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Mastering the art of negotiation is an essential step toward protecting your com-
pany’s interests. Unfortunately, our culture sometimes teaches that it is rude or
overbearing to ask for what you want or to walk away if you can’t get what you
need. This session will teach participants the key elements of a successful negotia-
tion, including establishing your starting, fallback, and “walkaway” positions.

> Teaches you how to select and prepare your negotiation team.
> Shows you when and how to make appropriate concessions.

> Demonstrates how personality traits can be used to your advantage.
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2. Counter-tactic:
a. Assess credibility of the perceived threat
b. Higher authority tactic for delay
c. And always remember

C. Good Guy/Bad Guy

1. One party is such a jerk that he makes dealing with the other party seem
pleasant

2. The “Good Guy” tries to be your friend
3. The two collaborate to wrest concessions from you
4. Counter-tactic:
a. Recognize tactic by name
b. Use time if you have the time advantage
c. Tactic will wear out over time
D. Hardball

1. Other party goes right for the throat with an unreasonable demand and real or
implied threat

2. Counter-tactic:
a. Proper opening ceremonies will blunt this attack
b. Disciplining approach
c. Question to identify real issues
d. Assess credibility of threat—call bluff

E. Turning an Attack with a Question

1. How is it that we have come to this point?

2. Why do you feel this way?

3. Is there a better time to conduct this negotiation?

4. Why would we accept that offer?
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F. Nibbling

1.

Takes advantage of the psychological relief many feel when a tough decision is
made

Party appears to give us major concessions then skewers you with the details
Use when the other party accepts your first offer

Counter-tactic:

a. Never celebrate early

b. Never leave the bargaining table until all details are worked out

c. Never make a unilateral concession

d. Remember: no detail is unimportant

G. Chicken Plucking

1.

The other party leverages you into a series of escalating commitments without
even offering a reciprocal commitment

Counter-tactic:

a. Refuse to provide commitments without any commitment from the other
party

b. Why don’t you make me an offer?

H. Red Herring or Decoy

1.

2.

One party focuses almost exclusively on a relatively minor issue when may have
emotional significance

The goal is to distract you from other key issues, wear you down, and trick you
into a concession pattern

Counter-tactics:
a. Skillful use of pre-agreed agenda may inoculate

b. Set the issue aside if possible

)
=
x
(0]
=3
)
T
2
H

Cc. Use higher authority counter

d. Call the other party on the tactic

13



I. Trial Balloon

1. One party to the negotiation poses a hypothetical question to probe for “needs”

VS

. “positions”

2. Counter-tactic:

a.

b.

C.

An effective and ethical tactic which is generally encouraged
Answer with your own balloon

Never commit to a “trial balloon”

J. Higher Authority

1. In the midst of negotiation, one party claims to lack the authority to give further
concessions

2. Authority must often be obtained form some amorphous “committee”

3. Counter-tactics:

a.

e.

f.

Do your homework so this doesn’t happen
Establish authority at beginning of meeting
Appeal to ego

Re-cast the meeting as “preliminary negotiation”
Ask to meet with the appropriate level authority

Seek commitment to a “contingent close”

K. Outrageous Behavior

1. A tactic intended to knock you off guard through its shock value

2. Counter-tactic:

a.

b.

Ignore the behavior if tactic is blatant

Initiate disciplining

XX. Frequent Errors in Negotiating

A. Concentrating on positions instead of needs ("The Orange Example”)

B. Finish the Job!
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XXI. Case Studies
A. The Last Minute Renewal
B. The Ancient Claim

C. Broker Fee for Extra Project
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Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentionally left
blank. If you print this file, we suggest that you set your printer to duplex.
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Negoliating for Fun
and Proiit

Dan McGarvey
Marsh

IRMI Conference - 2006 1

Negotiation: A Critical
Skill for Today’s Risk

Manager...

* Placement challenges

® Claims settlement

®* RM service providers

® Internal resource allocation
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Your Presenter
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“The diapers we receive
in childhood represent
the first and only time we
get exactly what we want
just by hollering for it”

Mackay
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Why Are
We Poor
Negotiators?

e Cultural

e Fear
* No Training

Oh - And Lack of
Any Preparation for
Most Negotiations
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Negotiation:

The art of sitting down with
another party to jointly work
toward a mutually satisfactory
outcome...

Sounds easy enough!

Negotiating is Not
Nuclear Physics!

There are many great resource
guides to the art of negotiating
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Why Study Negotiation?
(Common Opinions)

o Isn’t it an ingrained skill
which can’t be taught?

» I don’t have to negotiate in
my job

» I’d rather chew nails
than have to negotiate

 I’'m too honest to be a good
negotiator

9

Those who aren’t aware of this are doomed to
suffer the death of a thousand cuts!
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“The world is one big
negotiating table”

Frank Acuff

o

Good Negotiating Requires
Us To Regress a Bit

(Some more than others)




Why Are Children Such
Expert Negotiators?

» Not shy about expressing needs

* Know that “no” often means “maybe”
* Not burdened by time constraints

* Not easily intimidated

» Can’t be distracted

) * Read people better than adults

" They are incredibly persistent!

Negotiation Styles

Accomimodation ¢

TN 4

Confrontation

23
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Negotiation Styles

Haloralion!

But it requires planning... 15

Does it surprise you that

collaborative negotiation

is the most difficult and
requires the greatest

degree of preparation?
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Secrets of successful
Collaborative negotiation

“If you don’t know
where you’re going,
you may end up
someplace else”

Yogi Berra
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Proper Planning Will...

Let you conclude what you want
Make your negotiations more efficient
Inoculate you against common tactics
Help you devise an effective strategy
Ensure you tie up loose ends

©

SR NN

Steps in the Negotiation
Process

20
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Planning Your Negotiation

» Establish negotiation objectives
* Prioritize these objectives

» Frame in terms of “needs”

» Conduct preliminary research

* Build a negotiating strategy

» Establish fallback positions

21

The Most Frequent Error
in Negotiating

Concentrating on positions
instead of needs

(“The Orange Example”)

22
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Selecting
Your Team

alasY

Developing Fair Standards:

* Should be independent of each side’s will
* Recognized as legitimate and practical
* Must apply equally to both sides
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Establishing Fallback Positions

» Develop tiers of acceptable outcomes
» Ensure your team is in agreement

* Know your BATNA

* Know at what point you must walk

Rehearsing Your Negotiation

 Clearly define team roles

e Ensure everyone understands the issues
* Role play and use a “Devil’s Advocate”
» Agree on “signals”

 Discuss anticipated problems

» Look for creative solutions ” -

o

“Don’t expect to play
better than you practice” (? '

[",
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Setting the Agenda

* An excellent opportunity to gain
control of a negotiating session

* Develop an agenda which addresses
concerns of both parties

» Contact other party for input
* Distribute prior to the meeting

* A powerful way to ward off
several common negotiating
tactics

The Negotiating Setting:

 Easier to walk out of their office

* Higher authority delay also more useful
 Easier to control pressure in yours
 Offering to go to theirs shows good faith
» Neutral setting best for tough sessions
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The Opening Ceremonies

e Introduce participants

*Secure commitment to collaborative
negotiation

» Establish agreement on objectives

* Build rapport and comfort level

*And. ..

29

Make it a Habit to Always
Agree on Common
Ground First
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Why Keep Initial
Demands High:

» You will make an impression

« Why give up power before
you must?

» Will make any better deal
look good

» Allow the other party to come
with a “win”

* Reduces potential for “buyer’s
remorse”

=
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Responding to an offer:

32

You Must Master
“The Wince”

33
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Too Cool to
“Wince”?

(This could be costly)

And Always Reject

thg First Offer

Otherwise, neither party
will leave satisfied
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Managing a Concession
Pattern

* Know what you can’t concede

* Have at least three concessions in hand
* Never start with a large concession

» Manage expectations carefully

* No concession is painless!

* Don’t make the first concession

 Tie every concession to reciprocation

» Always know your walk-away position

36

Every Concession
Should Shout

A. This is a very meaningful concession
B. There may not be many more
C. Certainly not without reciprocation!

Remember the
Plumber
Principle

37
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Listening With Your Eyes
and Your Ears

» In general, the party which speaks
most during a negotiation ends up
with the short end of the stick

» Well prepared questions can help
you get to the heart of the matter

* Body language can speak volumes

38

“Judge a man by
his questions, not
by his answers”

Voltaire

39
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The Fine
Art of
“Probing”

The Principle
of “Golden Silence”

Your secret negotiating weapon!
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Always Volunteer to
Write Up the Agreement!

Q Mne

.

Negotiating With the Four
Personality Types
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Negotiating With the Analytical
Personality Type

 Stay formal and professional
* Don’t rush or pressure
* Provide data and details

44

Negotiating With the Driver
Personality Type

* Identify their real issue
> Be firm but don’t challenge
* Let them feel the win .

39
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Negotiating With the Expressive
Personality Type

%
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-

* Be enthusiastic and animated
* Focus on the big picture
e This will make him a hero!

46

Negotiating With the Amiable
Personality Type

* Relationship first
* Be relaxed and informal
* Provide security and assurance

47
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What About My Fatal Weakness?

Know when to make a decision!

Be patient! Time is an ally!

Don’t get your ego involved!

It’s O.K. not to make the other
party happy! N

When the Other Party
Insists on Going Negative

(You may have him right where
you want him) .

41
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“When arguing with a fool,
check frequently to ensure
he is not similarly occupied”

Abraham Lincoln

50

Keep Your Own
Emotions in Check
at All Cost!

N\ &2 /§%\

Disciplining involves the use of a series of

maneuvers designed to return the negotiation
to a collaborative effort when one party

becomes confrontational

51
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Examples of “Disciplining”:

» Seek commitment to common purpose
» Express awareness of behavior
* Address other team’s leader

* Question desirability of this tactic in light
of pre-agreed ground rules

e Take a break

52

Rule #1: Always Be
Pr'eJ)ared to Walk

Decide in haste...
Repent at leisure.

Corollary: Never Want
Anything Too Much!

53
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Damage Control

* Avoid making rash statements

* Reestablish contact rapidly
e ° Leave “face-saving”options open
e “Just isn’t our time and place”
» Consider mediation as an option

55
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Why Study Negotiating Tactics?

* Recognize them at work on you
* May be employed ethically
* Not a quiver of arrows

“A tactic exposed is no

longer a tactic”
Herb Cohen 56

Negotiating Tactics 101

Tactic: Delay
» Useful when other party knows you have a deadline
 Useful when other party knows you have many duties
* “I’ve got nothing but time”
« Effective against “drivers”

Counter-tactics:

* Set deadlines
* Reward speed with concession
* Counter-delay if you have this option

57
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Negotiating Tactics 101

Tactic: Qutrageous Behavior

* A tactic intended to knock you off guard
through its shock value

Counter-tactics:

* Ignore the behavior if tactic is blatant
* Initiate disciplining
* Report to supervisor
* Call for a break

58

Negotiating Tactics 101

Tactic: Speed/Pressure

 Other party creates an artificial deadline or imaginary
counter-party to create pressure

Tav

- - -

Counter-tactics:

* Assess credibility of the perceived threat
* Higher authority tactic for delay
* And always remember...

59
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Agree in haste...
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Repent at leisure

60

Negotiating Tactics 101

Tactic: Good Guy/Bad Guy

* One party is such a jerk that he makes dealing with

the other party seem pleasant
* The “Good Guy” tries to be your friend
* The two collaborate to wrest concessions from you

 Carter-Reagan example

Counter-tactics:

* Recognize tactic by name
 Use time if you have the time advantage

« Tactic will wear out over time v

-
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Negotiating Tactics 101

Tactic: Hardball

* Other party goes right for the throat with an
unreasonable demand, personal attack or a
real or implied threat

Counter-tactics:

* Proper opening ceremonies will blunt this attack
* Disciplining approach

* Question to identify real issues

* Assess credibility of threat - (call bluff)

Turning an Attack
With a Question:

» How is it that we have come to this point?
 Why do you feel this way?

* Is there a better time to get together?

* Why would we accept that offer?

- 4
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Negotiating Tactics 101

Tactic: Nibbling

» Takes advantage of the psychological relief
many feel when a tough decision is made

* Party appears to give up major concessions then
skewers you with the details

* Use when the other party accepts your first offer

Counter-tactics:

* Never celebrate early

* Never leave the bargaining table until
all details are worked out

* Never make a unilateral concession

* Remember: no detail is unimportant

>

¥ . £
Ty v

A
£
V¥

N

Negotiating Tactics 101

Tactic: Chicken-Plucking

 The other party leverages you into a series of
escalating commitments without ever offering a
reciprocal commitment

Counter-tactics: —— —

* Refuse to provide commitments without any
commitment from the other party
* Why don’t you make me an offer?

65
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Negotiating Tactics 101

Tactic: Red Herring or Decoy

* One party focuses almost exclusively on a relatively
minor issue which may have emotional significance

* The goal is to distract you from other key issues, wear
you down, and trick you into a concession pattern

Counter-tactics:

* Skillful use of pre-agreed agenda may inoculate
* Set the issue aside if possible

* Use higher authority counter yw\
-_ XA

* Call the other party on the tactic % 7&/
66

Negotiating Tactics 101

Tactic: Trial Balloon

* One party to the negotiation poses a hypothetical
question to probe for “needs” vs. “positions”

Counter-tactics:

* An effective and ethical tactic which
is generally encouraged
* Answer with your own balloon

* Never commit to a “trial balloon”
* Answer a question with a question

50




Negotiating Tactics 101

Tactic: Higher Authority

* In the midst of negotiation, one party claims to lack
the authority to give further concessions

* Authority must often be obtained from
some amorphous “committee”

Counter-tactics:
* Do your homework so this doesn’t happen
 Establish authority at beginning of meeting
* Appeal to ego
» Ask to meet with the appropriate level authority
* Re-cast the meeting as “preliminary negotiation”
* Seek commitment to a “contingent close”

68

Negotiating Tactics 101

Tactic: The Ambush

* The other party catches you completely unprepared
and attempts to conduct a negotiation

Counter-tactics:

* Higher authority delay
* Discipline

69
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Other Interesting Tactics

o The “Puppy-Tug”
 The “Take-Back”

e The “Fait-Accompli”
» “Little leads to Big”

Case Study

52




In Summary:

Anticipate
Prepare
Practice

Empathize

Recognize

Walk

72
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But experience is the best teacher!
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