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This book is about the most important leadership
skill that ever existed: The skill to interact with other
people through negotiation.
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NEGOTIATE YOUR WAY THROUGH
THE COVID19 CRISIS

ight now, more than ever, the art and science of
Rnegotiation is a necessity.

When a crisis emerges, it brings out the best in
people—and the worst in people. This current crisis is
no exception. I have seen people’s selfish hoarding end
in store shelves barren of toilet paper. But I have also

witnessed individuals and companies reaching out to
help others and their communities.

I have read about a big company informing its land-
lord he can’t expect to receive the next month’s rent.
And I’ve seen property owners reaching out to renters,
telling them their next month’s payment is forgiven.

People stop paying what they rightfully owe, con-
tract obligations go unfulfilled, and promises are not
kept. In most cases, it’s not because someone doesn’t
want to keep their end of a bargain. No, it’s because
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they’ve been hit so hard by the pandemic that they
simply can’t meet an obligation.

When we are stressed, we often gravitate toward
“fight-or-flight” behavior. You can see this happen in
many sorts of circumstances, including negotiations.
Despite our stress, we should do all we can to resist that
instinctual response, and look for ways to collaborate
instead. Negotiation experts confirm it: Negotiators
who take a collaborative approach consistently outper-
form those who come to the table with a zero-sum mind-
set.

I have observed attorneys arriving at a crime scene,
waving contract clauses—especially force majeure
clauses—and insisting their client is not responsible for
whatever damage they caused. That may be justified in
some circumstances. But the midst of a crisis is not the
time for legal mumbo-jumbo, waving contracts, or per-
haps even attorneys. We know attorneys and court cases
can be wildly expensive. And, more important, they can
ruin a valuable relationship, with dire consequences in
the months and years ahead.

When this whole mess is over and we restart the
world, we’re going to need every relationship we’ve
cultivated. Ideally, the crisis will have inspired wisdom
and appreciation enough to strengthen our precious re-
lationships. History has taught me that individuals and
organizations who battle through tough times together
often emerge with almost unbreakable bonds of loyalty.

BE AWARE: Even though we may believe we
have conflicting interests with the counterpart, we truly
are all in this together. Be ethical. Be kind. Be safe. And

2


https://www.amazon.com/Negotiation-Genius-Obstacles-Brilliant-Bargaining/dp/0553384112

Negotiate Your Way Through the COVID19 Crisis

approach negotiation as a collaborative process, meant
to foster progress and success for all.

John Donne’s declaration, “No man is an island,”
may be more true at this time than ever before. Alliances
and working relationships are essential elements of our
everyday lives—and they cannot exist, they will never
succeed, in the absence of sound negotiations. Yes, we
are all in this together.

In this book, I will show you how to escape the
zero-sum mentality so that you win, and so does your
negotiating counterpart. It can and must be win-win; no
one loses, because no one has to. 1 will show you how
to dodge angry confrontations and avoid conflicts. My
advice is simple and imminently practical, built on solid
experience over decades of advising and guiding others,
and in my own negotiations. I will introduce you to the
secrets of building overwhelming value for both sides,
through the award-winning concept of NegoEconomics.
This advice and these principles apply to anyone
challenged by the pressures of the current crisis, and
they will apply long after the crisis is over.

Why we negotiate

Though you may not realize it, you negotiate all the
time—but especially when times are tough. This holds
true whether you need to negotiate (or renegotiate) with
your landlord, your bank, an employee, an employer, a
client, a supplie—you name it.
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You might not have looked at it this way, but many
of your daily interactions with others are, in essence,
negotiations. A negotiation could be characterized as a
psychological game between two people or groups. The
factors involved vary from situation to situation, so it is
wisest to be skilled in a number of different negotiating
techniques. This equips you to successfully deal with
whatever situation arises. The person who masters the
art of negotiation is a tremendous asset to himself, and
to any organization to which he belongs. The person
who is unable to negotiate well costs himself, his family,
his organization dearly.

You depend on others

We all depend on others in many of our efforts to
reach our goals, solve our problems and satisfy our
needs. The real-world situations we face are rarely
black-and-white. Others sometimes doubt or argue
about things we believe to be right. Effective
negotiation leads us to sound decisions. Here are some
real-world examples.

Conflicts arise as a crisis evolves. These conflicts
could include:

e Your employer asks you to accept a reduction in
salary

¢ You cannot pay your landlord
e A client can’t pay your invoice

e An airline, hotel or venue will not refund your
deposit or ticket
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e Your company is laying people off

e Health costs are mounting beyond what you can
afford

e Working remotely breeds misunderstandings

e Familiar with face-to-face negotiating, you must
now deal with the special challenges of virtual
negotiation

Pressure creates counterpressure; in a time of lim-
ited resources, a stronger party may become greedy.

The handshake is just the beginning

Remember, a negotiation is not complete with the
signing of a contract. That is just the beginning of the
interaction. A positive working relationship can only be
built if both parties are willing participants, each with
the desire to fulfill their obligations and be answerable
for their actions. The stronger party today may be at his
counterpart’s mercy tomorrow. A party who takes a
thrashing often thirsts for revenge. And when emotions
take over, any negotiation is at dire risk.

Do not let others dictate terms

As mentiond earlier, a negotiation is a
psychological game. To play a game, you need to know
the rules; and in the game of negotiation, you must
understand how we influence one another. You must
learn to decline gracefully, and to test limits without
ruining relations in the process. You must be able to be
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tough but flexible in your stance. You must know when
it is worthwhile to negotiate, and when it is better to
accept a situation as it is.

A negotiator who sends the wrong signals risks
getting the treatment he’s unwittingly asking for. If
you’re perceived to be weak, you’re liable to be
exploited. If your actions and attitude signal that you’re
looking for a fight, there are likely to be unnecessary
obstructions and conflicts. If you’re unwilling to look at
the big picture, you can miss alteratives that could lead
to a bigger cake to share. If you don’t dare open up and
listen, the dialogue may never get moving, and you’ll
never discover the key to resolving a deadlock.

My purpose with this book is you help you navigate
your negotiations in this time of crisis. I hope and pray
it will give you some valuable tools that assist you in
your mission, whatever it may be. I am aware it is far
from a complete discussion of the art and science of
negotiation. My ambition is to bring useful, practical
information quickly to market, to help as effectively as
I can from within my field and expertise.

If you would like more information, you are
welcome to visit our online training site, at
www.smartnership.thinkific.com and
www.keldjensen.com.

You can also find my other books on Amazon.

“Human beings are born solitary, but everywhere
they are in chains—daisy chains—of interactivity. So-
cial actions are makeshift forms, often courageous,
sometimes ridiculous, always strange. And in a way,
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every social action is a negotiation, a compromise be-
tween 'his,’ 'her' or 'their' wish and yours.” — Andy
Warhol
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THREE NEGOTIATION SKILLS TO HELP
JUMPSTART THE ECONOMY
POST-CORONA

e live in an era characterized by jarring mar-

s ;s / ket volatility, single-digit profit margins, va-
porizing trust, and unstable resource alloca-
tion—and a world pandemic bringing the economy to
its knees. In a commercial environment fraught with

such challenges, negotiation skills are indispensable for
putting the economy back on track.

Adam Smith was a Scottish economist, philosopher
and author as well as a moral philosopher, a pioneer of
political economy and a key figure during the Scottish
Enlightenment. He is also known as “The Father of Eco-
nomics” and “The Father of Capitalism.” Smith wrote
two classic works, The Theory of Moral Sentiments and
An Inquiry into the Nature and Causes of the Wealth of
Nations. Adam Smith wrote that in a capitalistic society,
you should do what is good for you and not the group.
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Negotiation skills are the lifeblood of business.
From the decisions made by executives at the top, to
middle-management project leadership, to front-line
employees meeting customer needs, right down to cafe-
teria workers buying vegetables off the farm truck, eve-
ryone uses negotiation skills on a daily basis. People
who are aware they are negotiating, and that they can
get more of what they want by understanding the pro-
cess, can have a greater impact in the economy than
those who are unfocused and directionless.

With this in mind, here are three powerful negotia-
tion techniques anyone can use to contribute positively
to breaking through the recessionary malaise.

1. Break Down the Barriers

Today’s business leaders should view their coun-
terparts as a potential partners — people to cooperate
with in order to achieve mutual gains. A negotiator op-
erates from a much stronger power position when he or
she shares information freely, demonstrates trust in the
bargaining process, and broadens the scope of the dis-
cussion by exploring alternative approaches.

In recent years, we have witnessed high-profile ne-
gotiations over the budget that allows the country to op-
erate, as well as the debt ceiling, all with a predomi-
nantly zero-sum approach. That is, an approach in
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19%

,

42%

which one party wins at the expense of the counter-
part. Over and over again, we have seen progress stifled
until the parties finally broke down the barriers and
opened up communication. How much time and money
will be lost before people realize they realize more value
in any transaction when they shift to a position of open-
ness, honesty and transparency?

The new paradigm for getting business done with
the loyal opposition is to take a chance and boldly re-
vealing some of the cards in your hand, aiming to create
a positive negotiating climate built on cooperation and
trust. Openness begets more openness and provides the
gateway to the added value that would otherwise remain
hidden in the transaction.

When parties begin to work cooperatively, new so-
lutions become evident and alternative ways of resolv-
ing problems reveal themselves. Both sides can then
leave the negotiating table with more than they ex-
pected. It has even been documented that negotiators
who are focused on helping their counterparts may be
smarter than those who aren’t.
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2. Find the Added Value (NegoEconomics),
Then Share It

The focus needs to be on accessing the added value
that is buried in the deal, so both parties to the negotia-
tion can benefit from a “bigger pie.” In an independent
research project, my firm, Center for Negotiation, found
that parties typically leave up to 42 percent of the value
of a transaction untapped because they fail to examine
all the possibilities. If this unexploited value is aggre-
gated across the thousands of commercial transactions
that are conducted every day, it amounts to billions of
dollars that could be infused into the global economy.

Frequently, companies follow set routines without
questioning whether changing a deal’s conditions could
create added value. Negotiating terms of payment is a
perfect example. Most business suppliers are willing to
extend the length of their terms of payment, but they
never fully explore other alternatives relating to how a
supplier is paid. When the culture of a negotiation is
zero-sum, we-win-you-lose, any attempt to go down an-
other path is quickly shut down. Here’s a typical con-
versation:

Supplier: Would you be willing to consider an ad-
vance against the purchase price?

Buyer: No, that’s out of the question.

This is a knee-jerk reaction. Before gathering any
other information, the buyer has slammed the door shut.
The approach needs to be toward more exchange of in-
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formation, more openness to exploring creative solu-
tions, and more give and take in the interpersonal dy-
namic.

The buyer should proactively search for added
value by asking questions such as how big an advance
the supplier is looking for, why does she want to be paid
up front, and what is she willing to give in return. The
supplier should ask questions about the buyer’s re-
sistance to paying the advance and what the cost of do-
ing so would be. It is only with this additional infor-
mation that both parties can create a win-win deal.

In this example, let’s say the supplier finds out that
it would cost the buyer $10,000 for a $100,000 advance.
With this information, the supplier can now make offers
of comparable value in exchange for the advance, such
as early delivery of the shipment, half off the installation
of the equipment, or free service for a year. Since both
parties have different expectations and mindsets regard-
ing which aspects of the deal have the most value, there
is a bigger potential for a “bigger pie” which can then
be shared between the parties.

Leaders who abandon combative negotiation tac-
tics and focus on creating a climate of openness and
transparency will find that they leave the table with a
better result and a greater sense of satisfaction with the
process. Generally, they also come away with a stronger
relationship with their counterpart— which will pay
dividends later.

12
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3. Focus on SMARTnership

g Negotiation
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One against One  Two acting as Two Informed Two acting as One
writh limited Cooperation, Commitment
disclosure and Two working
cooperation seamlessly

It has been proven over and over that the most suc-
cessful negotiation results are achieved by building
partnerships based on optimal levels of trust, coopera-
tion, and shared information. I call these SMARTner-
ships™, With this approach the parties work together in
such a way that the whole is greater than the sum of the
parts, though both parties still retain their autonomy and
the discretion to pursue their individual interests. By
creating SMARTnerships, companies can come out of
tough times with greater resilience and long-standing
working relationships.

Take a look at Apple’s textbook partner, McGraw
Hill. These two parties could have viewed each other as
competitors; with digital publishing the clear wave of
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the future, the entire publishing industry has been turned
on its head. However, McGraw Hill has been a long-
term partner of Apple, and with its newest app — iBooks
2 for the iPad — it doesn’t look like this partnership will
dwindle anytime soon.

The iBooks 2 app allows complete textbooks to be
downloaded on the iPad. These innovative books fea-
ture interactive video, games, music and many features
that enhance the learning experience, and at a better
price point for the student. So far there are only seven
textbooks available on the iPad app, five of which are
from McGraw Hill. There were over 350,000 down-
loads of these books in just the first three days they were
available. By partnering together, these two companies
were able to create new opportunities and unlock the
hidden potential of collaboration.

Some years ago, before the upturn that began in
2017, we were approaching nearly a decade of stagnant
economic conditions. It seemed clear that there will be
no quick fix through bailouts or spending incentives.
There needed to be a cultural shift towards openness and
transparency in the way business was done.

By breaking down barriers, finding and sharing
added value, and focusing on creating partnerships, the
opportunity was there to infuse the economy with bil-
lions of dollars—funds that were hidden beneath reces-
sion-minded thinking and stifled communication. The
NegoEocnomics was there for the taking! Leaders just
needed to use these powerful negotiation techniques and
seize the opportunity to help reinvigorate the economy.

14
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Then, as now, we were moving from the orthodox eco-
nomic system to the behavioral economic system. The
truth is, you should do what’s good for you, but at the
same time do what is good for the group. That’s the only
way we all can win. Adam Smith was wrong!

15
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CONEFLICT AND COMBATIVE
NEGOTIATIONS

among certain individuals and groups, conflict is

dominant. In the midst of a crisis, we find more
combative behavior that in any other situation. The
reason is that we are being put under intense pressure,
and we react through combative behavior.

I n some cultures, in certain lines of business, and

How the Body Reacts to Stress

When your body perceives stress, adrenaline is re-
leased into the blood stream. This is a physical defense
mechanism that increases your preparedness for fight or
flight (combat or concession). The ability of the blood
to coagulate is also increased. While this is occurring,
your intellect is blocked, to a degree. You are no longer
as capable of thinking rationally, and your creative and
critical cerebral functions are blocked. When you can no
longer make rational decisions, you act instinctively.

16
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This is a defense mechanism that you have inherited
from primordial times. You are constructed for survival.

The stress involved inhibits your ability to think
logically. The rational part of the brain was developed
at a later stage than other parts; it provided the ability to
curb instinctive reactions. But menacing circumstances
may still block your rational thought processes.

If you are forced to negotiate under stress, your ef-
fectiveness will be reduced. A certain stress level can be
useful. It gives you energy and increases your ability to
perform. But the threshold between useful and harmful
stress varies from one person to another. Many of the
events that occur in connection with negotiations can
easily generate stress beyond that threshold.

Combat is used as an intentional strategy
when:

When we’re moving toward adverse times and have
a tougher business climate. Profitability is declining,
margins are being reduced, and everybody must ration-
alize. Combative behaviour is intensified because far
too few negotiators are capable of being tough when it
comes to substance, and at the same time able to prevent
this toughness from rubbing off on their behavior. They
slide into classical combat.

Negotiators feel they must live up to the “tough”
approach to negotiations that governs the organization
or the boss. They want to be accepted by his peers. You
come across this tough attitude in industries where there
are many suppliers selling identical products. You also

17
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encounter it in connection with one-off transactions,
and, of course, during any crisis such as the one sur-
rounding COVID19.

The other party wants to win by pressuring you into
making unilateral concessions. In his ideal world, all
gains are made at your expense. He feels you must be
forced to give in when it comes to gains, and you must
undertake all risks and costs.

The other party works toward reaching a quick
agreement by exploiting his advantages. The other side
should be given no time to prepare, consider, explore
alternatives, and catch up with themselves following a
surprising gambit.

A conflict-oriented negotiation is characterized by:

e One-way communication: the conflict-oriented
negotiatior is often verbally driven and clever at
arguing. He works in terms of claims, demands
and threats. He will not or is not able to answer
questions. By answering, he would risk reveal-
ing he is bluffing, or that he is playing a weak
hand. His answers could give his counterpart
valuable information—information that would
upset the division of power in the relationship.

e Deliberate insults: the purpose of throwing in-
sults is to stress the counterpart and throw him
off balance. Many negotiators stressed in this
way choose to make one-sided admissions (to
their detriment) in order to escape the stressful
situation.

18
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Bluffing: the negotiator wants to appear stronger
than he actually is, and lure his counterpart with
attractive promises (which will never be kept).

Dirty tactical moves: attempts to generate uncer-
tainty and stress.

Exaggerated shows of power: again, attempting
to generate uncertainty and stress.

Raised voice: when the negotiator is short on
fact-based arguments.

Threats: once more, the objective is to generate
uncertainty and stress.

Greed: the negotiator does not want to share any
value (or at least no added value that might be
created).

Hidden purpose: the negotiator wants the coun-
terpart to open up, hoping to learn something he
can use to trap the counterpart or back him into
a corner.

Disputes over agreements and force majeure

Disputes over agreements that have been made can
develop into serious conflicts. What are we to do if a
previously friendly and forthcoming counterpart does
not meet his obligations? Suddenly you and the
counterpart have widely different ideas about what was
agreed upon. For example:

19
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Petersen’s Electronics has an insurance policy
which covers damage to its working facilities. One night
a fire starts at the company’s plant, in a room where
plastic packaging and cables are kept. Fortunately, the
fire is discovered by employees working late. They
manage to get the fire under control, keeping it from
spreading to adjacent storage areas. The fire department
arrives and finishes extinguishing the fire.

Next day, the damages are inspected by a fire
engineer from the insurance company. The parties
disagree about whether or not the stored goods were
damaged by the aggressive smoke. There is no visible
damage other than soot on the cardboard boxes
containing the goods. In accordance with regulations
concerning damages, the insurance company intends to
pay only the cost of cleaning the facilities, and re-
packaging the goods whose containers were affected by
smoke or soot. Petersen’s owner claims sensitive
electronic gear (meant for sale) which was also in
adjacent areas, was exposed to the smoke and that the
affected gear would therefore inevitably be damaged by
corrosion—so it must now be discarded and replaced.
The parties disagree as to the degree of risk resulting
from the fire. The insurance company claims that if
sensitive gear stored nearby was was damaged,
Petersen’s shares the blame, since that gear was not
stored in sufficiently protective packaging. They insist
if they are to pay damages, they must also receive the
goods in order to salvage and make use of them.
Petersen’s owner refuses to accept this option, insisting
that it endangers Petersen’s brand.

20
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The parties involve their attorneys in the matter, but
struggle to reach an agreement. In the end they
compromise in order to avoid a lawsuit.

Petersen’s owner draws the following lesson from
the incident: Next time there is a fire, we will not
extinguish it. If the fire results in a total loss, there can
be no discussion about the extent of damage to goods.

Now we have a vicious circle, with insurance
premiums going up at dizzying speed.

Two more provident and forward-looking parties
could have avoided all the conflict if they had taken a
longer perspective in formulating the original
agreement, and had discussed:

e What steps can be taken to limit damage in the
event of a fire? How will such steps affect
insurance premiums?

e What happens with regard to goods stored on the
premises if we suffer fire or water damage? Who
will decide whether affected goods are to be
discarded or salvaged, and how will the decision
be made?

Many disputes that I’ve become involved in as an
advisor could have been avoided or resolved in mutual
understanding, if only the parties had taken the time to
consider possible future scenarios and asked, “If X
happens, what shall we agree should be done?”

21
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Dispute is harmful

A dispute may sometimes result in short-term gains
for one party, but it is often harmful in one or more
ways:

e It damages relationships and trust. The openness
that is necessary for us to find potential added
value does not appear.

e The disputive behavior may not be tolerated, so
that the counterpart breaks off the negotiation.

e The disputing negotiator will end up with a bad
reputation.

e The insults thrown at the counterpart will result
in ill will and block further progress and solu-
tions.

e Pride and prestige (saving face) become factors,
and the counterpart responds in kind. Emotions
take over and the negotiation runs off the rails.

e The disputive negotiator forces the counterpart
into a grudging agreement, which he or she does
not want to (or cannot) honor.

e In short, revenge might seem sweet, but its price
can be exceedingly high.

e Missing the whole picture.

I often have to call conflict negotiators’ attention to
the fact that they are not looking at the whole picture,
and so cannot make a sound assessment as to whether
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they’ve made a good negotiation, or a bad one. They
often find this idea astonishing. As they see it, they have
pushed through a number of one-sided concessions, and
they’re feeling victorious.

A sales negotiation is finalized, with the buyer
saying: “This looks pretty good. It’s an agreement we
ought to be able to live with. I am confident my
colleagues will accept it. You can count on receiving the
formal order on Friday.”

On Friday morning he calls the seller: “The order I
promised you will go to another provider.”

“Why? Did we not agree?”

“Well, yes, in principle, but this morning one of
your competitors called and offered us 60 days’ credit
on the same purchase. The additional 30 days are so
valuable to us that we are unable to decline. However,
if you can also grant us 60 days, [ would rather buy from
you.”

After a short silence, the seller agrees. The buyer is
satisfied—the extra 30 days’ credit is worth $20,000 to
him. It is a concession he obtained without anything
being demanded in return. The buyer’s tactics here are
typical, but was the result actually favorable for him?

If the extended credit increases the interest the
seller will have to pay by $30,000, how does the the
whole deal look now?

Both parties have mutually lost $10,000 as a result
of the changes in their contract.
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I’ve named this aspect of negotiations
NegoEconomics. NegoEconomic factors can be found
throughout any negotiation, from conditions of payment
(for example), to service agreements and warranties. In
many negotiations there are literally hundreds of
variables that could create NegoEconomic value.
NegoEconomics is finding and taking advantage of the
asymetric values between the parties. If one party’s cost
is lower than the counterpart’s gain—we have created
NegoEconomics.

Do not fall into the trap

When the buyer said the 30 extra days credit were
so valuable to his company that they could not decline
the competitor’s offer, the seller should have asked,
“How much are those 30 days worth to you?” If the
buyer’s answer is “Roughly $20,000,” the seller might
go on to say, “Okay—then I would like to make it worth
your while to stay with us by lowering our sale price by
$20,000.” A basic rule is: Make no one-sided
concessions. Therefore, the seller might have
continued: “However, in order to be able to take on that
cost, we would ask that you extend our contract to 18
months, rather than 12. With this quid pro quo, we
should be able to fully recoup our $20,000 concession,
but at no additional cost to you.”

Alternately, when the seller agreed to lower the sale
price by $20,000, the buyer might have said,
“Excellent—we agree on the 60-day credit period.
However, that will leave you with an interest cost that
you had not counted on. How much will that be?” If the
seller were to answer, “About $30,000,” then the buyer
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could continue: “In that case, it would be better for you
to incentivize us by lowering the sale price by $27,000.
From our viewpoint, that would even out the difference
between your offer and your competitor’s, but it would
be less expensive for you.”

Either solution is more advantageous for both seller
and buyer. Everyone wins.

How to deal with a hostile and combative
negotiator

You cannot change other people, but you can adapt
your actions to fit their behavior. If you depend on a
particular counterpart, and must make the most of your
dealings with them, the actions below will help you do
SO.

Demand a new negotiator. Working with a new ne-
gotiator, with more favorable personal chemistry, the
willingness to agree may grow, and a mutually favora-
ble agreement may be reached.

Don’t try to go at it alone. Take a partner along with
you to the negotiation. This gives you moral support and
at least one source of agreement in the room. Your
support person can also gracefully take you out of the
game if the situation becomes too heated.

Demand a set agenda before you meet. This gives
you a picture of the other party’s intentions, who he may
be bringing along, and a stable point of agreement
during the proceedings.

25



Keld Jensen

Be silent. You are not obliged to immediately
respond to or comment upon everything that is said or
done—not even outright lies by your counterpart.
Silence, at least for the moment, may be your best
course. Too-hasty counter-arguments can easily incite
conflict.

Seek to open a dialogue. For example, “You have
made it clear that you think our proposal is bad. How
would you like it to be different?”

Delay. Tire out your counterpart. This may put him
in a more amenable frame of mind.

Play along. If you can reach a friendly agreement,
you may be able to make it seem to the counterpart that
he is the winner. Many negotiators are blinded by results
set down on paper. For example, if they can negotiate a
set of free spare parts, somewhat better payment terms
and a small rebate percentage, they (and their bosses)
are satisfied. Why get into a conflict if it can be avoided
by building a little extra negotiationg room into your
proposal? Take the concessions you might have to make
into consideration, in advance. It might end up being a
simple, bazaar-like negotiation, but does that really
matter if you both are satisfied with the end result?
Building in space for negotiation is not the same as
opening with an asking price you know is too high.

Of course, if you have other options—other
organizations you could be dealing with—then you need
not accept the hostile behavior at all. Just leave the
negotiation and take your business elsewhere.
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You can build in negotiating room by:

Using conditionals. For example, make good use
of the word “if.” For example, “If you are
willing to...then I would be able to...”

Suggesting payment terms, delivery dates, or
other elements you are reasonably sure the
counterpart will want to change.

Offering an alternative technical solution.

Should hostility be met with hostility?

You’ve tried to be flexible and accommodating, but
nothing has helped. Despite all attempts to reach an
agreement, the counterpart will make no concessions.
You depend on his business, and so do not want to
simply walk away, or give in to unreasonable demands.
There may come a point where you have no option but
direct confrontation—meeting hostility with hostility.
Before you act, ask yourself two questions:

Am I strong enough to win? Do I have the re-
sources necessary to pick up the fight and carry
it through? Am I on solid ground legally?

Am I willing to pay the price, if I don’t win?
Some might say, “I’m holding a trump card;
there’s no doubt that I’ll win, so the other party
is going to be the one who pays.” But what if the
other party will not pay?
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The big builder

Mr. Wang, one of my clients, told this story: “I had
not received payment for materials I had sold to a
builder. My delivery had been inspected and accepted,
but no payment had appeared. The amount in question
was a whole million.

“Payment reminders and threats of debt collection
produced no result. I needed the money I was owed—
otherwise I would be unable to pay taxes and fees on
time. Collection via the bailiff was not an alternative; it
would take too long. A journalist assisted me by prom-
ising to publish an article about the builder’s business
ethics, complete with a photo of the man. The headline
was to be, ‘A Problem of Ethics, or Is His Ability
Lacking?’ With this trump card in hand, I contacted the
builder and stated my threat: ‘If I do not get my money,
you can read about yourself in tomorrow’s paper. After
that, supplier credit will be hard to come by.’

He replied almost at once: ‘I regret that you did not
receive your money. We made a mistake, and I would
like to apologize for that. If you come here in half an
hour, I will see to it that there is a check for $1 million
waiting for you. I want to transfer it to you in person,
look you in the eye, and apologize.’

I was happy. I had won. We met, but when the
check was about to be transferred, the builder said to
me, ‘Before handing over the money, [ would like to ask
you something. Did you really think through the
situation? Do you want the one million, or do you want
new orders from us?’ Faced with the threat of no further
business, I withdrew. I agreed to accept $700,000. I left
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$300,000 poorer, but with the promise of a future
contract. I did get a new order from the builder, but its
final invoice was reduced in the same way.”

Predict the counterpart’s next move

Negotiations are similar to the game of chess.
Before making a planned move, you must think through
how the counterpart might respond. If [ were the builder
in the previous example, what would I have done? You
probably realize your only trump card is the threat: “In
that case, I will stop buying from you!”

How can you handle such a threat? Go through
your possible counter-moves and make the right
decision. Not an emotional decision, which you
can so easily fall into when you are poorly pre-
pared. What will you lose if you give in? How
much would you have to increase your sales to
recover the lost revenue? Is this customer really
going to give you his business, as he says he
will? What would you lose if you dropped the
customer? Could you bring in the same revenue
from other buyers, or will you have to tighten
your belt?

In our example above, it would have been better
for Mr. Wang to take the million-dollar check
and stop doing business with that builder—but
he was unprepared, and made an emotional de-
cision that turned out to be a bad one.
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SUMMARY

Characteristics: A strong negotiating position.
Tough argumentation. One-way communication. Tacti-
cal gambits to stress and tire down the other party. One’s
own needs and intentions are kept hidden. Tough fol-
low-up and monitoring of agreements concluded with a
possibility of sanctions in case of any infringement of
the agreement. Can also be the strategy of the weaker
party. Relations ruined.

Intentionally used: To win by beating the other
party and get him to make concessions. In combination
with other strategies, to create insecurity and stress. To
achieve a quick conclusion. When one’s own demands
are of vital importance. To take advantage of the open-
ness of the other party. To counteract combat. To retal-
iate. To live up to the role of the tough one.

Unintentionally used: When the negotiator is inse-
cure, wants to assert himself, wants to protect himself,
to retaliate. When factual arguments are in short supply.

Involves the risk of: Unsatisfactory solutions com-
pared to what cooperation would have yielded. Short-
term solutions, revenge, bad reputation, deadlocks, ru-
ined personal relations.

Can be counteracted by: Remaining silent, stalling,
playing along
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THE CONSTRUCTIVE NEGOTIATOR

ore and more negotiators have discovered
Mthat better cooperation means better solutions

and more sustainable relationships. Enlarge
the cake before dividing it. Look for alternatives that
increase profit and reduce risks. Spend your energy on
creating added value. Often, but not always, you will
succeed. If you can make that cake big enough, a
solution with two winners becomes possible. I call that
SMARTnership.

A cooperative negotiation is characterized by:

e Personal chemistry is working; the parties are
willing to open up, but they are not naive.

e Openness introduces the elements needed for
discovering alternatives and creating added
value.

e The openness is not unlimited—there is still an
element of discretion. Some information may be
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held back, if it would give the counterpart a
trump card he could play when it came time to
divide the cake.

Dialogue. Listen to the your counterpart, even if
you do not share his views. Ask about, rather
than argue against.

You are both honest and treat one another with
respect.

Civility. Demands, feelings and assessments are
presented without threats or insults.

The negotiators have done their homework and
know their stuff.

The negotiators invest their time and energy in
problem solving.

Both parties are seeking long-term, stable and
profitable relationships.

Get your share of the profit

Are our demands to be based exclusively on our

costs, or do we have a right to part of the advantage we
are offering our counterpart? Now and then there are
opportunities to make offers to the counterpart without
any cost to ourselves. Should we give without asking
anything in return?
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I call a hotel to book a conference for Wednesday
and Thursday of week 41. While checking his
availability chart, you hear the hotel representative say,
“Well, yes...week 41...hmm...we’ll have to find a
solution to that...”

“Is there a problem?” you ask.

“Well, we have a large group coming in for a
luncheon meeting on that Thursday, so we are rather
short of rooms. We will solve it somehow, though.”

“Would it be better if we changed to Tuesday and
Wednesday?”

“Oh, yes. It certainly would. That would be a great
help to us.”

“All right. Then I will try to persuade my customer
to change the time. What do you think I should say to
convince them?”

“How about if we provide wine with your meals?”’

Providing wine with meals is not costly for the
hotel, but the guest greatly appreciates it.

It is important to look for and take advantage of
opportunities that may appear. In the case of the hotel,
the guest’s request it is not greedy, it is businesslike. In
other situations, we may offer something without asking
for anything in return; we simply want to help the
counterpart. Maybe we want to strengthen the
relationship; or perhaps we feel pity for them.
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Being businesslike is not always easy. If we give
away too much and too easily, we may be regarded as
naive, and risk being exploited. If we demand too much,
we may be considered greedy, so that people would
rather not associate with us.

Learn to see the whole

Others’ demands may be regarded as costly, risky,
threatening or insulting. You might think you are being
offered far too little. Years of experience have taught me
that if I take my time, keep my feelings in check and
ask, then I may be able to get a good look at the bigger
picture. It’s then that I may discover that what appears
to be a risk might also offer interesting possibilities.

Two parties are discussing a project. They support
and trust one another. They stand to benefit greatly from
one another’s experience. The work efforts they agree
to take on in the project are about equal. However, when
it comes to discussing distribution of the revenue the
project will bring in, one of the parties makes a demand:
they must receive 75% of the gross income, or their
board of directors will not agree to the project.

Handle lowball offers correctly

A normal counter reaction to such a demand might
be: “That is unreasonable. We are both investing the
same amount of time and other resources, so we should
share the income equally.” When you feel you’ve
received a seriously lowball offer, it is easy for emotions
to take over. Hold on—take it easy. Resist the urge to
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immediately counter-argue. Instead, gather more
information.

“How did you arrive at your 75 % figure?”

“We must be able to count on a profit of $500,000.”
“What have you estimated your costs will be?”
“$700,000.”

“All right. If I understand this correctly, you need a
distribution that gives you $500,000 on top of your
$700,000 expenses. That’s $1.2 million. If we can
assure you of that, would we have an agreement?”’

C‘Yes.9’

“Good. Now, how did you calculate that you must
have 75% of the project’s gross?”

“Our board of directors doesn’t believe that we will
sell more than 1,000 of the 2,000 units the project will
produce. The price per unit is $1,600. Selling 1,000
units would result a gross income of $1.6 million. 75%
of that would give us the $1.2 million we need to be able
to agree to the project.”

Your own projections say that at least 1,800 units
will be sold, not 1,000. Now, instead of launching into
a dispute about probable sales, you take time to consider
the situation carefully. You see there is a chance of
bigger gains if things work out well. So your counter-
proposal is this:
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“We will consider taking a greater risk, and letting
you keep 65%—rather than 75% —of the revenue from
the first 1,000 units sold. However, for sales above
1,000 units, we must get 90% of the revenue.”

If this is accepted, you stand to take away as much
as 60% of the cake.

Enlarge the cake before you divide it

You will have a bigger cake to share if you find
alternatives which lower costs and reduce risks, or
which increase profits. This is not magic. Examples
abound in our daily lives. Take these ideas and work out
how to implement them in your own business. You will
be creating added value—another example of
NegoEconomics ( Negotiation Economics).

Example

Traditionally, furniture is produced at a factory,
then shipped—fully assembled—to stores. Customers
visit the store, select the items they want and take them
home or have them delivered. IKEA follows a different
pattern. Its furniture is displayed (fully assembled) in
their big stores. Customers select an item they want, but
what they take home (or have delivered) is different: a
box containing the item’s components, and a booklet of
assembly instructions. The customer assembles his
furniture at home. This greatly lowers IKEA’s
production and storage costs, and they are able to pass
on the savings to their customers in the form of lower
prices.
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An impending strike is avoided

A major company is faced with an impending strike
by its employees. The workers have demanded a pay
raise of 8%, but a previous collective bargaining
agreement does not allow more than a 2% increase. A
suggested compromise increase of 5% is completely
unacceptable to the company. A strike notice is issued.

I am consulted. In order to do anything, I first need
to get a complete picture of the conflict. In
conversations with the parties involved, the following is
revealed:

The employees have been dissatisfied for several
years; this has left its mark on product quality. Expenses
for raw materials and for production machinery have
also risen significantly. Recruitment of new workers is
becoming more difficult. Staff turnover is high. The
company’s nine production workers had originally been
organized into teams of three, but absenteeism has been
steadily increasing and now stands at about 25%. To
deal with this, the company is considering a change of
organization, to four-person teams, one person serving
as a reserve, when one of the others does not come to
work. This would require hiring three additional people,
bringing the production crew to a total of twelve
workers.

Many of the employees sought work with the
company because it allowed them considerable
freedoms. They were not required to start or end work
at specific times. Further, once the production planned
for a day or week was completed, team members were
free to go home.
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A pay raise greater than 2% would force the
company to find an outside provider to take on
production functions. At this point, if the company’s
nine employees want to be better compensated, they
must cooperate with their employer to make the cake
bigger.

The workers cannot directly increase the
company’s income. Expenses for materials and
equipment are fixed, and beyond the workers’ control.
There are other expenses the employees can influence,
however.

There are currently nine employees on the team.
They could suggest the introduction of a bonus system,
in which the employees share in the savings they are
able to create by becoming more efficient in their work.

They nine employees could work out among
themselves how they might manage with only one
reserve worker, rather than the three the company plans
to hire. This would mean two fewer people the company
would have to add, and the savings from that could be
shared between the company and the existing team. To
make this work, the production workers would have to
be willing to cover for one another, if anyone was
absent. This would sometimes mean a longer workday,
but if they could manage it, the company cake would be
considerably larger. This and other steps to increase
their own efficiency could result in pay increases as high
as 15%. Further, as efficiency improved, the team size
could be reduced through natural retirement (with no
new hiring), without reducing production.
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The parties involved agreed to these ideas, and the
proposed changes were implemented. Absenteeism
dropped. Wages grew by 14%. The employees were
given even greater responsibility for planning and
carrying out their work. Turnover reduced. In short,
everybody won.

Conflict or concensus?

Three friends who take yearly vacations together
are planning their trip for the upcoming summer. Steve
wants to go to Florida, but Maria would rather visit
Oregon and John prefers Mexico.

Will they be able to vacation together, or will the
group have to split up for the holiday? Where will they
go? Who will decide, and how? Upset and conflict are
dangerously close.

Dont answer the question

My advice is: instead of arguing, ask questions
instead. Ask what the others feels like doing on their
vacation. Don’t fight about the solution. Base the
progress on the needs. Are they conflicting? Or could
they merge? Perhaps we learn that Maria wants culture,
Steve wants beach and sun and John wants an active
vacation with lots of exercise.

Something positive may result from the
conflict

We should not be afraid of saying things straight
out. We must test old assumptions when real life
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changes the rules. It does not work to hide from change
and continue on as we always have. While this is being
written, the subsidiaries of GM are conferring about
where future production of middle-class vehicles is to
happen. We read in the media read about blackmail,
unrest and labor strikes. Workers viewed their
employers’ move as attacks, and automatically
responded with counter-attacks. The result is that the
cake to be shared becomes smaller.

When the initial shock of a conflict has passed, it
becomes possible to step back and have a look at reality.
The counterpart has laid his cards on the table, stating
what will happen if a solution is not found. The two
parties sit down at the negotiating table. The group that
produces metal body panels accepts the proposition
there be three shifts daily, and that part-time workers
will be taken on. A four-year agreement is signed. The
govenment wakes up and, among other things, sets new
priorities for national infrastructure development.
Maybe their changes will be successful, but maybe they
were too late in coming to their senses.

How three competitors became four winners

A good friend was about to sell his company. When
he received the prospective buyers’ offers, he was
pleasantly surprised. Buyer A offered $14.3 million. B
offered $11.1, million and C offered miserable $8.5
million for the company, whose assessed value is $11
million.

For my good friend, the choice seemed easy: to sell
to A. He would rather not have anything to do with C.
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The offer of $8.5 million was ridiculously low, after all.
However, he was persuaded not to rush into a decision,
but rather to take it easy and sit down with all the
bidders. “Do not argue. Listen and ask. Try to find out
why each wants to buy the company, and what they plan
to do with it.” Now it turned out that:

A was out to get his hands on the well-established
trademarks and brand, but intended to move production
offshore.

B was only really interested in the company’s
advanced equipment, and looking at the possibility of
selling it all off at a handsome profit.

C was planning to start an industrial school in the
company’s building, but had no need of its production
equipment.

In the end, by letting the three buyers purchase only
the portions of the whole package they were really after,
each could be offered a price that was lower than their
original bid. At the same time, the seller collected
considerably more than the $14.4 million A had offered
for the whole package. It was a negotiation that ended
with four winners.

The person avoiding conflict is exploited

If you send the wrong signals, you may find
yourself being exploited. Do not be surprised if your
counterpart takes your whole hand, after you offered
him a finger. We negotiators know how to read one
another. The person who gives in after a protracted
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negotiation is sending a signal that could be summed up
as “I give up.”

No one-sided concessions

Avoid one-sided concessions. When you make a
concession, always demand something in return. For
example, from the scenario above: “Provided that
construction will limit themselves to four new full-time
employees, we can also withdraw our demands.”

The Department of Development has presented its
proposed schedule for a new software product. After a
brief silence, the Marketing Director says, “That will
not work. It’s far too slow. If you cannot speed up
things, we will have to farm out the development to
somebody else.”

“May we have a few minutes’ break to work out
what we might be able to do?”

“Certainly.”

“We’ve reviewed the matter, and worked out a way
to deliver the product in two weeks.”

“That’s still much to slow. You will have to look at
it again.”

SUMMARY

Zero-sum games are used to share the cake we have
negotiated our way to. Cooperation is used to create a
bigger cake to share.
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Pure zero-sum games entail a risk of leading to so-
lutions with a winner and a loser, or two losers.

The choice isn’t between zero-sum games or coop-
eration. The methods must be combined.

In zero-sum games for known stakes, it’s often
more difficult to get more than half the cake than is the
case if the stakes are unknown to the other party.

Zero-sum games feature threats, bluffing, manipu-
lation, power language, unsatisfactory relationships,
and uncertainty in the decision-making phase. Cooper-
ation feature openness, trust, creativity, good relation-
ships, and rational solutions.

From time immemorial man hasn’t been geared to
cooperation. Our congenital urge for survival makes
many of us eager to fight when feeling insecure, men-
aced, or stressed. We obey the law of the jungle.

Many people who do cooperate are much too open
and naive. They think that cooperation entails an equal
split of everything.

Some people ruin the chances of cooperation and
lose all the NegoEconomics by being too greedy.

A business-like division of NegoEconomics makes
demands upon the negotiator. You must master the dif-
ficult art of helping yourself to what’s on the table in a
manner that’s accepted by the other party. You must
know where the borderline runs between a business-like
attitude and usury.
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HOW NEGOECONOMICS IS
GENER ATED

‘ x ’ here should you be looking for the NegoEco-
nomics? Many people think that the most im-
portant reason for cooperation is that the par-

ties share the same values and objectives and agree
about many things. This doesn’t have to be so if you
want to generate NegoEconomics. Instead you can look

for and take advantage of the differences that exist be-
tween the parties.

Expanding the Negotiating Space

“Negotiating space” could be defined as the differ-
ence between the highest price a buyer is willing to pay,
and the lowest price a seller is willing to accept. For a
deal to be struck there must be positive negotiating
space. The buyer must be willing to pay a price that is
higher than the seller’s threshold of pain.

44



Negotiate Your Way Through the COVIDI19 Crisis

Identify the real negotiation space

Buyers max 150.000,-

NBA or budget
The traditional
space

The sales reps limit 120.000,-

The real negotiation space
is very often bigger and consists of the
traditional space plus all the added value.

Ca. 42% remains
unused

If the maximum price a buyer can pay is $150, 000,
and the lowest price the supplier can accept is $120,
000, the difference of $30,000 constitutes the negotiat-
ing space, within which a deal can be struck. However,
the actual negotiating space is normally larger. It con-
sists of the sum of the negotiating space plus the Ne-
goEconomic value that can be created. This additional
value can enable the parties to reach an agreement even
if the highest dollar price the buyer is willing to pay is
below the seller’s lowest acceptable price.

Differences lead to NegoEconomics

You and I are doing a project together. We are go-
ing to dig a ditch. Your digging costs amount to 50 USD
per metre, mine are 30 USD. If I dig the entire ditch,
together we’ll save 20 USD per metre. If I dig the entire
ditch instead of us digging half each, we consequently
save 10 USD per metre.
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In a zero-sum game there’ll be disagreement about
who is going to dig the ditch. In the case of cooperation,
we leave it to the party who can dig at the lowest cost to
do the job. The NegoEconomics generated, we share,
e.g. by letting me have 35 USD per metre.

Don’t think that this simple solution is obvious, and
will always be realized. The typical negotiation is the
Zero-sum game.

A zero-sum negotiation may end by leaving it to the
party with the highest cost to dig the ditch on his own.
By means of threats, harsh arguments, and clever tacti-
cal moves, the negotiator has made the other party un-
dertake all the trouble of digging.

“It doesn’t take long to dig. You won’t have to dig
very deeply. The ditch isn’t all that long, and the soil is
easy to work, as it’s mainly sand. If you want your
money, the ditch must be finished by tomorrow noon!”

In this negotiation openness and trust are in short
supply; they would be required to discover who is in the
best position to undertake the job. In a zero-sum game
much energy is lost in fighting. As long as they think
that their victory at the negotiating table will lead to
good solutions, they’ll continue to fight and do battle.

I am your sub-supplier. In order for your production
to run without disruption, and in order for you to be able
to vary the production pace on a daily basis, 10,000
units of the component that I manufacture need to be in
stock. Traditionally that stock has been kept at the pro-
ducer’s premises, but then they heard about the Japanese
model of “just-in-time-deliveries”. Let’s assume that
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your costs in making storage facilities available are
250,000 USD. If as a supplier I make storage available,
it might only cost me 150,000. By having the articles
stored on the premises of whoever has the lowest stor-
age costs, we generate NegoEconomics that we can
share.

By going through all the costs incurred by the pro-
ject, and by examining, without any bias, what would
happen if you or I or a third party were to be in charge
of the work, and what the alternative solutions might be,
the NegoEconomics can be located.

They should be related to a potentially increased
risk and to other types of cost increases that might arise.

Cooperation requires the parties to be open to each
other, trust each other, and master the art of constructive
two-way communication.

Cooperation requires openness and trust

In utilizing the experience, creativity, and capaci-
ties of both parties in a joint effort to rationalize, syner-
gies will arise. More energy is fed to the negotiation ef-
forts and problem solving. In zero-sum games energy is
consumed through the parties’ attempts at manipulating
each other.

You should review how various technical solutions
will affect the useful life, maintenance costs, flexibility,
residual value, etc. Take, for instance, IKEA. What are
the consequences of their idea of “flat packages”?
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Considerable NegoEconomics

Things start at the design level. The furniture is de-
signed for rational production in low-cost materials. In-
stead of packaging, transporting, and storing air, we
have the flat package. The work involved in assembling
the furniture is left with customer, who doesn’t see it as
an extra cost. The NegoEconomics generated in com-
parison with completely finished and fitted furniture is
considerable.

In a similar way you review all the useful value and
all earnings in the project. You can deposit the money
at a 16% interest rate during the project period, whereas
I only intended leaving it on my current account at 9%.
The NegoEconomics will be considerable if you take a
close look at the yield.

We have a jointly owned summer cottage at a holi-
day resort. In recent years we’ve only spent two weeks
there every year. If we refrain from using it ourselves,
we can instead let it on an annual basis. We discover
that we can get 60,000 USD to share, something which
is probably far more valuable than those four weeks. We
have to halt and reconsider the old solution. Property
ownership generates work and costs. We don’t consider
the property as capital investment, but use the summer
cottage for recreational purposes.

What other alternatives do we have yielding the
same recreational value? We decide that in future we’d
rather rent that own. In this way we’ll gain time and not
have to carry out maintenance work. hat we gain is free-
dom of choice and variation, as we can change our place
of residence each year. We save money as it is cheaper
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to rent than to own. The surplus money enables us to
acquire other useful things through increased consump-
tion in other areas.

We can find a host of business ideas all based on
the principle of “time sharing”. You need computer ca-
pacity every day between 8 am and 7 pm, and I can use
it anytime, day and night, but I also need to have 11
hours of use. We use the same computer, you during the
day, I at night. Here we take advantage of the differ-
ences in needs and times, and can distribute the econo-
mies of scale if the benefit for you exceeds my costs.

I am building you a factory. You wish to move in
as soon as possible. Every week is worth 150,000 USD
to you. Construction work can be accelerated, but that
would cost me 90,000 per week.

The tax planners have found a volume construction
under which a considerable expenditure is more than
offset by tax advantages. This hunt for NegoEconomics
within the tax system doesn’t yield any rationalization
gains or synergies, but makes losers of us all.

We have different expectations of future inflation
rates. You want a fixed price valid for the next two
years. [ don’t want to lose on inflation. You expect costs
to increase by at least 10%. I anticipate 6%. If I don’t
give you a fixed price, you’ll increase my price by 10 %
— to hedge against calculated increases in costs. If | take
this chance and give you a price, I feel well protected if
I add another 7%. My fixed price yields an NegoEco-
nomics of 3% compared to your calculation with a
changeable price.
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I plan to rent A sports venue to show an exhibition
match between the soccer teams Real Madrid and Man-
chester United. I promise to be responsible for the play-
ers’ fees, if A sports venue undertakes to defray the mar-
keting costs and rent. The gross earnings will be divided
between us.

A sports venue can seat an audience of 10,000. We
agree to sell the seats at an average price of 200 USD.
A sports venue promises to accept these terms and de-
mands 65% of the gross earnings.

I carry out a calculation assuming that we’ll be able
to sell 95% of the seats. A sports venue offers me 35%
of the gross = 70 USD per ticket, a total of 665,000
USD. The project isn’t profitable for me. The two teams
demand 850,000 USD between them, plus any earnings
from television-transmissions and publicity. They are
not going to accept any other terms.

I have to make a counterbid. Out of the expected
gross of 9500 times 200 USD, making 1,900,000 USD,
I must get 850,000 USD corresponding to 45%. There
is no way I can go down to my ultimate limit, but I add
another 5% to my room for negotiation and profits, de-
manding 50% of the gross earnings.

A sports venue representative do their sums, and
state that their final offer is 58%. I resignedly state that
my lowest bid is 45%. We are too far apart. None of us
seems to have any gains or marginal amounts to relin-
quish. We agree that it’s too bad that we couldn’t ar-
range the exhibition match.
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In spite of us giving up all profits, the project
doesn’t seem feasible. Real Madrid and Manchester
don’t retreat an inch from their demands. We dare not
raise the ticket price. How can we make the project pay
its way?

I change my negotiation method attempting to get
a dialogue going. I ask A sports venue negotiators how
they have arrived at 58% as their absolute minimum.
They reply: “We must earn at least 750,000 USD.”

I don’t understand their arithmetic. 58% gross on
1,900,000 would give them 1,102,000 USD! Instead of
pointing out their miscalculation, I ask, “How did you
figure that out?”

“We have to be very cautious in connection with all
speculative projects, and we expect to sell about 6500
tickets. 6500 times 200 USD comes to 1,300,000 USD.
58% of that is 754,000 USD.”

Many deadlocked and apparently hopeless situa-
tions can be solved if someone opens op and provides
the negotiations with more information. In my negotia-
tions with A sports venue, I realize that we have pro-
duced two different sets of calculations, each based on
our respective fears and hopes for the project.

When we begin negotiating about percentages we
end in a blind alley with our bids and counterbids. The
amount of USD that my calculations lead to, doesn’t
agree with the amount of USD that A sports venue will
earn according to their percentage. Knowing how the
other party views the project, I can now respond with a
new counteroffer.
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“You’ll have 58% of the gross of the first 6500 tick-
ets we sell, and I'll have 42%. If we sell more than 6500
tickets, you’ll have 25% of the surplus gross, and I’ll
have 75%"”.

I’'m quite sure that we can sell 9500 tickets and ex-
pect this offer to bring me 6500 times 84 USD equalling
546,000 USD plus 3000 times 150 USD equalling
450,000 USD, in all 996,000 USD.

I see an opportunity to execute the project with a
chance of good profits. The gain is big enough for me to
run the risk. A sports venue negotiators can, even with
a very cautious calculation, make the project pay. They
don’t have to run any risk, but get an opportunity to do
a good business deal.

We have different expectations of the project as
well as different attitudes to risk. We might even get the
project to pay off if we had different time aspects. There
is certain to be a period during which A sports venue is
under-utilized, and would therefore be satisfied with
less as an alternative to standing empty.

Exploit the differences

By means of these simple examples, I’ve demon-
strated how we can generate considerable NegoEco-
nomics by exploiting some of the differences that exist
between the parties. We achieve negotiated solutions
with two winners. Nobody has to relinquish their origi-
nal demands. Projects that seemed impossible can be
done after all. I’ve given examples of differences that
usually exist when it comes to:
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Costs and physical preconditions
Useful value and earnings
Useful value exceeds costs
Expectations

Attitude to risk

Time

NegoEconomics is created by means of econ-
omies of scale

Instead of having two sub-suppliers manufacturing
the same unit, the entire production is assigned to one of
them. He aggregates all the costs over double the num-
ber of units, and he can also squeeze his own purchasing
prices as he doubles his orders.

Stocks are kept in one place only, and the size of
the stock can be reduced. Transport costs can be reduced
as can the administrative purchasing costs. We don’t
have to have duplication of development, tools, and
management.

The NegoEconomics generated is related to the in-
creased risk and the intensified future dependence.

The intensified dependence requires a different re-
lationship between buyer and seller. The buyer can no
longer lord it over the others as he could in connection
with the price negotiations of previous years, when he
could play out the sub-suppliers one against the other.
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Short-term profit orientation in which the horizon
is one budgetary period will have to be replaced by a
long-term strategy. This entails the acceptance of a
higher degree of dependence on sub-suppliers, and ac-
ceptance of them getting a share of the NegoEconomics
generated in negotiations.

In the negotiations, the buyer has to be more in-
clined to find and develop the potential NegoEconom-
ics. Instead of holding on to the old solutions by trying
to squeeze the price as much as possible.

The sub-supplier must participate in the uncertain-
ties and risks facing the buyer in the marketplace. He
undergoes hard competition and scrutiny before the co-
operation can begin. The choice of sub-supplier must be
made with uncanny precision, simply because the inter-
dependence between buyer and seller will be intensi-
fied.

This change in purchasing strategy will expose the
buyer with a cultural chock. In theory they have bought
into these theories of NegoEconomics and partnership,
but in a negotiation, and in their behavior they are stuck
in the fierce confrontations of the zero-sum game.

Other negotiators don’t at all buy the advantages of
the theory. They’re convinced that combat provides
them with the best situation. Sooner or later financial
realities will force them to accept partnership as a basis
for business. If not, they will disappear from the market
as a result of having gone bankrupt. That has even hap-
pened to communist regimes.
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You and I are in the same town developing elec-
tronics. We have a vague idea of each other’s busi-
nesses, but we haven’t as yet met. We use the same
bank, and one day a creatively thinking banker intro-
duces us to each other. The personal chemistry clicks
and we agree the following:

Let’s share an office. We’ll get bigger, better, and
more up-to-date, representative premises at lower costs.

We can share a secretary and administrative staff.
We can employ a salesman working for both of us.

Our respective experience seems to supplement
each other, yielding substantial synergies.

The list of advantage associated with economies of
scale is long. However, there are limits to these ad-
vantages; collecting several enterprises under one that
isn’t a panacea that always works. NegoEconomics may
instead turn into increased costs, more red tape and in-
efficiency. This is amply illustrated by our public mo-
nopolies.

Cooperation yields NegoEconomics

If two plus two make more than four, this is known
as synergy. When we’ve begun to cooperate to save
costs and improve the utilization of resources, we dis-
cover that we can supply each other with experience.

Our pooled experience means that we can create
new and better products and systems. I couple my soft-
ware with your pc, we now have a complete system and
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become stronger and more attractive in the market. To-
gether we make the resources grow, and we evolve. If
we had stayed as separate units, we would, in the longer
term, have been ousted from the market.

When misunderstandings are cleared up, Ne-
goEconomics is generated

It’s easy for negotiators to speak at cross-purposes.
They have different positions, different experiences,
and perceive different threats, dangers, and opportuni-
ties. Individual words can be interpreted in completely
different ways.

The supplier asks the customer, “Could you possi-
bly change the time of delivery?” The customer thinks,
“Change the time of delivery? No, that can’t be done.
By preference we’d rather have the delivery moved for-
ward, but that can’t be done, I suppose. Consequently,
he replies, “No way!”

The customer doesn’t realize that the supplier never
told him how he wanted to change the time of delivery.
It could be in either direction. The customer simply as-
sumed that the seller was looking for a postponement of
the delivery. It’s normal for us to expect the worst when
we interpret signals. The seller takes it for granted that
the customer knew that he was talking about shortening
the time of delivery. Anyone sitting next to these two
negotiators listening to them, would easily grasp that
they are at cross-purposes. If the misunderstanding is
cleared up, NegoEconomics can be generated.
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You ask the party across the table, “Would you con-
sider letting us have an advance?” He says no, without
knowing what he’s turning down, because he isn’t used
to advances and sees it as a cost and risk. If instead you
had asked, “If we were to reduce the price a little, would
you consider letting us have an advance?”, you would
reduce the risk of getting an automatic rejection.

Maybe he wants to hear how much you are willing
to come down. If you say, “Let us have a 30% advance
and we’ll reduce the price by 3.4% “, there is less risk
of getting an automatic rejection.

SUMMARY

NegoEconomics is generated by the parties having
different costs and physical conditions.

NegoEconomics is generated when the parties can
justify earnings, freed resources, and useful effects in
different ways.

NegoEconomics is generated when the parties have
different expectations and attitudes to risk.

NegoEconomics is generated when your own costs
for an extra effort is lower than the useful affect accru-
ing to the other party of that same effort.

Synergies constitute NegoEconomics.

NegoEconomics is generated when misunderstand-
ings are cleared up.
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How is the NegoEconomics to be shared?

Cooperation and SMARTnership don’t presuppose
an equal division. As a negotiator it’s your job to ensure
that you get to keep the highest possible share of the Ne-
goEconomics generated, and at the same time you must
keep the other party satisfied:

He must be able to manage and develop his enter-
prise under the conditions achieved in the negotiation.
He should continue to be a good and valuable partner.

Compared to the alternatives available to him, the
outcome should be better than alternative ones; a deal
that he can’t afford to miss; an agreement that he wants
to protect and keep alive.

He must feel that it’s a good deal, and that he has
performed well in negotiation. He must feel that he has
succeeded in his task.

Personal relations must be good. The parties should
trust each other.

Negotiations are decisions without uncertainties.
Your information about the other party’s alternatives
and his assessment of them in the long and short term is
limited. Your information about how the other party
draws the demarcation lines between a brilliant agree-
ment, a good agreement, a reasonable agreement, an
agreement with which he can live, and an unsatisfactory
agreement that he wants to discontinue as quickly as
possible, and an agreement that he’ll reject, is limited.
Sometimes 50/50 is the appropriate division, at other
times it is 30/70 or 90/10.
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In the end phase of the negotiation, when potential
NegoEconomics has been identified and the principles
and solutions of the agreement have been give clear con-
tours, you move to a tougher type of negotiation in
which you test your opposite party. On the basis of the
signals you receive, the division will be determined on
a case by case basis. However, this method has certain
inherent risks. You must be careful not to spoil the rela-
tionship and the negotiation result in the final phase by
embarking on a fight that contains venomous lies and
personal attacks.

Negotiate about the division in advance

A manufacturing company plans to invest in a heat-
recovery plant, but they are uncertain about the condi-
tions under which the investment would be profitable.

The suppliers with whom they have negotiated so
far, dare not venture a binding estimate on future finan-
cial results, but merely refer to operational results from
similar plants. The only guarantee these suppliers are
willing to give, are the normal guarantees against flaws
in the material and errors in manufacture.

The suppliers dare not meet the needs of the cus-
tomer - a guaranteed heat recovery volume - but limit
themselves to selling the machine to be used for recov-
ering heat. They end up in a price negotiation in which
the customer plays off one supplier against the other.

Another supplier is contacted. He guarantees a rate
of heat recovery that means that the investment will
have paid for itself in 30 months. If the customer does
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not achieve this result, the supplier guarantees full fi-
nancial compensation or supplementary components to
the plant until the guaranteed return on investment has
been achieved.

This supplier meets the needs of the customer - a
guaranteed rate of heat recovery - but in return he de-
mands to be in charge of all servicing and maintenance
of the plant for a five year period at a fixed rate, agreed
in advance. Furthermore the supplier demands that if the
plant turns out to be even more profitable than guaran-
teed, the “extra profit” that ensues must be divided on a
50/50 basis between himself and the customer.

Review the negotiating variables

Go through the different negotiating variables:
times, prices, performances, guarantees, payment plans,
hardware, software, etc. Start by making a list of those
variables that might become topical in connection with
the upcoming negotiations. Examine what room for ne-
gotiation you might conceivably have in these fields.
Can you give/take more or less? This provides you with
a picture of the flexibility available to you, and the al-
ternatives you can utilize.

Find out what the consequences will be to you if
you give/get more or less. This will give you an idea of
what points are key for you, and what changes in condi-
tions are less important.

Try to analyse the room for negotiation which the
other party might conceivably have in different fields,
and if has more variables than those you already know
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about. To be able to make this analysis, it’s necessary to
you to enter into negotiations or utilize your contacts to
find answers through informal channels.

Try to obtain information concerning the conse-
quences for the other party of the various changes to
conditions. If you’re successful, you’ll get a good pic-
ture of the variables that can be utilized to create Ne-
goEconomics, and a good idea of the proportion of this
NegoEconomics you’ll have to relinquish.

This picture makes it possible for you to think
through the points in which you can be open, and how
detailed you can be when you explain the possibilities
you see.

You must be open yourself to get more information
from the other party. Without this information it can be
difficult to generate and exploit the available NegoEco-
nomics. Openness generates trust. Don’t be afraid to
open up before the other party does. Demonstrate that
you have the courage to take the first step.

If you negotiate at the level of principles without
revealing what a change in conditions would mean to
you, you’re in a better position prior to the final zero-
sum negotiation. Staying at the level of principles means
that you indicate interest, options, and direction.

“We’ll see what we can do about the delivery time.
We ought to be able to shorten it. Possibly, certain extra
efforts will have to be made, but I suppose it’ll still be
worth your while.”
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At the same time as you indicate that there might
be an opening, you should try to obtain as much infor-
mation back as possible. If the other party tells you of
any room for manoeuver he might have, and of the con-
sequences to him of any change, you have the upper
hand when the NegoEconomics is to be divided.

For a supplier it is usually better to try to obtain an
overall solution and information of the level of costs ac-
ceptable to the buyer. For a buyer it’s normally the best
thing first to try to squeeze the total amount. Try to lo-
cate the potential NegoEconomics, and summarize eve-
rything into the new package whose total price will be
squeezed in a final negotiation round.
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TRUST IS BASIC TO BUSINESS AND LIFE

term relationship, whether you are selling, buy-

ing, resolving conflict, or negotiating solutions.
It 1s difficult to establish an effective business frame-
work if there is no trust between the parties seeking to
work together. Very few people want to do business
with a supplier they cannot trust, even if the supplier of-
fers the lowest prices. Likewise, very few people want
to work with a colleague they cannot rely on.

F I Yrust is absolutely essential in any important long-

Trust is Money

Recently the consulting firm A. T. Kearney, carried
out a study that confirmed the central role of trust in ne-
gotiations. A direct link exists between trust and profit.
The more trust you are able to bring to the table; the
more money you are likely to take away. This means,
provided you continually share information with your
negotiation counterpart in an honest and open manner,
not only will trust increase considerably, but so will the
quality of the agreement—the potential for optimizing
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the result and the financial prospects. The ability to
build solid, trustworthy relationships is increasingly
seen as a vital competitive advantage.

Economists have calculated that physical capital
(infrastructure and the means of production) accounts
for one fourth of our wealth. Human capital (education
level and innovative thought and action) account for an-
other 50%, roughly. Until recently, no one had fielded a
convincing accounting for the remaining 25%.

I find the solution to this question is to be found in
a place where economists rarely look: trust. Scandina-
vian society is remarkable for its high trust level, and
that abundant trust is arguably the basis of the region’s
enviable wealth and happiness. (Denmark, for example,
has been nominated as the world’s happiest nation.) The
smaller you view the risk of being conned by a stranger,
the easier it is to cooperate with a stranger — or an or-
ganization about which you do not have complete infor-
mation.

Numerous studies carried out in Europe and the
United States indicate lack of trust is a direct cause of
unprofitable agreements and the loss of business oppor-
tunities. There are plenty of examples of the difficulties
created when trust and respect are absent from a negoti-
ating environment. Good relationships lay the ground-
work for a profitable future. The more an agreement is
based on trust, the greater the likelihood it will be im-
plemented. Without trust and understanding, the parties
have no more than an empty agreement which may, or
may not translate into a productive business relation-
ship.
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The Trust Factor makes SMARTnership and
Honest Negotiation Possible

The Trust Factor is a cocktail of trust, honesty, co-
operation, and fairness, flavored with good intentions
that your loyal opposition fully benefit from the deal
you are making. When the Trust Factor lies at the foun-

dation of a transaction a SMARTnership is formed and
the NegoEconomic potential in the deal is optimized

This code of conduct is based on a set of values that
determine particular rules of play:

e honesty
e full and fair disclosure
e respect for the dignity of the others

e ecthics and morals

Prerequisites for the Formation of a Cooper-
ative Negotiation Climate

There are a number of basic prerequisites to the for-
mation of a cooperative negotiation climate. The pres-
ence of these elements will ensure the proper environ-
ment for a cooperative negotiation is developed. These
are the factors which enhance the probability the Trust
Factor will be successfully infused into a negotiation:

1. Personal Chemistry

2. Generosity
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3. Creativity

Personal Chemistry

If there is no personal chemistry between the dele-
gates, the Trust Factor will not emerge. Personal chem-
istry is demonstrated through humility, mutual respect,
trust and openness. Though critical, these attributes are
not always sufficient. Enthusiasm and a positive attitude
also play a major role. Deals are made between people.
People require an interpersonal dynamic that facilitates
openness and a free flow of information. If the signals
customarily sent by people who want to establish good
rapport—such as eye contact and inclusive gestures—
are absent, it is almost impossible to build a foundation
for the infusion of the Trust Factor.

A negotiation dynamic is built on trust, coopera-
tion, open and honest communication between the par-
ties, and a willingness to listen to and understand each
other’s needs and requirements. When the negotiator’s
actions are inconsistent with her words, the other party
loses trust and becomes reluctant to continue the bar-
gaining process. Lack of personal charisma and a reluc-
tance to engage socially and emotionally can also create
failures in communication. When opposite these per-
sonality types, delegates will have to work particularly
hard to facilitate constructive dialogue and to build a
foundation for cooperation and trust.

Lack of sympathy, understanding, and respect for
cultural differences can also limit the space for success
in negotiations. For instance, Eastern negotiators may
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assume Western negotiators will be combative and op-
erate primarily using a zero-sum strategy. It is important
Western negotiators dispel this pre-conception, in order
to generate a cooperative environment.

Generosity

In Negotiations, Givers Are Smarter Than Takers

Many people find it difficult to be generous. Their
own assessment of what constitutes fair compensation,
or a fair price is, more often than not, non-negotiable.
They become indignant and are influenced by the clas-
sic who-do-you-think-you-are attitude. If you try to
eliminate your opponent’s ability to turn a profit, you
are cutting off your nose to spite your face. Your coun-
terpart will come to resent you and the organization you
represent. And it’s possible when it comes to future
transactions, he will likely look for another partner.

In a recent New York Times article Mr. Adam
Grants argues that generous people are more intelligent.
Please read the article here: https://www.ny-
times.com/2020/03/27/smarter-living/negotiation-tips-
giver-taker.html?referringSource=articleShare

For example, one of my personal friends and busi-
ness clients, Thomas we’ll call him, is a tough, hard-
nosed negotiator. A few years ago, he was purchasing a
company being sold by a Swede. The negotiations took
place of a period of months through meetings, emails,
and telephone calls. As the months went on, Thomas no-
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ticed that his counterpart was losing focus. He was mak-
ing mental mistakes regarding the details of the deal and
began unconditionally accepting Thomas’s proposals.

While many negotiators would have taken ad-
vantage of the situation, Thomas decided to confront his
counterpart about his behavior. To his amazement, upon
asking he opened up that his wife had been diagnosed
with a malignancy and was receiving treatment. Thomas
could have closed the deal with at an extraordinary dis-
count, but he chose to delay the negotiations. In the end
he signed the agreement for a fair price so that his coun-
terpart still made a profit. Thomas was able to complete
the deal, but he got much more than that. He earned a
lifelong friend and an advocate who would sing his
highest praises to anyone around him.

In today’s world of internet business relationships,
fast-paced deal making, low trust, and single-minded fo-
cus on price, there is nothing more powerful than a dis-
play of generosity. It creates such a strong human emo-
tion. People will quickly trust you and be more willing
to cooperate when they see that you are operating from
a position of the good intentions. They will spread the
word, offer you referrals, and bring repeated business.
As I discuss in my new book The Trust Factor, it creates
an environment for more open, honest, and transparent
negotiations to take place. And the creativity that results
leads to more valuable outcomes.

Nelson Mandela once said, “A good head and a
good heart are always a formidable combination.” My
call to action for you: maintain your generosity through-
out the coming year. Do not let it slip away in the first
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week of January, but seek to incorporate it into your ca-
reer and your daily life. Generosity is not a sign of weak-
ness. It can be one of your greatest strengths if you have
the courage to show it. And by sharing your generosity
with others, you allow the rest of the world to do the
same.

Insist that your Supplier Make a Decent
Profit

The incompetent purchaser says, “If the supplier
has earned money from the deal, we have not done our
job.” The relationship between buyer and seller should
be one of mutual benefit. Neither can succeed without
the efforts of the other. Smart purchasing professionals
recognize this and allow their suppliers to earn money.
Really smart purchasers go one step further and demand
that the supplier make a healthy profit on the transac-
tion.

NegoEconomics requires that you demonstrate
generosity when it is time to share the gains that have
emerged in the course of the negotiation. Such behavior
will enable you to earn Tru$t Currency and ensure the
likelihood of future business with your counterpart.
Keeping your allies alive and financially successful is
just as vital as succeeding yourself. However, such gen-
erosity can be difficult to practice, as the following ex-
ample demonstrates.

Summary:

e Think about and verbalize trust in your negotia-
tions

69



Keld Jensen

e Trust can be quantified and represents a mone-
tary value

e Trust is essential is a collaborative negotiation
and essential creating NegoEconomics
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WHY NEGOTIATORS MUST INSIST
THEIR. OPPONENT MAKES A PROFIT

New York City, when you pull up to a skyscraper

on the corner of 77" Street. You hop out of the car,
tip the driver, and take the elevator up to the 60™ floor
to meet with the head of advertising at one of the most
prominent marketing companies in the world. You are
here to negotiate the pricing on a new multi-million-dol-
lar advertising contract. Your counterpart has a reputa-
tion for being a real hardball negotiator, so your palms
start to sweat before you even enter the room.

Imagine you’re headed down Madison Avenue in

You walk into the corner office, shake hands for the
first time and take a seat across the table. You steady
yourself for battle and are preparing to speak when your
counterpart says this: “Dear X, thank you for coming in
today to discuss the contract. I want to let you know that
I am here today to help you reduce your costs, reduce
your liabilities, and improve your profits. Is that some-
thing that you would be interested in?” You smile and
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skeptically say, “Of course.” He nods his head, smiles
too, and says, “Great! While then, all I ask for in return
is that you help me reduce my costs, reduce my liabili-
ties, and improve my profits. Do we have a deal?”

Every day, millions of commercial transactions fail
to achieve their full potential value because of low trust
and a zero-sum mindset. This is the belief that there can
be only one negotiation winner, and it comes at the ex-
pense of the other person. The goal is to get the oppo-
nent to zero profit, or as close to that as possible. This
mindset is a side effect of thinking that the deal’s value
is a fixed size (no additional value can be created). Or,
thinking that, even if there is potential for added value,
the counterpart will not cooperate in the value creation
process.

Karen Walch, former Professor of International
Business and Negotiation at Thunderbird Global School
of Management supports this idea. Over the course of a
20-year, ongoing study, she has polled students on how
cooperative and trusting they believe they are personally
and asked them to evaluate their counterpart on the same
criteria. What do you think she discovered?

“What we’ve generally found so far is that 40% of
people tend to believe that they are cooperative and
trusting,” says Professor Walch. “Yet, when asked
about the counterpart, people tend to believe that the
other party is just looking to win. It’s this type of men-
tality that causes negotiators to take a defensive strat-
egy, which often leaves a lot of value left on the table.”
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People justify a zero-sum approach by convincing them-
selves that they are the only well-intentioned person at
the table — the other party is just in it to win.

I believe that it is not only in your best interest to
help your loyal opposition make a profit, it is your duty!
From one standpoint, there are only so many organiza-
tions you can hardball before you develop a horrific pro-
fessional reputation, and no one wants to partner with
you. Secondly, even if you do have moderate success
with this tactic, over time you will drive your vendors
into the ground until there is only one survivor left
standing. At that point, they have a monopoly and can
name their price!

A far better idea is to create a relationship with your
counterpart based on cooperation and trust. I call this a
SMARTnership™, and it’s the key to unlocking the full
potential of a deal. Typically, low trust forces negotia-
tions to focus on only one or two variables: price and
quantity. But when both parties operate with honesty
and transparency, it allows them to open a real discus-
sion about shipping, storage costs, installation, warran-
ties, payment terms, quality control, and additional ser-
vices. Many people think that reason for cooperation is
that both parties share the same values. But it’s actually
the differences you should look for and take advantage
of!

For instance, if one party has lower shipping over-
head, it might make sense that they take ownership of
that part of the agreement. And if the other party has
lower storage costs, then maybe that should be their re-
sponsibility. If the deal is optimized so that everyone is
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handling the aspects that they do most effectively and
efficiently, there is more value available to create a deal
that leaves both parties happy. However, this is only
possible when there is a spirit of trust and cooperation.
It sounds simple, but it makes serious demands on ne-
gotiators.

Having studied over 25,000 negotiations, my firm
Center for Negotiation, has found that up to 42% of a
deal’s value goes unutilized in a typical commercial
transaction. This value is just sitting there for the taking!
The key is to realize that it’s up to YOU to create the
right interpersonal dynamic for the deal to grow. See, in
the eyes of your counterpart, you’re not the nervous ne-
gotiator sitting across the table — you’re the hardball ex-
ecutive on the 60™floor that they are unsure whether to
trust. It’s up to you to make the first move! Show them
that you are here to help improve their profits, and watch
as they magically do the same for you.

A recent study shows that a majority of today’s
negotiations are conducted online, instead of in face-
to-face meetings. What are the impacts and conse-
quences?

How Technology Has Changed Our Negoti-
ating Behavior

A recent study conducted by IACCM (International
Association of Contract and Contract Management) and
Mr. Keld Jensen found that most negotiators today con-
duct negotiations predominantly via email. At the same

74



Negotiate Your Way Through the COVID19 Crisis

time, an overwhelming majority of these same negotia-
tors believe that face-to-face meetings yield the best re-
sults!

Clay tablets, dating from around 2,000 BC, feature
ancient contracts for the exchange of goods. So, we can
conclude that humans have been conducting negotia-
tions and even creating contracts for quite some time.

However, we could also conclude that we have
changed and developed the way we negotiate and con-
tract more in the last twenty years than in the previous
two millennia!

Still, continual efforts to drive down costs and in-
crease efficiency have also meant more travel-budget
cuts—so we tend to meet in person less and less fre-
quently. Time is money, and technology offers rather
inexpensive options.

What is the impact of this enormous increase of
online and email negotiations?

One key factor to examine in answering that ques-
tion is frust. In order for negotiating parties to generate
the greatest value and the best possible deals, the ele-
ment of trust is crucial. Unfortunately, without any prior
in-person, face-to-face meeting, it is rather difficult to
establish genuine trust through an email thread, phone
call, or even a virtual meeting. Physical presence plays
an enormous part in building trust; direct observation
and interchange, handshakes, eye contact, the nuances
of body language.
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Written communication is so much more difficult,
colder and less personal than verbal communication.
Think about how often you have received an email that
was either confusing or made you annoyed or perhaps
even angry—when causing such reactions were never
the sender’s purpose or intention.

Email negotiations can be successful...

In our study we were surprised to learn that email
tops virtual meetings, video calls and even phone calls
as a negotiating medium. Email seems to be the pre-
ferred, “go-to” negotiating method in today’s world, de-
spite 95% of the responders’ assertion that face-to-face
meetings generate the very best results.

So you see, it’s not all bad. We can actually create
good value through email negotiations. Still, in order to
do so, we have to work harder and invest more time.

...but it’s tougher than when you’re face to face

What are the characteristics of negotiating by email
that make it more difficult and less effective?

Email fails to fully or adequately communicate
emotions and feelings. It utterly omits the nuances of
voice tone and the highly important element of body
language. You may be surprised to learn that as much as
93% of our communication is non-verbal — a combina-
tion of body language, tone of voice, all in addition to
the words themselves.

It’s also been observed that we tend to negatively
interpret an email’s content. That is, we naturally (and
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unconsciously) assume an email’s message to be more
negative than if the same words were exchanged in a
phone call or face-to-face meeting.

Building successful relationships

Dr. Daniel Kahneman, winner of the Nobel Prize in
Economics, has stated that all humans are irrational, and
that we would rather do business with someone we like,
even when their offer is less competitive than one from
a person we don’t like.

Looking at the upsides of email negotiation

Only conducting negotiation via email is not rec-
ommendable. Combining email with online video calls,
face2face meetings can further the relationship and
shortcut the creation of trust.

One benefit of including email is obviously that you
have the chance of evaluating your reply — a option you
may not have in a face2face or video meeting. Taking
the time to properly reply to a suggestion can be worth
millions.

Many negotiations contain a number of compli-
cated components that easily can create information
overload. This is easier to deal with via email negotia-
tion than in the face2face negotiation.

Lies, bluff and threats

Studies confirm that the further we’re removed
from a negotiating counterpart, the more likely we are
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to lie, bluff or attempt to cheat. So we’re simply more
likely to lie (and be lied to) in an email negotiation then
one carried out face-to-face. Again, the email format
blocks our ability to read body language; and, knowing
our counterpart can’t read our non-verbal signals either
increases our willingness to take the risk of trying to
“get away with something” ourselves.

Avoiding argumentation

As in any negotiation, when negotiating via email,
you must avoid arguments. Argumentation is a loser’s
game, one that serves no other purpose than defending
your position. It in no way creates value for you or for
your counterpart.

Summary

e Email is not the preferred vehicle for negotia-
tions. Always seek to establish face-to-face
meetings or at least video calls.

e Email negotiations are not all bad. Use them
when appropriate, but be aware of their limita-
tions.

e Don’t argue via email.

e Remember, we tend to lie and bluff more in
emails than in face-to-face encounters.

e We can easily be misunderstood in any form of
written communication, so take great care to be
clear, and be alert for signs you haven’t been un-
derstood correctly.
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e Know when to negotiate via phone, via video
call, face-to-face or via email.
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R ENEGOTIATION OF RENTAL
AGREEMENTS

Tips for landlord and tenant

I : veryone in the market right now is having a hard

time. Suppliers, manufacturers, distributors, ten-

ants and landlords. In many situations, tenants
lack revenue and suffer from lack of liquidity. Landlord
lacks revenue after several tenants have stopped rent
payment. All parties are struggling to fulfill their finan-
cial obligations.

Although the government has promised aid to many
companies, this is limited and in most cases limited to
financial compensation to maintain jobs, more than en-
suring liquidity in companies. In many countries, emer-
gency law has been introduced where it is not possible
for a landlord to put rents on the streets, which does not,
however, remove tenants' responsibility to pay their
rent, which is why tenants can only watch while their
debt grows and grows.
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Landlord assistance is limited. Maybe they can get
help from their bank, maybe not. The longer this situa-
tion lasts, the more pressure the landlord will naturally
be.

From a legal perspective, there is now written ma-
terial far and wide about force majeure. Frustration on
both sides of the table is naturally growing, with the fi-
nal step of involving legal assistance. I do not think
there is a simple answer to whether such a clause in a
lease can be applied. And by the way, I do not mean that
we are in a situation where you have to look at the con-
tract at all. We have risen above the use of ordinary law,
and the parties should instead, in mutual interest, try to
negotiate.

Let me say right away that [ don't mean that you can
just stop paying rent. Not from an ethical and moral
point of view. Pacta healthy servanda agreements to be
observed already found their basis in the Roman Em-
pire. I think it is highly critical that large organizations
not try to remove a liquidity problem by publicly an-
nouncing that they have no intention of paying rent for
their leases. Confidence breeds back pressure and one
day the opportunity for revenge will arise.

Crises tend to bring out the best and worst in peo-
ple. I have, for example, also seen mention of situations
where the landlord has proactively notified its tenants
that they will not have to pay rent in the next months. I
have talked to a landlord who just recorded this behavior
and said, “Of course, we do this to help our tenants as
we know they suffer, but also for selfish reasons. We do
not want to be the reason why they go bankrupt. Then

81



Keld Jensen

we need to spend time, energy and resources on finding
new tenants when the COVIDI19 crisis is over, and who
knows if there will be tenants at that time?”” A sensible
point of view, I thought.

So what do we do?

In the first place, put the contract and the lawyer in
the drawer and focus on a dialogue. Try to see the situ-
ation from the opposite party’s point of view, and start
talking together. Human to human. Tenant must under-
stand that landlord has financial obligations, and land-
lord must understand that tenant certainly does not have
liquidity.

Focus on NegoEconomics (Negotiation Econom-
ics)

NegoEconomics is the asymmetric value between
two parties, described as the difference between the cost
for one and gain for the other. Simple example. The
party to a trade that carries the lowest interest rate
should finance the trade, with the differences shared be-
tween the parties.

Look at variables other than the rent. Are there
other parameters that can be drawn into the dialogue? A
longer rental period? Refund of parts of the deposit? In
other words, tenant benefits that cost less for tenants, but
provide greater gain for the landlord.

Be transparent. Inform the other party of the actual
situation. Don't be "proud." The vast majority are in ag-
ony right now. Share your balance sheet, profits and
losses, agreements with the bank, etc.
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Pay attention to maintaining your relationship.
Hopefully, cooperation can continue long after this cri-
sis. It certainly should. Loyalty tends to increase consid-
erably when two parties have been through a crisis to-
gether and landed on their feet.

A renter may consider paying part of the rent due,
rather than paying nothing. If something is paid, it at
least fosters some confidence.

What is the alternative?

Both parties need to look at the NBA (Next Best
Alternative). Is there any alternative at all? We can all
quickly agree that court proceedings and attorneys are
not free. So what is the walk- away scenario, and what
is the best possible deal?

A landlord should ask the following questions:
What impact does this crisis have on your business?

Is the company still operating from home, or is it
completely closed?

What percentage of normal revenue has been lost?

How quickly can business be restored when the cri-
sis is over?

Is the business still open?
A tenant should ask these questions:

Who is the landlord—is it a private person, a small
business or a large organization?
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What other properties does the owner rent, and how
much of their rental income comes from you?

What loan and interest rates are relevant to the
property?

Is the landlord dependent on this rental income?
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HOW TO BECOME A BETTER
NEGOTIATOR

aking a poor proposal can be compared to
mis-driving a nail into the wall. It can be done
just with one blow, but it takes time to pull

the nail out again, and it cannot be done without leaving
a mark where the nail was.

Examples and experiences in this book show that
negotiation is a psychological game with high stakes —
a game we humans play with (or against) one another.
Sometimes we play with opponents we know, and
sometimes with strangers. But, do you know yourself?
Do you know what affects you in different ways, and
how you can influence your opponent by varying your
behaviour?

If you want to be better at negotiating, you have to
start by confronting yourself. Dare to stare your own
faults and skills right in the eyes. You can never change
your opponents; they are who they are. It is your own
behavior you have to get to know, develop and change.
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If you are sympathetic and adjust your behavior to the
situation and the opponent, you will experience pro-
gress.

Even though every negotiation is unique and calls
for its own solutions, there is a lot you can learn from
other people, trades and situations. Compare and dare to
question what you do. Discussions are not dangerous.
Discussions are there so we can get to know one another
better, gain respect for one another and get new infor-
mation on the table. As a skilled negotiator, you know
it becomes much easier to reach an agreement if you can
create added values, and then negotiate the distribution
of these added values—even if the negotiation amounts
to nothing more than a zero-sum game.

I have described a number of negotiation tools.
Some are honest, others are questionable. If you try to
make negotiation into a game, where you continually try
to shine by being superior to your counterpart, then I
have failed in getting my message across. If you think
that negotiations must be won through ruthless battle
tactics and clever methods, then again we have failed.
On the other hand, if you choose not to use more nego-
tiation strength then is called for to achieve your goals,
and you manage to land a deal that results in two satis-
fied parties, then we have succeeded.

You must learn to use the tools. You then sharpen
your skill by negotiating a /ot and gaining experience.
Our examples show that we can learn a great deal from
the negotiations in which we all participate every day.
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I wish you the very best of luck in your negotiations
and in creating NegoEconomics using the SMARTner-
ship concept.

If you have comments on this book, or would like
to make contributions to future editions, you are very
welcome to contact me at keld@keldjensen.com.
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