpoint, the seven elements that follow
contribute to a pleasant negotiation outcome.

Section 2 Seven Elements of Negotiation

2.1 Seven Elements of Negotiation
There is no one right way to organize ideas, but some approaches work better than

5



International Business Negotiation

others for specific purposes. In defining a set of core variables or elements of negotiation
to be of help to a negotiator, a framework should help us define our goals and prepare
effectively to minimize surprises and to identify and take advantage of opportunities. It
should also help us appreciate and wisely evaluate the consequences of available process
choices. It should be simple enough to remember and robust enough to incorporate any
insight or learning we might have about negotiation. And ideally, such a framework
should operate at a basic human level underneath cultural or even gender differences, so
that the same framework can be used in different contexts.

The seven-element framework for understanding and analyzing negotiation, which
was developed at the Harvard Negotiation Project, can meet these criteria. It is an
effective way to define comprehensively the terrain of negotiation that needs to be
understood and managed (whatever procedural tactics or strategies a negotiator might
adopt). ‘

Interests '
Legitimacy
Relationship

Options
Commitments

Communication
1.1 Interests

A party’s basic needs, wants, and motivations are commonly referred to as its
interests. For example, a negotiator seeking to settle a dispute might care about getting
enough money to cover expenses, not setting a bad precedent, and getting the negotiation
over with before leaving for vacation. Interests are the fundamental drivers of negotiation.
People negotiate because they are hoping to satisfy their interests better through an
agreement than they could otherwise. The measure of success in negotiation is how well

»
>
>
»  Aliernatives
>
»
>
2.

your interests are met, which is also the criterion you use to compare and choose among
different possible outcomes.

Interests are nor the same as the positions or demands that people typically stake out
and argue for in negotiation. A position is a proposed outcome that represents merely one
way among many that issues might be resolved and interests met. The notion of interests,
however, encompasses a wide range of possibilities, from substantive goals such as

6




Chapter 1 Nature of Negotiation

money, deadlines, or guarantees to emotional desires such as respect, recognition, feeling
fairly treated, or even seeing another person happy. One can think in terms of levels of
interests, with something like Maslow’s basic human needs at the root of a tree of
interests that may include a wide range of needs and motivations beyond the purely
instrumental.

Between the parties, interests can be shared (neither of us wants to spend too much
time negotiating; both of us want to set a good precedent), differing (I care about net
present value; you care about cash flow), or conflicting (price, credit, ownership, who
gets the corner office). While negotiation is often assumed to be an adversarial battle
focused on conflicting interests, this assumption overlooks the fact that both parties want
to settle the deal and want to be fairly treated.

Therefore, always remember that interests are a part of human nature, not science. It
will take great skill to maneuver around them. Always look forward, not backward when
thinking about the big picture. Don’t stick to your position if necessary, but always stay
true to your interests. Stay focused toward solving problems, for both you and the
prospect. Never act like you are attacking a person, but instead a problem.

2.1.2 Legitimacy

Fairness or legitimacy is one of the most powerful of human motivations, and thus
constitutes a special category of interests. It routinely plays a major role in negotiation,
too often (and unwisely) overlooked. It is not uncommon for negotiations to fail, for
example, not because the option on the table is unacceptable, but because it does not feel
fair to one or both parties. In effect, people pay to avoid accepting a solution that feels
illegitimate. In experiments, for example, one person is told that he or she has $10 to split
with another (unknown) person and that he or she can specify who gets how much but
will only get the money if the other person agrees to accept the split (otherwise neither
person gets any money). Logically, the second person should be willing to accept any
split of the $10, even $9.99 to the splitter and $0.01 for them, but in fact most people
would rather get nothing than approve a split that feels too unfair.

Often this interest in legitimacy and feeling fairly treated is the main driver in a
dispute, though parties with divergent views on what is fair may fail to realize that
beneath their conflicting positions is the same interest. In the Israeli-Palestinian conflict,
for example, the perceived legitimacy of where the border is drawn between Israel and a
Palestinian state is at least as important as how many acres are on each side. In many
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