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The Universality of Negotiations 
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Want to Pay a Lower Price?  Try Asking 

!  Bargaining and negotiation are a 
large part of life; it pays to learn 
to do them better  

!     Consumer Reports, May 2009: 
! 66% had tried to negotiate discounts in 
the previous six months 
! Of these hagglers: 

" 83% succeeded in getting lower hotel 
rates 
" 81% got better deals on clothing and 
cell phone services 
" 71% negotiated cheaper electronics 
and furniture 
" 62% lowered their credit-card fees 

! Deal with the decision maker. 
! What’s the worst that can happen? 

 

Knowing Cost, the Customer Sets the Price 

The Impact of Starting Salary 

!  For a new employee, negotiating a higher salary 
offer of $5,000 could make a huge difference over 
the course of a career.  A 25-year-old employee 
who enters the job market at $55,000 will earn 
about $634,000 more over the course of a career 
(assuming annual 5% raises) than an employee who 
starts out at $50,000. 

!  What is now the the average time with an 
employer? 
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Gender Differences in Negotiating 

Key Negotiations Terms and Concepts 

!  Anchors 
!  Base and Case Data 
!  BATNA (Best Alternative To a Negotiated Agreement 
!  Conflict Styles 
!  Creating and Claiming Value 
!  Distributive and Integrative Bargaining 
!  Efficient Frontier 
!  Emotional Intelligence 
!  Framing 
!  Issues 

Key Negotiations Terms and Concepts (Cont.) 

!  Leverage 
!  MPP: Maximum Plausible Position 
!  Prisoner’s Dilemma 
!  Reciprocity 
!  Reservation Price  
!  Rights 
!  Shadow of the Future 
!  Standards 
!  Tit-for-Tat 
!  Zone of Agreement 
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Conflict over Stakes 

High Low 

Importance of 
Future 
Relationship 

High I. BALANCED CONCERNS 
 

II. RELATIONSHIPS 
 

Low III. TRANSACTIONS 
 

IV. TACIT COORDINATION 
 

Identifying the Nature of the Negotiation 

How would you characterize the nature of the negotiation in traditional divorce settings? 

How would you characterize the nature of the negotiation sought by the Divorce 
Cooperation Institute? 

Creating Value (Integrative)  
and Claiming Value (Distributive) 

Increasing Value 
to Party A 

Increasing Value 
to Party B 

Claiming 
Value 

Creating 
Value 

All negotiations 
have distributive 
and integrative 
elements 

The Efficient Frontier 



Guidelines	  for	  Effec0ve	  Nego0a0ons	   11/13/1015	  

Prof.	  Ray	  Aldag	  |	  raldag@bus.wisc.edu	   5	  

Pareto Optimal 

!  With purely distributive bargaining: 

! Any deal “in the Zone” (on the Efficient Frontier) is 
Pareto Optimal 

!  When bargaining with integrative issues 

! Many acceptable deals are not optimal deals! 

!  How can you move “to the frontier”?  

! This is  the goal of integrative bargaining. 

Distributive and Integrative Bargaining 

Two Kinds of Bargaining 

Distributive Tactics 
•  Overstate real position 
•  Long list of demands 
•  Hold information closely 
•  Carefully control communication 
•  Dig in, give ground grudgingly 
•  Use red herrings 
•  Try to upset or unnerve the other party  
•  Confuse the other party 
•  (Lie, mislead, threaten) 

Integrative Tactics 
•  Clarify interests 
•  Focus on true objectives 
•  Share information broadly 
•  Freewheeling communication 
•  Yield where appropriate 
•  Stay on point 
•  Focus on problem, not person 
•  Work toward clarity  
•  Be truthful and respectful 

Most negotiations have elements of both 
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NEGOTIATING STYLES 
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The Negotiator’s Dilemma 

Style I: Competitor 

#  I am firm in pursuing my personal goals.   
#  I try to show others the logic and benefits of my point of view.   
#  If they are equally committed to their position, I make a strong 

effort to get my way by stressing my points.  
#  I give in reluctantly. 
#  I have strong instincts about matters such as leverage, 

deadlines…energy and motivation 
 
# Competitive people can be hard on relationships. 
 
 Shark 

Style 2: Avoider 

#  I try to avoid the tensions associated with conflict by 
letting others take responsibility for solving the problem.   

#  If possible, I try to postpone dealing with the problem 
until I can cool off and take time to think it over.   

# To avoid conflicts, I often avoid taking controversial 
positions and I try not to get uptight when others express 
positions different from my own. 

Avoiders:  
# are skilled at using conflict-reducing methods. 
# pass up many opportunities to ask for things that would 

make them better off. 
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Style 3: Compromiser 

#  I try to find a middle-ground solution.   
#  I am willing to give up something if it will lead to a fair 

combination of gains and losses for both sides.   
#  To speed up the resolution, I usually suggest that we search for 

a compromise, instead of stubbornly holding on to my position.  

Compromisers: 
# Often rush the negotiation process unnecessarily and make 

concessions too quickly. 
# When time is short or when the stakes are small, this can be a 

virtue. 
  

Style 4: Accommodator  

#  I try to soothe the other’s feelings so the disagreement doesn’t 
damage our relationship.   

#  I try to lesson the conflict by focusing on points where we 
agree.   

#  If the other person’s position seems very important to him or 
her, I will likely give in.  

Accommodators: 
#  are vulnerable to more competitively oriented people.  
#  are good at relationship-building skills and are relatively 

sensitive to others’ emotional states, body language, and verbal 
signals. 

Style 5: Collaborator  

#  I attempt to get all of the concerns and issues out into the open.   
#  I honestly describe my position and ask that the other person do 

the same.   
#  I favor discussing disagreements as a way of coming to an 

agreement.   
#  It is not always possible, but I try to satisfy the wishes of both 

sides.  

Collaborators: 
# may create problems by transforming relatively simple situations 

into more complex” ones. 
# Are instinctively good at using negotiation to probe beneath the 

surface. 
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Know Your Style 

!  Review the Thomas-Kilmann Questionnaire 

!  Where do you think you fit?  Face validity? 

!  Does your mode differ by situation? (reliability issue) 

! At home 

! As a manager 

! As an employee 

! As a student  

!  There are limitations with each and value of each is 
situation dependent 

! e.g., who is sitting across the table from you! 

Which Style Is Most Effective?  

Many styles can be effective if ... 

!  You are willing to prepare for negotiation. 

!  You have high expectations for your own results and 
achievements (i.e., try to do as well as you can for yourself) – 
how do you want to feel when you are finished? 

! Ask yourself: “Am I using this strategy to get what I need or to beat 
the other party?” 

!  You are a good, patient listener. 

!  You adopt tactics appropriate to your style 

  

Influences on Problem Solving 

!  In an ideal world: 

!  the decision maker would have all the information needed -- and no more -- when 

it was needed and in the desired form. 

!  the perceptual processes would select and process the information in an unbiased 

way. 

!  the cognitive processes would quickly, accurately, and objectively evaluate the 

information and arrive at an optimal choice. 

!  Subsequent evaluation of consequences would be unbiased and storage would be 

efficient. 

!  The “real-world” situation is far from this ideal scenario. 
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Herbert Simon 

!  Simon won the 1978 Nobel Prize in Economics “for 
his pioneering research into the decision-making 
process within economic organizations.” 

“It is the appropriateness of such assumptions of 
a lone decision-maker with infallible foresight, 
with complete rationality and with profit 
maximization as his permanent aim that Herbert 
Simon has questioned.” 

Use of Heuristics 

!  Heuristics (from the Greek word heuriskein, meaning “to find or 
discover”) are devices we use -- often without knowing it -- to 
simplify decision making.  They are simplifying rules of thumb. 

!  While potentially harmful, heuristics may not be all bad.  For one 
thing, in actual job settings we often receive continuous feedback 
concerning our performance.  So, if a heuristic “points us in the 
right direction” we can use feedback to make adjustments. 

!  Some “fast and frugal” heuristics may be consciously used. 
!  However, we may not know we are using heuristics, so they can 

be dangerous, especially in one-time decision situations. 

Amos Tversky Daniel Kahneman 

Tversky & Kahneman 

!  Daniel Kahneman won the 2002 Nobel Prize in Economics for his 
work with Amos Tversky on heuristics, “for having integrated 
insights from psychological research into economic science, 
especially concerning human judgment and decision-making under 
uncertainty.”    
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!  Which of the following causes more deaths in the U.S. each year? 

!  (A) Stomach cancer or (B) Motor vehicle accidents 

!  Most people believe the answer is motor vehicle accidents. 

!  In fact, stomach cancer causes more than twice as many deaths in the 
U.S. annually as do motor vehicle accidents. 

!  Instances of motor vehicle accidents deaths are vivid and highly 
publicized and thus more available in our memories. 

!  More recent events are also more available in memory and thus tend 
to get relatively higher probability estimates.  

Availability: Ease of Recall 

Availability Quiz 

!  Consider these causes of death: 
!  Lung Cancer vs Motor Vehicle Accidents 
!  Emphysema vs Homicides 
!  Strokes vs All Accidents 

!  For each pair, choose the one you think causes more 
deaths in the U.S. each year.  

Cause of Death People’s Choice Annual U.S. Total Newspaper 
Reports/Year 

Lung Cancer 43% 140,000 3 

Vehicle Accidents 57% 46,000 127 

Emphysema 45% 22,000 1 

Homicides 55% 19,000 264 

Stroke 8% 209,000 8 

Accidents (All) 92% 112,000 276 
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Road Rage 
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III. C. Predispositions 

!  What is available is also a product of antecedent 
beliefs and orientations, both individual and social. 

!  Why do some people recall and emphasize 
incidents in which a failure to take precautions led to 
serious environmental harm? 

!  There is an interaction between the availability 
heuristic and confirmation bias.  Certain events or 
statements are especially salient to those who are 
predisposed to believe in those events or statements. 

!  Again, there is a focus on conjunction. 

Anchoring and Adjustment 
 

!  Your first offer will anchor the negotiation 
So will your counterpart’s first offer. 

!  Should you make the first offer? 
! When is it a good idea? 
! When is it a bad idea? 
! Substantial research show that negotiators who make 

the first offer do better if they have good information.  
! First offers correlate at least .85 with final outcomes! 

!  ALWAYS write down your opening offer in advance. 
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Anchoring and Adjustment Example 

!  Subjects were first asked to write the last 
two digits of their Social Security number 
and consider whether they would pay this 
number of dollars for items whose value 
they did not know, such as wine, chocolate 
and computer equipment. 

!  They were then asked to bid for these 
items, with the result that subjects with 
higher two-digit numbers submitted bids 
that were 60% and 120% higher than 
those with the lower Social Security 
numbers, which had become their anchor. 

!  Anchors have powerful impacts even when 
subjects know the anchors were randomly 
generated. 

The Default Heuristic 

!  Organ donor example 
!  Use of default heuristic 
!  Behavior is a function of 

the default heuristic and 
of the legal environment 

!  This leads to major 
differences in organ 
donation rates across 
societies 

Hindsight and the Curse of Knowledge 

!  Consider the following scenario: 
!  You are an avid football fan, and you are watching 

a critical game in which your team is behind 35-31.  
With three seconds left, and the ball on the 
opponent’s three-yard line, the quarterback 
unsuccessfully calls a pass play into the corner of the 
end zone.  You immediately respond, “I knew that 
he shouldn’t have called that play.” 

!  This is an example of what is known as hindsight bias 
or “the Monday morning quarterback syndrome” or, “I 
knew it all along.” 

!  We tend to overestimate what we knew and distort 
our beliefs about what we knew beforehand based 
upon what we later found out.  We’re unable to ignore 
that information (the “curse of knowledge”). 
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Confirmation Bias 

!  There is a tendency to seek 
and recognize information 
that confirms one’s desires 
and assumptions, while failing 
to seek or recognize 
information that disconfirms 
or counters them. 
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The Endowment Effect 

!  Most people demand far more to sell something 
than they would be willing to pay for something 
similar, or than they would pay for the exact 
same thing if they did not own it. 

!  This is called the endowment effect – sellers 
often value items to include not only the intrinsic 
worth of the items but also a value for his or her 
attachment to the item. 

!  Differences of 2:1 are common in endowment 
experiments.  

The Need to Challenge Assumptions 

 Assumptions are potential hurdles that can move us in 
the wrong direction…The reality of negotiation is that 
we must and should make assumptions about the 
opposing party…The important thing to remember is 
that your assumptions are just that.  They are no better 
than poorly educated guesses at best.  Don’t fall in love 
with your assumptions.  Check them out; they are neither 
right nor wrong until proven so. (Karrass, 1974) 

 
How do we check them out? 

Checking assumptions 

1.  We are slaves to our assumptions, and we rarely challenge 
them. 

2.  Einstein and the Theory of Relativity 
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1.  Identifying assumptions should be a key part of negotiation planning.  Try to 
identify all assumptions underlying your planned strategy 

2.  Actively seek disconfirming information at the table. 

3.  Some assumption-challenging techniques: 

a.  Ask questions! 

b.  Seek out and listen to opposing voices. 

c.  Retroduction techniques: 

a.  What if? 

b.  Linking X with Y.  

d.  Devil’s Advocate 

e.  Dialectical Inquiry 

f.  Second-Chance Meetings 

Identifying and Challenging Assumptions 

!  Confirmation bias and failure to challenge our assumptions often lead to 
overconfidence. 

!  Overconfidence leads negotiators to discount the worth or validity of the 
judgments of others. 

!  Maggie Neale & Max Bazerman found that negotiators who were not 
trained to be aware of overconfidence, tended to: 

!  overestimate their probability of being successful, and, 

!  be significantly less likely to compromise or reach agreements than 
trained negotiators. 

 

Overconfidence 

“It’s not what we don’t know that gives us trouble.   
 

It’s what we know that ain’t so.” (Will Rogers) 
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!  Keep it in mind 
!  Provide ranges and confidence intervals for estimates 

instead of single-point estimates 
!  Provide feedback on hit and miss rates of you and others 
!  LISTEN, really LISTEN, to others 

!  Ask people how they know what they know (meta-
knowledge) 

!  Seek base data 
!  Ask others to challenge our views and positions 

 

What Can We Do To Reduce Overconfidence? 

Framing Effects 

Raise taxes versus return them to the 1980 level. 
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“Free Lunches” and “Nudges” 

Nudge: Introduction 

!  The Cafeteria 

!  Choice architecture – there is no such thing as a 
“neutral” design 

!  Small and apparently insignificant details can 
influence behavior. 

!  Libertarian Paternalism 

!  The libertarian part of the strategies lies in the 
straightforward insistence that, in general, 
people should be free to do what they like – 
and to opt out of undesirable arrangements if 
they want to do so.  

!  The paternalistic aspect lies in the claim that it 
is legitimate for choice architects to try to 
influence people’s  behavior in order to make 
their lives longer, healthier, and better. 
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Dan Ariely 

Duke Video Series 

Should Laws Push for Organ Donation? 
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Distributive Bargaining Tactics  
 

!  Distributive bargaining 
!  “Dividing the pie”  
!  Goal - reservation price 

!  These tactics are most suited to the ideal case: 
!  2 parties, zero-sum set of issues (fixed pie – gain of one offset by loss of 

another equaling a sum of zero) 

!  Will apply, more generally and less precisely, to many 
distributive bargaining situations 

!  Listing effective tactics is not meant as an endorsement 
!  You may consider some unethical 
!  You should be aware that not everyone will share this view 

Machiavelli’s The Prince 
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Your Bargaining 
Style 

Your Goals and 
Expectations 

Authoritative 
Standards and 

Norms 

 
Relationships 

The Other 
Party’s Interests 

 
Leverage 

Set Specific Goals for the Negotiation 

 

!  Written goals can be effective 

!  Makes you be specific 

!  Reinforces your commitment 

!  Setting specific, challenging and difficult goals results in greater profit than 
does setting easy or non-specific goals 

!  SMART goals 

 

Understand the Zone of Agreement 

Reservation prices are a function of one’s BATNA (Best Alternative To a 
Negotiated Agreement) 
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!  Issues: what you negotiate over when you’re trying to get a deal 
 

!  Positions: where you stand on the issues 
"  “Positional bargaining” 
"  When not focused on interests but position 

"  Bottom line, fall back, small concessions etc. 
"  Moves back and forth from an opening position; builds little trust (e.g., 

library) 

"  Distributive bargaining (follows this positional approach) 

 
!  Interests: underlying desires, concerns, needs, fears that you TRULY wish to 

satisfy that underlie the position 

Identify Interests 

!  Distributive  
!  I win, you lose (e.g., buyer & seller haggling over a single 

price) 

!  Compatible 
! A win for me is a win (or at least neutral) for you 

!  Integrative issues 
! My win is your loss, but asymmetrically  
! My win is worth more to me than a loss costs you (or vice 

versa) – e.g., having a limousine 

!  BOMBS 
! A win gives me less than a loss costs you 
 

Types of Issues 

!  Locate the decision maker – just who is this person? (e.g., job offer) 
 
!  What might make your counterpart say “yes?” (Can you walk in their shoes? 

Tough to do) 
!  e.g., Lead with shared interests?  What might the objections be to shared 

interest? 
"  Ask “WHY” 
"  Ask “WHY NOT” 

!  What would make them say “no?” 
!  Multiple interests 
!  Powerful interests: Basic human needs!  (e.g., pride, self-esteem, economic 

well-being) 
 

!  Can you find low-cost ways to move from “no” to “yes?” 
!  Reframing? Concessions that don’t hurt you 

Shell on Interests   
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Apply Leverage 

!  Situational advantage to obtain agreement on your own terms 

!  Your leverage comes from your BATNA 

!  Your counterparts’ leverage comes from their BATNA 

!  Positive leverage 

“Leverage is having something the other guy wants.   

Or better yet needs.  Or best of all, simply cannot do without.”  (Donald Trump) 

!  Negative leverage 

" Threat-based 
" Power to make someone worse off 

!  Normative leverage 
"  Consistency-based  

 

Negative Leverage: Threats 

!  Are risky to both parties 

!  May have effects well beyond the immediate negotiation 
!  e.g., Retaliation 

!  Can lead to diminished cooperation   

 

!  “Threat” vs. “Information sharing” 
!  Is there a difference?  Mands versus tacts. 

!  Signal your BATNA 

"  Not as a threat! 

"  Directly challenges, severely underestimates your alternatives or has incorrect information – “do you 
have any other job offers” 

"  Consistently lowballing - signal ‘need to increase the value of the offers, now’ 

 

When a threat might be a reasonable tactic 

!  To push past a heated deadlock 

!  As a weapon against defiance 
! Steer from impasses 

!  Well-crafted threats can ensure that agreements 
will survive and be honored 
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Negative Leverage: Threats 

!  Question to ask yourself before you make a threat. 

! Am I willing to go through with threat? 

!  Is what I am asking reasonable?  

! Will it improve my situation? 

! What might the other party’s response be? 

 

The Leverage Checklist 

!  Who has the most to lose if a deal is not reached? 

!  For whom is time a factor? 

!  Can I improve my alternatives? 

!  Can I worsen my counterpart’s alternatives? 

!  Can I gain control over something the other party needs? 

!  Can I commit the other party to norms or standards that 
favor my interests? 

!  Can I form a helpful coalition? 

 
 

!  Is haggling the only way? 
!  May help parties identify a settlement within the Zone of 

Agreement (H/O) 

!  Provide “objective criteria” for evaluating a range of possible 
agreements 
!  External to the will of either party so each feels its interests 

are being protected 
"  Sometimes ensured by outside expertise 

!  Can be subject to much negotiation 
 
!  Are not always “objective” and not all equally appealing 

Appeal to Standards 
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!  Consistency (“I’m the kind of person who cares about family– 
volunteer at school”) 

!  Rationalization (“I leave work on time because my family is 
important to me”) 

!  Deference to authority (“American Society of Pediatrics says 
time with family is important”) 
!  E.g., markets, experts, society 

Why do norms/standards work? 

!  Survey the relevant standards and norms 
! Most persuasive fit situation closer with respect to time, 

place, circumstances (this year, this opera house) versus 
broad, general standards (e.g., general inflation) 

!  Identify those that you find relevant 

!  Identify your counterpart’s norms 
! Can you frame your proposal within his/her norms?  

Using Standards in Practice 
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!  “Duties that people owe one another, not as human beings, or as fellow 
members of a group, or even as occupants of social statuses within the 
group, but, rather, because of their prior action.  We owe others certain 
things because of what they have previously done for us, because of the 
history of previous interaction we have had with them.” (Gouldner) 

Apply the Norm of Reciprocity – Law of the Universe 

!  The norm of reciprocity forces concessions 

"  Beware of reciprocity traps – I’ll scratch your 

back…. 

"  Gifts and favors (e.g., Albright – Secretary of 

State 1997-2001) 

"  Reciprocity rules – code of conduct  

"  Always be trustworthy and reliable yourself 

"  Be fair to those who are fair to you  

"  When other parties treat you unfairly, let them 

know about it 

 

Norm of Reciprocity 

Hold Information Closely 

!  Do not disclose your target 
!  Maybe you’ll get even more! 
 

!  Do not disclose your reservation 
!  Even in the friendliest of situations 
!  You want them to overestimate it 

!  Do not disclose your “Best Alternative to a Negotiated Agreement” (BATNA) 
!  This is used to determine your reservation point 

!  Do not disclose your true interests 
!  This will enable others to estimate your target and reservation more 

precisely 
"  I want the sugar bowl because I collect them versus to complete an entire setting 

 
!  Obscure the real decision-maker 

!  “Hidden authority” – gets concessions 
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Overstate Your Position 

!  This makes it difficult for the other party to discover your reservation point 

!  This creates room to give ground 

!  Take the “Maximum Plausible Position (MPP)” 

"  This is the most you can ask for and still appear credible 

"  “Effectiveness at the negotiating table depends upon overstating demands” (Henry Kissinger) 

!  This makes the other party think the final deal must be a good one 

!  Satisfaction of other party increases with concessions  

!  Beware the “Chilling Effect” 

 

!  Settlements tend to be between the two parties’ initial offers that fall in the ZOA  
- shifts midpoint 

Make a Long List of Demands (& Red Herrings) 

!  Sometimes called “the laundry list” 

!  Gives you room to maneuver (e.g., blue machinery) 

!  You may sometimes get what you ask for 

!  Perhaps at little cost to your counterpart 

!  Makes concessions easier to find 

Control communication 

!  Don’t say anything you don’t mean to say 

!  Control the flow of communications (“Proceed 
Governor”) 

!  Control the agenda 

! Don’t talk about anything you don’t want to 

!  Use silence as a weapon 

! Dawson’s “vise” technique 

! Does silence make you uncomfortable??? 
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Dig in, do not give ground 

!  Take a committed position 
! Never say yes to the first offer 

" Counterparts reaction? 
"  Winner’s Curse 

!  Be willing to wait the other party out 
! Maybe anxiety will force them to move 
! 80% & 20% finding 

 
!  Make every concession seem like a great big deal 

! This helps the counterparts to believe they are “winning” 

Use Time and Deadlines Strategically 

!  Create a sense of urgency in the other party 
!  Reminders of deadlines 
! Ultimatums 

!  Do not allow urgency to shift your own thinking 
!  Don’t reveal your deadline 
!  Find other’s deadline and make your deadline later 

 
!  Create time for yourself 

!  Build in buffers 

Upset and Confuse the Other Party 

!  You may end up getting more than you even imagined 

!  Dissent or confusion can lead to concessions 
!  Real versus feigned anger 

!  They may lose their focus and fail to think strategically 

 



Guidelines	  for	  Effec0ve	  Nego0a0ons	   11/13/1015	  

Prof.	  Ray	  Aldag	  |	  raldag@bus.wisc.edu	   30	  

Lie, Mislead, Deceive 

!  This is not an endorsement 

!  Do you think lying is OK in negotiation? 
 
!  Misrepresenting your target and reservation can be effective 

!  Resist any temptation to “crow” 
!  You never need disclose your true target or reservation 
!  Feign inexperience 

!  Think through the effects of reputation and repeat interactions 

Use Contingent Contracts 

!  Build on your differences 

! Don’t argue over the future, bet on it. 

!  Diagnose your counterpart’s honesty 

!  Solve problems of trust 

! Where information is not fully shared 

!  Share the risk  

!  Create incentives to perform 

! At or above the contractually specified levels 

 

!  Ask for more than you expect to get. 

!  Negotiations are a dance, with onlookers. 
!  Asking for too much helps both sides. 

!  Never say yes to the first offer. 
!  Saying yes to the first offer does not make the other side happy. 

!  Seller’s remorse – “I could have done better.”  “Something must 
be wrong.” 

!  Flinch 
!  React with shock to the other side’s proposal. 
!  Most people believe what they see more than what they hear. 

Gambits 
The Secrets of Power Negotiating -- Dawson 
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!  Avoid confrontation 
!  Agree initially and turn it around 
!  Use the Feel, Felt, Found formula:  “I understand how 

you Feel about that.  Many other people have felt 
exactly that way.  But you know what we have always 
Found?  When we took a closer look, we Found … 
(that they changed their minds, of course). 

!  Play the reluctant buyer or reluctant seller 
!  “Special feeling” 
!  Higher authority – good guy/bad guy 

Gambits 
The Secrets of Power Negotiating -- Dawson 

!  The Vice Technique 
!  Appeal to higher authority 
!  Don’t split the difference 
!  Set it aside 
!  The art of concession 
!  Make time your ally 
!  Beware the most dangerous moment 

Gambits 
The Secrets of Power Negotiating -- Dawson 

Moving Toward Integrative Bargaining 

!  Recognize the Power of Cooperation 
!  Develop Effective, Trusting Relationships 
!  Encourage Sharing of Information 
!  Using Specific Tools to Reach Integrative Solutions 
!  Use Effective Verbal and Nonverbal 

Communications 
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The Power of Cooperation –  
The Prisoner’s Dilemma 

S/he Keeps Quiet 
 

S/he Confesses 

I Keep Quiet 
(keep constant prices) 

We each get 2 years 
 
(Reward, Reward) 

S/he goes free; I get 10 
Years 
(Sucker/Saint, Traitor) 

I Confess 
(cutting prices) 

I go free; S/he gets 10 
years 
 
(Traitor, Sucker/Saint) 

We each get 8 years 
 
(Punish, Punish) 

Examples of prisoner’s dilemma – steroids in baseball, military arms race 

Prisoner’s Dilemma and the Gas Station Game 

!  The Prisoner’s Dilemma is a mixed-motive game.   
! Both parties can do well if they work together and 

cooperate, or they can try to gain an individual 
advantage by competing. 

! As such, elements of cooperation and competition are 
simultaneously present in mixed-motive games. 

! Mixed-motive games are common. 
!  Sometimes there are iterated prisoner’s dilemmas, 

played out over time. 
!  If so, the shadow of the future looms large.  

The TIT-FOR-TAT Strategy 

!  Robert Axelrod’s computer 
tournaments for game theory 
(“evolution of cooperation”) 
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Tit-for-Tat 

!  Anatol Rapoport (eminent 
scholar & peace advocate) 
entered “Tit-for-Tat” in the 
competition. 

!  Tit-for-Tat defined: Start 
with a cooperative choice.  
Every subsequent choice is 
as cooperative as your 
counterpart’s previous 
choice. 

Tit-for-Tat 

!  In the gas station game, if: 

they cut cut keep keep cut keep 

you keep cut cut keep keep cut keep 

Tit-for-Tat 

! Nice (never first to choose noncooperation) 
! Retaliatory (doesn’t wait to punish) 
! Forgiving (doesn’t pay attention to behavior 

other than most recent) 
! Not Envious (concern is just with one’s own 

gains) 
! Clear (never varies from this simple pattern) 
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Benefits of Tit-for-Tat 

!  It TRAINS your counterpart to be cooperative 
! Punishes non-cooperative behavior 
! Rewards cooperative behavior 

!  It is beautifully simple 
!  It outperforms (on average) other, more complex 

strategies 

!  In most negotiations, relationships will matter 

!  We may begin relationships with a negotiation event 
!  Especially true in business 
!  Think about going to work for someone 
 

!  Negotiations as repeat interactions   

!  Flatter organizations – “you will do this” versus “here’s  

  what needs to be done – how are we going to do it?” 

!  Contribute heavily to our reputations for trustworthiness (e.g., compliance 

monitoring) 
 

Build Trusting Relationships 

!  Seek and Build Networks 
 

!  Look for similarities  We like people who are like us 

!  “Mirror and Match” training for sales 
!  e.g. shared problem; common enemy 
 

!  “Schmoozing” (A casual conversation, especially one held in order to gain an advantage or make 
a social connection)  
!  Use (but don’t overdo) – affects liking and trust;  
!  “Mere exposure effect” – below awareness 
 

!  Self-disclosure – sharing information about oneself 
!  builds trust due to vulnerability to exploit and through reciprocity… 

!  Flattery – we more likely to trust those who like us 

Establishing Effective Relationships 
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!  John Wakeham, previous chief whip for Margaret 
Thatcher, says about Westminster politics: 
! “I was absolutely fascinated by how Westminster 

actually works…the smoke-filled rooms, the nods and 
the winks.  As a businessman, I found it more 
comprehensible than most politicians do.  One thing I 
learnt as chief whip was the infinite capacity of human 
beings to absorb flattery.” 

!  Source: The Guardian, 2000 

What Builds Trust? 

!  Meet expectations 

!  Do what you say you are going to do 

!  Develop credibility 

!  Tell the truth, keep your word, speak with honesty and accuracy; provide 
information that is verifiable 

!  Build a good reputation 

!  Develop relationships and use as references 

!  Develop similar interests, goals and objectives with other party 

!  Emphasize the benefits of mutual trust 

!  Stress having other party be trustworthy 

!  Emphasize advantages (not costs) of trusting each other 

Creating Value 

!  Find the compatible issues 
!  Is this as easy as it looks? What did you have to do? 

 
!  Exploit the integrative issues 

!  Find the trade-offs 
!  Add side issues – How to find? When to propose? 

 
!  Exploit differences in preferences 

!  Time preferences 
!  Risk preferences 
!  Expectations 

!  LOGROLLING – TRADING OFF SO YOU CAPITALIZE ON DIFFERENCES IN 
PREFERENCES 
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Creating Value from Interests: Getting Information  

!  Build trust to share information 
!  instinct for the asymmetry? 
 

!  Ask lots of questions 
!  Skilled negotiators ask twice as many 
!  Test for understanding…did you mean? 
!  Summarize 
!  LISTEN to the answers 
 

!  Give away some information – How much and what type of 
information? 
 

Tactics to Encourage Sharing of Information 

!  Decide on a distribution rule in advance.  This may encourage 

parties to the bargaining to share information. 

!  Ask questions.  While we may not get answers to all our questions, 

we’re more likely to get answers if we ask than if we don’t. 

!  Strategically disclose information.  It is often important to provide 

some useful -- but probably not critical -- information to the other 

party.  This helps develop trust and may lead to reciprocity. 

Tactics to Encourage Sharing of Information (Cont.) 

!  Make multiple offers simultaneously.  By making a set of offers, 

which ideally would be equally desirable to us but differing in their 

attractiveness to the other party, we may get faster agreement, or may at 

least gain information about the other party’s preferences.   

!  Search for post-settlement settlements.  Once the parties have 

reached a mutually acceptable agreement, they can employ a third party 

who is given full information and is told to search for another agreement 

that is better for both parties.  The initial settlement is essentially 

insurance in hand, and it leads to an increased willingness to seek a 

carefully crafted, preferable alternative. 



Guidelines	  for	  Effec0ve	  Nego0a0ons	   11/13/1015	  

Prof.	  Ray	  Aldag	  |	  raldag@bus.wisc.edu	   37	  

Techniques for Reaching Integrative Agreements 

!  Obtaining added resources.  While obtaining added resources may not always be 

feasible, we should at least consider the possibility. 

!  Providing nonspecific compensation.  With nonspecific compensation, one party 

gets what it wants and the other is paid on some unrelated issue. 

!  Trading issues.  Trading issues means each party concedes on low-priority issues in 

exchange for concessions on higher-priority issues. 

!  Cost cutting.  With cost cutting, one party gets what it wants and the other gets the 

costs associated with the concession reduced or eliminated. 

!  Bridging.  With bridging, a new option that satisfies the interests of both parties is 

developed.  

Guidelines for Effective Speaking 

!  Determine the purpose of your communication.  Is it to explain ideas to 
others? To entertain?  Tailor your speech to facilitate the desired purpose of your 
communication. 

!  Consider issues of time and space.  Determine the best time and location for 
delivering your message. 

!  Adapt to your listeners.  Consider the size of the audience as well as factors such 
as audience age, gender, interests, level of knowledge about the subject, and values.  
Consider also audience expectations about the nature of the speech. 

!  Use appropriate vocabulary.  Speak at the proper level, and with appropriate 
terminology, for the particular audience. 

Guidelines for Effective Speaking (Cont.) 

!  Practice voice control.  Consider proper speech volume, pitch, and 
speaking rate.  Avoid mumbling and awkward pauses. 

!  Use appropriate gestures.  Properly used, gestures can make a 
presentation more engaging, and they may help disguise anxiety.  Avoid 
short, jerky movements that may appear as nervousness, and use a variety 

of gestures to reinforce spoken points or even as substitutes. 

!  Organize your presentation.  Any oral presentation can be divided into 
three parts: gaining attention, presenting the information, and closing 
effectively.  Each is critical.  
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Guidelines for Active Listening 

!  Control the physical environment.  Try to minimize noise and other 
distractions. 

!  Be alert.  Give your full attention, and allot the necessary time to listen. 

!  Be mentally prepared.  Do your homework in advance of the 

presentation.  Anticipate the encounter by learning new terminology and 
background information about the persons, organization, or issues. 

!  Be emotionally prepared.  Keep an open mind about what is being said, 
even if it is unpleasant.  Give the speaker the opportunity to complete his or 
her message before raising questions. 

Guidelines for Active Listening (Continued) 

!  Be attentive.  Continually review the speaker’s message, and tie the various 

segments of the message together.  Take notes if necessary, but record only main 

points. 

!  Distinguish among facts, inferences, and value judgments.  Try to sort out 

whether what is being said is a fact that can be verified, an inference, or a personal 

judgment. 

!  Offer and solicit feedback.  The best sort of feedback in a listening situation is to 

paraphrase the speaker’s message.  

!  Read nonverbal cues.  Pay attention to the speaker’s tone of voice, expressions, 

gestures, and other nonverbal cues. 

Nonverbal Communication 

!  Nonverbal communication is communication that uses no 
words or uses words in ways that conveys meaning beyond 
their strict definition. 

!  It may take place through such channels as the body, the 
face, the tone of voice, and interpersonal distance. 

!  The meaning of nonverbal communication often varies 
markedly across cultures. 

!  Studies suggest that a substantial amount of information 
transmitted during a conversation -- perhaps 80 or 90 
percent -- is nonverbal. 
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Functions of Nonverbal Communication 

!  Accenting is adding emphasis to a verbal message. 

!  Contradicting is signaling the opposite of the verbal 
message. 

!  Substituting is replacing the verbal message with a 
nonverbal message. 

!  Complementing involves sending the same message 
nonverbally that is sent verbally. 

!  Regulating is using nonverbal communication to control 
the flow of the verbal message. 

Paralanguage 

!  Paralanguage concerns how something is said rather than what is said.  It involves all vocal 
aspects of speech other than words. 

!  For example, voice qualities -- such as pitch, rhythm, tempo, and volume -- influence 
interpretation of a verbal message. 

!  A soft, low-pitched voice and a slow rate indicate liking, while a high-pitched voice indicates 
anger.  Moderate rate, pitch, and volume indicate boredom. 

!  Vocal characterizers, such as coughing, clearing the throat, and grunting, generally are 
distracting and annoying. 

!  Vocal qualifiers are variations in tone or intensity of speech.  For instance, increases in rate 
or volume may indicate impatience or anger, respectively. 

!  Vocal segregates are pauses between utterances.  In situations such as interviews, prolonged 
pauses suggest a lack of confidence and organization. 

Hand Movements 

!  Some hand movements have a specific meaning that is 
understood in a particular culture or occupation, such 
as a thumbs-up gesture. 

!  Others, such as touching oneself or others, may be 
associated with anxiety, guilt, hostility, or suspicion. 

!  For example, interviewers are sometimes taught that 
a hand-to-face movement is a sign of deception.  



Guidelines	  for	  Effec0ve	  Nego0a0ons	   11/13/1015	  

Prof.	  Ray	  Aldag	  |	  raldag@bus.wisc.edu	   40	  

Facial Expressions 

!  By one estimate, the human face can make 250,000 different 
expressions. 

!  The Roman scholar Pliny the Elder wrote more than 2,000 years 
ago that “The face of man is the index to joy and mirth, to 
severity and sadness.” 

!  Facial expressions are generally understood to have a particular 
meaning. 

!  For example, facial expressions communicating six emotions -- 
happiness, sadness, anger, fear, surprise, and disgust -- are 
recognized worldwide. 

!  Even when people try to suppress facial expressions, they make 
very short expressions lasting a fraction of a second that will 
reveal true meaning. 

The Smile Trainers 

!  The Japanese are too serious, says Yoshido Kadokawa, author of the book Power of 

the Laughing Face and president of the Smile Amenity Institute. 

!  At a seminar for managers, his students bite on a chopstick or pen.  Kodokawa then 
instructs them to “lift the edge of your mouth higher than the edge of the chopstick.  

Hold your cheeks and count: idi, ni, san.  This is how you form your mouth shape.” 

!  Job applicants for McDonald’s in Japan are asked to describe their most pleasant 
experience, and then managers evaluate whether their faces reflect the pleasure they 

are discussing.  Applicants who don’t have genuine smiles are banished to making 

burgers rather than greeting customers. 

Eye Contact 

!  Eye contact is a major regulator of conversation. 

!  Generally, eye contact suggests understanding and interest. 

!  Seeking eye contact connotes the desire to open a 
conversation.  Conversely, someone hoping to avoid 
communication will avoid eye contact. 

!  Some characteristic eye-contact patterns have specific 
meanings.  For instance, the slow blink -- a pattern in which an 
individual closes his or her eyes for two to four seconds and 
then slowly opens them -- indicates doubt or suspicion. 
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Posture 

!  Posture is the way people position their bodies with 
respect to others. 

!  For example, if a customer’s arms are relaxed and 
open and she leans forward as she talks to a 
salesperson, her posture reflects approval and 
acceptance of the salesperson’s message. 

!  If she leans back with arms tightly crossed, her 
posture suggests rejection or disagreement. 

Touch 

!  Touch can convey warmth, understanding, and intimacy. 

!  Touch may also enhance positive feelings about the touching person and the 

situation. 

!  Studies show that when a store assistant, server in a restaurant, or product 

demonstrator lightly touched a customer on the arm, the customer saw the 

touching person more positively, had a more positive attitude toward the 

situation, and was more likely to comply with the toucher’s suggestions. 

!  This research involved casual touching of the arm.  Many other forms of touching 

may be resented, and unwanted touching can, of course, be a form of sexual 

harassment. 

Dress 

•  Dress can convey characteristics such as image, 
mood, identity, power, wealth, and authority. 

•  People who are dressed formally are better 
able to command respect. 

•  People in positions of authority often wear 
distinctive uniforms to reinforce their status. 

•  We all wear our own uniforms, that is, the 
particular way we choose to dress to 
communicate something about ourselves. 

•  Many companies are experimenting with their 
dress codes, including instituting “dress-down 
days.” 
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Proxemics 

!  Proxemics is the use of interpersonal space (that is, 
proximity) to convey status or degree of intimacy. 

!  Sitting at the head of a table conveys status. 

!  Standing close to another conveys intimacy. 

!  Sitting behind a desk (as opposed to alongside it) indicates 
a superior-subordinate relationship. 

!  Two elements of proxemics -- personal space and seating 
arrangements -- are especially relevant in organizational 
settings.   

High Context and Low Context Cultures 

High Context Cultures 

The context includes the social setting, use of phrasing, gestures and tone of voice, 
and the person’s history and status.  
 
In a high context culture, such as most Asian, African, Hispanic, and Arab countries, 
the context in which a communication occurs is just as important as the words that 
are actually spoken, and cultural clues are important in understanding what is being 
communicated. 
 
     - who said it? 
      - to whom did they say it? 
      - when did they say it? 
      - how did they say it? 
      - what was not said? 
 
$ This can seem vague or easily misunderstood to those in a low context 
culture. 
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High Context Cultures (Cont.) 

!  In Japan, when an American asked a Japanese friend to translate some 
letters, the Japanese man said "ahhhh, that would be difficult" - which 
meant "no". 

!  In Italy a man went to a wedding wearing a turtleneck shirt and a jacket.  An 
Italian professor said: "If the man objected so much to the wedding, he 
should have stayed home!" 

!  In Saudi Arabia, the men wear the same style of clothing – but you can tell 
who has higher status by noting the quality of the materials used. 

!  In Thailand the height of your hands when you greet each other indicates 
who has higher status. 

!  In Mexico if a man wants to let a woman he’s dating know that they are just 
friends, he can send her yellow flowers and she’ll understand the message. 

Low Context Cultures 

!  In a low context culture, such 
as Germany or the United 
States, the words used by the 
speaker explicitly convey the 
speaker's message to the 
listener. 

$This can seem rude and 
embarrassing to those in a high 
context culture. 

Contrasting High-Context and  
Low-Context Cultures 

High-Context 
#  Establish social trust first 
#  Value personal relations and     

 goodwill 
#  Agreement by general trust 
#  Negotiations slow and ritualistic 
 

High-Context Cultures: 
#  Chinese 
#  Korean 
#  Japanese 
#  Vietnamese 

Low-Context 
#  Get down to business first 
#  Value expertise and performance 
#  Agreement by specific, legalistic 

 contract 
#  Negotiations as efficient as possible 
 

Low-Context Cultures: 
#  German 
#  Swiss 
#  Scandinavian 
#  North American 
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The GE Handshake 

Shell: Closing the Deal 

 
Closing Approach 

Transactions Deadlines and walkouts 
Make a final offer 
Split the difference 
Agree to an appraisal 

Balanced Concerns All of the above 
A post-settlement settlement 
Celebrate a new relationship  

Relationships Accommodate  
Split the difference 
Acknowledge the future 

Tacit 
Coordination 

Accommodate 

!  Social ritual 
!  Celebrate your agreement 

!  Announcement 
!  Can be public; can be to a third party 

!  Establish accountability 
!  Be specific – promises or threats? Write it down 
!  Get a contract (signed)? 
!  Caution: THIS IS ITSELF A NEGOTIABLE ISSUE 

"  Relationship matters  

!  Simultaneous exchange 
!  Make it costly to both sides to back out 

Shell: Confirming Commitment: 
Go Beyond Your Agreement 


