Negotiation VI

Insist on using objective criteria

However well you understand the interests of the other side,

however ingeniously you invent ways of reconciling interests,

however highly you value an ongoing relationship,

you will almost always face the harsh reality of interests that conflict.

You want the rent to be lower
The landlord wants it to be higher

You want the goods delivered tomorrow
The supplier would rather deliver them next week

You prefer the large office with the view
So does your partner

Deciding on the basis of will is costly

No negotiation is likely to be efficient or amicable if you pit your will against theirs, and either you have to back down or they do.

The solution is to negotiate on some basis independent of the will of either side—on the basis of objective criteria.

The case for using objective criteria

[image: image1.jpg]Now suppose the contractor says: “I went along with you
on steel girders for the roof. It's your turn to go along with
me on shallower foundations.” No owner in his right mind
would yield. Rather than horse-trade, you would insist on de-
ciding the issue in terms of objective safety standards. “Look,
maybe I'm wrong. Maybe two feet is enough. What I want are
foundations strong and deep enough to hold up the building
safely. Does the government have standard specifications for
these soil conditions? How deep are the foundations of other
buildings in this area? What is the earthquake risk here?
Where do you suggest we look for standards to resolve this
question?”




Choosing objectives criteria means that: no one back down; no one appeared weak

Developing objectives criteria

1) How do you develop objective criteria and,

2) how do you use them in a negotiating?

Fair standards.

Usually, you will find more than one objective criterion available.

Suppose your car is demolished and you file a claim with an insurance company. You might take into account such measures as the car's value as

a) the original cost less depreciation,

b) what the car could been sold for,

c) the standard blue book value for a car of that year and model,

d) what it would cost to replace that car with a comparable one,

e) what a court might award as the value of the car.

Objective criteria should:

1) be independent of each side's will. 

2) be legitimate and practical.

3) apply to both sides.

Fair procedures

To produce an outcome independent of will, you can use either fair standards for substantive questions, or fair procedures for resolving the conflicting interests.

Consider: two children must divide a piece of cake: one cuts the other chooses.

Neither can complain about an unfair division.

Exercise(deep sea mining rights)

This simple procedure was used in the Law of the Sea negotiations.

At issue: how to allocate mining sites in the deep seabed. Under the agreement half the sites were to be mined by private companies and the other half by the UN.

Since the private mining companies from the rich nations had the technology and the expertise to choose the best sites, the poorer nations feared the less knowledgeable UN would receive a bad bargain.

The solution devised was to agree that a private company seeking to mine the seabed would present the UN with two proposed mining sites. The UN would pick one site for itself and grant the company a licence to mine the other.

Since the company would not know which site it would get, it would have an incentive to make both sites as promising as possible.

Negotiating with objectives criteria

How do you go about discussing objective criteria and procedures with the other side?

There are three basic points to remember:

1. frame each issue as a joint search for objective criteria

2. reason and be open to reason as to which standards are most appropriate and how they should be applied

3. never to pressure, only to principle

1) Frame each issue as a joint search

Ask what's the theory behind their suggestions?

Agree first on principles.

 2) Reason and be open to reason

What makes the negotiation a joint search is that, however much you may have prepared various objective criteria, you come to the table with an open mind.

Insisting that an agreement be based on objective criteria does not mean insisting that it be based solely on the criterion you advance.

If you still don't agree put them to the test, ask a third party.

3) never yield to pressure

Pressure can take many forms: a bribe, a threat, a manipulative apepal to trust, or a simple refusal to budge.

In all these cases, the principles response is the same: invite to state their reasoning, suggest objective criteria you think apply, and refuse to budge except on this basis.

Never yield to pressure, only to principle.

One who insists that negotiation be based on the merits can bring others around to playing that game, since that becomes the only way to advance their substantive interests.

If the other side truly will not budge and will not advance a persuasive basis for their position, then there is no further negotiation.

Let's see an example

[image: image2.jpg]“I's company policy”

Let’s look at a real case where one party used positional bar-
gaining and the other principled negotiation. Tom, one of our
colleagues, had his parked car totally destroyed by a dump
truck. The car was covered by insurance, but the exact amount
Tom could recover remained for him to work out with the
insurance adjuster.

INSURANCE ADJUSTER TOM

We have studied your case and

we have decided the policy ap-

plies. That means you're entitled

to a settlement of $3,300.
1 see. How did you reach that
figure?

That's how much we decided

the car was worth,
1 understand, but what standard
did you use to determino that




[image: image3.jpg]How much are you asking for?

$4,000! That's too much!

OK, I'll offer you $3,500. That's
the highest I can go. Company
policy.

Look, $3,500 is all you'll get.
Take it or leave it.

.
OK, Mr. Griffith, I've got an ad
here in today’s paper offering a
*78 Fiesta for $3,400.

amount? Do you know where I
can buy a comparable car for
that much?

Whatever I'm entitled to under
the policy. I found a second-
hand car just about like it for
$3,850. Adding the sales and
excise tax, it would come to
about $4,000.

I'm not asking for $4,000 or
$3,000 ot $5,000, but for fair
compensation. Do you agree
that it's only fair I get enough
to replace the car?

How does the company figure
that?

$3,500 may be fair. I don't
know. I certainly understand
your position if you're bound
by company policy. But unless
you can state objectively why
that amount is what I'm entitled
to, I think I'll do better in court.
Why don't we study the matter
and talk again? Is Wednesday
at eleven a good time to talk?

.




[image: image4.jpg]49,000, Why?

Let me see...$150.

No.

$125.

I sec. What does it say about
the mileage?

Because mine only had 25,000
miles. How many dollars does
that increase the worth in your
book?

Assuming the $3,400 as one
possible base, that brings the
figure to $3,550. Does the ad
say anything about a radio?

How much extra for that in
your book?

How much for air conditioning?
.

A half-hour later Tom walked out with a check for $4,012.
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