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PREFACE

This book is dedicated to negotiators who want to improve their ability to negotiate—whether in
multimillion-dollar business deals or personal interactions. It is possible for most people to dra-
matically improve their ability to negotiate. You can improve your economic outcomes and feel
better about yourself and the people with whom you deal. The book integrates theory, scientific
research, and practical examples. New to this edition are special sections on gender, ethics, emo-
tions, intergenerational negotiations, and job negotiations. The book contains hundreds of real
examples from business, politics, and personal life spanning the globe to illustrate effective, as
well as ineffective, negotiation skills.

Here is what you can expect when you read this book:

* Illustrative case studies. Each chapter opens with a case study of an actual negotiation,
drawn from business, government, world affairs, community, and personal life. New to
this edition are more than 100 updated examples from the business world, many involving
international issues.

 Skills-based approach. Each chapter provides practical takeaway points for the man-
ager and the executive. A good example is Chapter 4 on integrative negotiation. A series
of hands-on principles that have been proven to increase the value of negotiated deals is
provided.

e Self-insight. Most chapters contain several self-assessments, quizzes, and examples
that readers can use to examine their negotiation attitudes and behaviors. For example,
Chapter 5 gives negotiators an opportunity to assess their “instinctive” bargaining style and
provides suggestions for how to further develop their bargaining repertoire. In Chapter 7,
negotiators can examine their ethical principles in negotiation. Moreover, Chapter 10 pro-
vides a deep look at cultural differences in negotiation so that the negotiator can better
understand his or her own cultural style and that of others.

e Advanced bargaining skills. The second and third sections of the book deal with com-
plex yet commonly occurring negotiating situations, such as negotiating with people of
different generations, different genders, agents, mediation and arbitration, negotiating via
e-mail and conference calls, negotiating with competitor companies, and of course, nego-
tiating cross-culturally. These sections have been revised in this edition.

* Scientific Research. New to this edition are the groundbreaking results of more than 120
new scientific articles on negotiation.

I benefit greatly from the advice, comments, and critiques given to me by my students and
colleagues, and I hope their advice keeps coming so that I am able to improve upon the book
even further. The research and ideas in this book come from an invaluable set of scholars in
the fields of social psychology, organizational behavior, sociology, negotiation, and cognitive
psychology. My research, thinking, and writing have been inspired in important ways by the
following people: Wendi Adair, Cameron Anderson, Evan Apfelbaum, Linda Babcock, Chris

Note: Every effort has been made to provide accurate and current Internet information in this book. However, the Internet
and information posted on it are constantly changing, so it is inevitable that some of the Internet addresses listed in this
textbook will change.
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Bauman, Max Bazerman, Kristin Behfar, Terry Boles, Jeanne Brett, Susan Brodt, Karen Cates,
Hoon-Seok Choi, Taya Cohen, Susan Crotty, Jeanne Egmon, Hal Ersner-Hershfield, Gary Fine,
Craig Fox, Adam Galinsky, Wendi Gardner, Dedre Gentner, Robert Gibbons, Kevin Gibson,
James Gillespie, Rich Gonzalez, Deborah Gruenfeld, Erika Hall, Reid Hastie, Andy Hoffman,
Elizabeth Howard, Peter Kim, Shirli Kopelman, Rod Kramer, Laura Kray, Terri Kurtzburg,
Geoffrey Leonardelli, John Levine, Allan Lind, George Loewenstein, Jeff Loewenstein, Brian
Lucas, Deepak Malhotra, Beta Mannix, Kathleen McGinn, Vicki Medvec, Tanya Menon,
Dave Messick, Terry Mitchell, Don Moore, Michael Morris, Keith Murnighan, Janice Nadler,
Maggie Neale, Kathy Phillips, Robin Pinkley, Ashleigh Rosette, Nancy Rothbard, Catherine
Shea, Ned Smith, Marwan Sinaceur, Harris Sondak, Roderick Swaab, Tom Tyler, Leaf Van
Boven, Kimberly Wade-Benzoni, Laurie Weingart, Judith White, and Elizabeth Ruth Wilson.
Throughout the text of The Mind and Heart of the Negotiator, 1 use the pronoun “we” because so
much of my thinking has been influenced and shaped by this set of eminent scholars.

The revision of this book would not have been possible without the dedication, organiza-
tion, and editorial skills of Larissa Tripp, Ellen Hampton, Joel Erickson, and Lee Sol Jee, who
created the layout, organized hundreds of drafts, mastered the figures, and researched many case
studies for this book.

In this book, I talk about the “power of the situation” and how strongly the environ-
ment shapes our behavior. The Kellogg School of Management is one of the most supportive,
dynamic environments I have ever had the pleasure to be a part of. In particular, Dean Sally
Blount strongly supports research and intellectual leadership as well as pedagogical leadership.
I am particularly indebted to my wonderful visionary colleague, Jeanne Brett, who created the
Dispute Resolution Research Center (DRRC) at Kellogg in 1986, and to the Hewlett Foundation
for their generous support of the DRRC.

This book is very much a team effort of the people I have mentioned here, whose talents
are diverse, broad, and extraordinarily impressive. I am deeply indebted to my colleagues and
my students, and I feel grateful that they have touched my life and this book.

OVERVIEW

This book is divided into three major sections. The first section deals with the essentials of
negotiation—the key principles and groundwork for effective negotiation. Chapter 2 leads
the manager through effective preparation strategies for negotiation. Chapter 3 discusses dis-
tributive negotiation skills, or how to optimally allocate resources in ways that are favorable
to one’s self—a process called “slicing the pie.” Chapter 4 is the integral chapter of the book;
it focuses on “win-win” negotiation or, more formally, integrative negotiation. This creative
part of negotiation involves expanding the pie of resources in ways that provide more gains
to go around.

The second section of the book deals with advanced and expert negotiation skills. Chapter 5
focuses on assessing and developing your negotiation style. This chapter invites readers to hon-
estly appraise their own negotiation style in terms of three dimensions: motivational orientation,
disputing style, and emotional expression. The negotiator can accurately assess his or her own
style and its limitations and learn to assess the styles adopted by other negotiators. Chapter 6
focuses on establishing trust and building relationships. This chapter examines business and per-
sonal relationships and how trust is developed, broken, and repaired. Chapter 7 discusses power,
gender, and ethics in negotiation. This chapter looks at the topic of persuasion and influence
as it occurs across the bargaining table and also deals with the important issues of gender and
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ethics in negotiation. In Chapter 8, the focus is on problem solving and creativity. This chapter
provides strategies for learning how to think out of the box and provides techniques for using
creativity and imagination in negotiation.

The third section deals with special scenarios in negotiation. Chapter 9 examines the com-
plexities of negotiating with multiple parties, such as conflicting incentives, coalitions, voting
rules, and how to leverage one’s own bargaining position when negotiating with multiple parties.
Chapter 10 focuses on cross-cultural negotiation, which addresses the key cultural values and
negotiation norms across a variety of nationalities, along with some advice for cross-cultural
negotiations. Chapter 11 deals with dilemmas, or situations in which negotiators make choices
in a mixed-motive context, where cooperation involves building trust with the other party and
competition involves an attempt to increase one’s own share of resources. This chapter examines
the nature of social dilemmas and how to negotiate successfully within various types of dilem-
mas. Chapter 12 focuses on information technology and its impact on negotiation and uses a
place-time model of social interaction to examine the challenges and opportunities of negotiation
as it occurs in this technological age. It includes a section on intergenerational negotiation and
e-negotiations.

Four appendices provide a variety of additional material: Appendix 1 invites readers to
examine the rationality of their negotiation beliefs and preferences; Appendix 2 provides a
short course on lie detection and nonverbal communication; Appendix 3 reviews the essen-
tials of third-party intervention; and Appendix 4 provides tips and a checklist for negotiating
a job offer.

FACULTY RESOURCES

Instructor Resource Center

At www.pearsonglobaledition.com/Thompson, instructors can access a variety of resources
available with this text in downloadable, digital format.

Once you register, you will not have additional forms to fill out, or multiple usernames and
passwords to remember to access new titles and/or editions. As a registered faculty member, you
can log in directly to download resource files and receive immediate access.

Our dedicated Technical Support team is ready to assist instructors with questions about
the media supplements that accompany this text. Visit http://247pearsoned.custhelp.com for
answers to frequently asked questions and toll-free user support phone numbers.

To download the supplements available with this text, including an Instructor’s Manual,
Power Point presentation, and Test Item File, please visit: www.pearsonglobaledition.com/
Thompson.

Reviewers

The author would like to thank the following colleagues for providing valuable comments and
suggestions on how to improve the book.

Lehman Benson: University of Arizona
Jason Harris-Boundy San Francisco State
Dale F. Kehr: University of Memphis
Barry Goldman: University of Arizona
Stanley Braverman: La Salle University
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Part |: Essentials of Negotiation

NEGOTIATION: THE MIND
AND THE HEART

In July 2012, after a successful contract renegotiation with Gazprom, its longtime partner, E.ON
announced an earnings boost of $1.25 billion. Gazprom is a Russian gas export monopoly and E.ON
is a German utility firm, and the Russian firm's largest European Union customer. The new long-
term natural gas supply contract was signed against a backdrop of lengthy and complex negotia-
tions in which E.ON wanted Gazprom to agree to lower gas prices and revisions in pricing.

E.ON had been pushing for new gas prices as it had been selling gas at a loss for quite some
time. This was mainly because the prices at which E.ON bought gas from Gazprom were linked to
the price of oil, which was much higher than the retail price of gas. E.ON was also suffering due to
reduced gas demand from its customers. At one point, negotiations between the two companies
were not going well and had reached a stalemate. At that time, E.ON decided to begin arbitration
proceedings—an independent arbitrator was nominated by the two parties to review the case and
issue an arbitration award. Although E.ON had kept the option of continuing talks with Gazprom
open at that time, it was a clear sign of how difficult it was for the two companies to reach a solu-
tion in the prolonged contract dispute, with billions at stake for both.

The 2012 settlement brought legal proceedings and the lengthy arbitration process to an
end and meant that E.ON and Gazprom could expect more stability for a longer time. Gazprom
agreed to lower gas prices, but was successful in safeguarding its pricing model. It expected
that increased competitiveness of its gas prices would lead to higher sales volumes. On the other
hand, for E.ON, the lower gas prices applied retroactively from the fourth quarter of 2010. This
translated into significant benefits for Germany's largest gas supplier.!

hereas most of us are not involved in billion-dollar deals, one thing that
business scholars and businesspeople are in complete agreement on is that
everyone negotiates nearly every day. Gerting to Yes begins by stating, “Like
it or not, you are a negotiator.... Everyone negotiates something every day.”? Similarly,
Lax and Sebenius, in The Manager as Negotiator, state that “Negotiating is a way of
life for managers... when managers deal with their superiors, boards of directors, even

'RIA Novosti (2012, July 3). Gazprom Signs Corrective Gas Price Contract with E.ON. en.ria.ru; Reuters (2011, August 1).
E.ON Ruhrgas seeks arbitration in row with Gazprom.uk.reuters.com; Andresen, Tino and Anna Shiryaevskaya (2012,
July 3). EON Raises Profit Forecast After Gazprom Gas Price Deal. bloomberg.com.

2 Fisher, R., & Ury, W. (1981). Getting to yes (p. xviii). Boston: Houghton Mifflin.
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Part I « Essentials of Negotiation

legislators.” G. Richard Shell, who wrote Bargaining for Advantage, asserts, “All of us negoti-
ate many times a day.”* Herb Cohen, author of You Can Negotiate Anything, dramatically sug-
gests that “your world is a giant negotiation table.” One business article on negotiation warns,
“However much you think negotiation is part of your life, you’re underestimating.”

Negotiation is your key communication and influence tool inside and outside the company.
Anytime you cannot achieve your objectives (whether an acquisition or a dinner date) without
the cooperation of others, you are negotiating. We provide dramatic (and disturbing) evidence in
this chapter that most people do not live up to their negotiating potential. The good news is that
you can do something about it.

The sole purpose of this book is to improve your ability to negotiate. We do this through
an integration of scientific studies of negotiation and real business cases. And in case you are
wondering, it is not all common sense. Science drives the best practices covered in this book. We
focus on business negotiations, and understanding business negotiations helps people to be more
effective negotiators in their personal lives.®

In this book, we focus on three major negotiation skills: creating value, claiming value,
and building trust. By the end of this book, you will have a mindset or mental model that will
allow you to know what to do and say in virtually every negotiation situation. You can prepare
effectively for negotiations and enjoy the peace of mind that comes from having a game plan.
Things may not always go according to plan but your mental model will allow you to perform
effectively and, most important, to learn from your experiences. Indeed, people who view nego-
tiation as a challenge are more successful in reaching high-quality deals than people who view
negotiation as threatening.” Moreover, people who believe that negotiation ability is changeable
with experience and practice are more likely to discover win-win agreements than people who
believe that negotiation skills are not teachable.®

NEGOTIATION: DEFINITION AND SCOPE

Negotiation is an interpersonal decision-making process necessary whenever we cannot achieve
our objectives single-handedly. Negotiations include not only one-on-one business meetings
but also multiparty, multicompany, and multinational relationships. Some negotiations involve
bargaining over a few dollars; other negotiations involve billions of dollars, such as Kellogg’s
acquisition of the Pringles brand from Proctor and Gamble for $2.7 billion. Some negotiations
are conducted in less than a few minutes; others linger on for years, such as Hertz’s five-year
courtship with rival Dollar Thrifty for an ultimate price of $2.5 billion.’ People negotiate in their

3Lax, D. A., & Sebenius, J. K. (1986). The manager as negotiator (p. 6). New York: Free Press.
4Shell, G. R. (1999). Bargaining for advantage: Negotiation strategies for reasonable people (p. 76). New York: Viking.
3> Walker, R. (2003, August). Take it or leave it: The only guide to negotiating you will ever need. Inc., 25(8) 75-82.

6 Gentner, D., Loewenstein, J., & Thompson, L. (2003). Learning and transfer: A general role for analogical encoding.
Journal of Educational Psychology, 95(2), 393-408.

70’Connor, K. M., Arnold, J. A., & Maurizio, A. M. (2010). The prospect of negotiating: Stress, cognitive appraisal and
performance. Journal of Experimental Social Psychology, 46(5), 729-735.

8 Wong, E. M., Haselhaun, M. P., & Kray, L. J. (2012). Improving the future by considering the past: The impact
of upward counterfactual reflection and implicit beliefs on negotiation performance. Journal of Experimental Social
Psychology, 48(1), 403—406.

9 Applegate, E., & Mider, Z. (2013, December). The year in M&A deals. Businessweek, pp. 64—65.
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personal life with people whom they love and enjoy a long-term relationship (e.g., spouses, chil-
dren, neighbors, and family), as well as in their business life, and with people with whom they
might not have an established relationship.

NEGOTIATION AS A CORE MANAGEMENT COMPETENCY

Negotiation skills are increasingly important for managers. Key reasons for the importance of
negotiation skills include the dynamic nature of business, interdependence, economic forces,
information technology, and globalization.

Dynamic Nature of Business

Most people do not stay in the same job that they take upon graduating from college or receiving
their MBA degree. The average person stays at a job for 4.4 years, and 91% of millennials expect
to stay at their jobs less than three years, averaging 15-20 jobs over the course of their profes-
sional lives.'® The dynamic, changing nature of business means that people must renegotiate
their existence in organizations throughout their careers. The advent of decentralized business
structures and the absence of hierarchical decision making provide opportunities for managers,
but they also pose some daunting challenges. People must continually create possibilities, inte-
grate their interests with others, and recognize the inevitability of competition both within and
between companies. Managers must be in a near-constant mode of negotiating opportunities.
Negotiation comes into play when people participate in important meetings, get new assign-
ments, lead a team, participate in a reorganization process, and set priorities for their work unit.
Negotiation should be second nature to the business manager, but often it is not.

Interdependence

The increasing interdependence of people within organizations, both laterally and
hierarchically, implies that people need to know how to integrate their interests and work
across business units and functional areas. For example, when Lafayette Park, a historical
park in San Francisco, was scheduled for a renovation, many negotiations erupted between
the numerous interest groups. The residents were concerned with the aesthetics of the park,
the noise level during construction, as well as lack of use during the three-year revamp. The
Recreation and Parks Commission wanted to provide new and interesting elements to the play-
ground as well as keep the project on budget and on time, and the historical society wanted to
preserve the park’s natural history. All the interest groups convened for facilitated meetings
with breakout sessions to address and negotiate the different needs of each group. Some of
the needs expressed were related to keeping the playground in a naturalistic theme, while also
providing benches along the hilltop clearing to enjoy the view of the bay, and not trimming or
removing too many trees.!!

The increasing degree of specialization and expertise held by businesspeople indicates
that people are more and more dependent on others. However, other people do not always have

10 Meister, J. (2012, August 4). Job hopping is the new normal for millennials: Three ways to prevent a human resource
nightmare. Forbes. forbes.com.

' King, J. (2013, June 5). Lafayette park revamp spurs heap of ideas. San Francisco Chronicle. sfchronicle.com.
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similar incentive structures, so managers must know how to promote their own interests while
simultaneously creating joint value for their organizations. This balance of cooperation and com-
petition requires negotiation.

Economic Forces

In March 2014, approximately 10.5 million people in the United States were unemployed.'? That
was down from 15.3 million unemployed in November of 2009, the highest number of unem-
ployed Americans since the Bureau of Labor Statistics began tracking the nation’s unemploy-
ment in 1948.!% Economic pressures and forces such as these mean that negotiators need to know
how to operate in uncertain and ambiguous environments. Focusing on minimizing losses may
loom larger than focusing on profits.

Information Technology

Information technology also provides special opportunities and challenges for negotiators.
Information technology has created a culture of 24/7 availability. With technology that makes
it possible to communicate with people anywhere in the world, managers are expected to nego-
tiate at a moment’s notice. Computer technology, for example, extends a company’s obliga-
tions and capacity to add value to its customers. Because customers expect companies to be
accessible to them 24/7, businesses have rethought how to respond quickly. For instance, when
Scott Stratten, President of UnMarketing.com, tweeted about his disappointing experience
with a Delta flight attendant, the company responded with a polite apology within 16 minutes.
Stratten was so impressed by Delta’s customer service responsiveness through Twitter that he
immediately booked another flight with Delta the following week. Delta uses the 24/7 avail-
ability to their advantage and employs 12 people to manage the company’s Twitter account.'*
Conversely, people who are not online feel the pressure to perform when they finally do log back
on. For example, Arianna Huffington, founder of The Huffington Post, promised her daughter
that during her college tour she would not check her smartphone. Huffington kept her promise,
not turning on her smartphone during the tour, but while her daughter slept in the hotel room
that night, she admitted staying up all night answering e-mails and making sure she didn’t miss
anything from the few hours she took off.'

Globalization

Most managers must effectively cross cultural boundaries to do their jobs. Setting aside obvi-
ous language and currency issues, globalization presents challenges in terms of different norms
of communication. Chip Starnes, cofounder of Specialty Medical Supplies, learned a harrowing
lesson in cultural fit when he showed up at his factory near Beijing, China to deliver severance
payments for 30 workers laid off when Starnes moved a company division to Mumbai, India. The
remaining 100 employees, convinced the entire factory would be closed, demanded severance

12 United States Department of Labor, Bureau of Labor Statistics. (2014, April). The Employment Situation. bls.govinews.

13 United States Department of Labor, Bureau of Labor Statistics. (2011). Employment status of the civilian population
by sex and age. bls.gov.

14 Trejos, N. (April 14, 2012). Delta Airlines tweets the most. USA Today. usatoday.com; Stratten, S. (2012, July 9). How
Delta’s tweet saved the brand day. UnMarketing. unmarketing.com

15 Huffington, A. (2013, March 14). Arianna Huffington on burning out at work. Businessweek. businessweek.com
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and barricaded Starnes inside the plant for six days. Cases of managers being held captive by dis-
satisfied workers, while police look the other way, is not a rare circumstance in China, a cultural
fact that Starnes certainly learned. After accepting the workers’ demands—giving 97 workers
two months’ salary and compensation and rehiring the previously laid-off workers on new con-
tracts—Starnes was released and declared that he had no plans to ever come back though the fac-
tory would remain open.'® Managers need to develop negotiation skills that can be successfully
employed with people of different nationalities, backgrounds, and personalities. Consequently,
negotiators who have developed a bargaining style that works only within a narrow subset of the
business world will suffer unless they broaden their negotiation skills to effectively work with
different people across functional units, industries, and cultures.!” It is a challenge to develop
negotiation skills general enough to be used across different contexts, groups, and continents but
specialized enough to provide meaningful behavioral strategies in a given situation.

MOST PEOPLE ARE INEFFECTIVE NEGOTIATORS

On the question of whether people are effective negotiators, managers and scholars often dis-
agree. Many people regard themselves to be effective negotiators. However, these same people
believe most of their colleagues are distinctly ineffective at the negotiation table. Most people
often fall extremely short of their potential at the negotiation table, judging from their perfor-
mance in realistic business negotiation simulations.'® Numerous business executives describe
their negotiations as win-win only to discover that they left hundreds of thousands of dollars on
the table. Fewer than 4% of managers reach win-win outcomes when put to the test,! and the
incidence of outright lose-lose outcomes is 20%.2° Even on issues on which negotiators are in
perfect agreement, they fail to realize it 50% of the time.?! Moreover, we make the point several
times throughout this book that effective negotiation is not just about money—it is equally about
relationships and trust.

NEGOTIATION TRAPS
In our research, we have observed and documented four major shortcomings in negotiation:

1. Leaving money on the table (also known as “lose-lose” negotiation) occurs when negotia-
tors fail to recognize and capitalize on their win-win potential.

2. Settling for too little (also known as “the winner’s curse”) occurs when negotiators make
too-large concessions, resulting in a too-small share of the bargaining pie.

16 MacLeod, C. (2013, June 27). U.S. exec Chip Starnes freed from China factory. USA Today. usatoday.com; American
boss hostage arrives back to US. (2013, June 28). Associated Press. ap.org.
17 Bazerman, M. H., & Neale, M. A. (1992). Negotiating rationally. New York: Free Press.

18 Neale, M. A., & Bazerman, M. H. (1991). Cognition and rationality in negotiation. New York: Free Press; Thompson,
L., & Hrebec, D. (1996). Lose-lose agreements in interdependent decision making. Psychological Bulletin, 120(3), 396—
409; Loewenstein, J., Thompson, L., & Gentner, D. (2003). Analogical learning in negotiation teams: Comparing cases
promotes learning and transfer. Academy of Management Learning and Education, 2(2), 119-127.

19 Nadler, J., Thompson, L., & van Boven, L. (2003). Learning negotiation skills: Four models of knowledge creation
and transfer. Management Science, 49(4), 529-540.

20 Thompson & Hrebec, “Lose-lose agreements in interdependent decision making.”

2! Thompson & Hrebec, “Lose-lose agreements in interdependent decision making.”
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3. Walking away from the table occurs when negotiators reject terms offered by the other
party that are demonstrably better than any other option available to them. (Sometimes this
shortcoming is traceable to hubris or pride; other times it results from gross miscalculation.)

4. Settling for terms that are worse than your best alternative (also known as the “agree-
ment bias”) occurs when negotiators feel obligated to reach agreement even when the
settlement terms are not as good as their other alternatives.

This book teaches you how to avoid these errors, create value in negotiation, get your share of
the bargaining pie, reach agreement when it is profitable to do so, and quickly recognize when
agreement is not a viable option in a negotiation.

WHY PEOPLE ARE INEFFECTIVE NEGOTIATORS

The dramatic instances of lose-lose outcomes, the winner’s curse, walking away from the table,
and the agreement bias raise the question of why people are not more effective at the bargaining
table. Because negotiation is so important for personal and business success, it is rather surpris-
ing that most people do not negotiate very well. Stated starkly, it just does not make sense that
people would be so poor at a skill that is so important for their personal and business life. The
reason is not due to a lack of motivation or intelligence on the part of negotiators. The problem
is rooted in four fundamental biases: egocentrism, confirmatory information processing, satisfic-
ing, and self-reinforcing incompetence.

Egocentrism

Egocentrism is the tendency for people to view their experiences in a way that is flattering or
fulfilling for them. Two-thirds of MBA students rank their decision-making abilities as above
average.22 In one investigation, people who were self-absorbed in terms of reflecting upon their
own values were more likely to exhibit decision-making biases, such as the confirmation bias. In
contrast, people who had taken time to focus on values that were not important to them were more
likely to focus on valid threats and assess correlations more accurately in data.”? As an example,
the National Safety Council estimates that 24% of all crashes on the highway involve cell phone
use—either dialing, talking, or texting. Yet, drivers overestimate their own abilities to multitask.*

Confirmation Bias

Confirmation bias is the tendency of people to see what they want to see when appraising
their own performance. The confirmation bias leads people to selectively seek information that
confirms what they believe is true. Whereas the confirmation bias may seem perfectly harm-
less, it results in a myopic view of reality and can hinder learning. Three weeks into the 2010
BP Deepwater Horizon oil disaster, former BP chief executive, Tony Hayward downplayed the
looming environmental disaster despite mounting evidence to the contrary. Hayward claimed the

22 Diekmann, K., & Galinsky, A. (2006). Overconfident, underprepared: Why you may not be ready to negotiate.
Negotiation, 7, 6-9.

23 Munro, G. D., & Stanbury, J. A. (2009). The dark side of self-affirmation: Confirmation bias and illusory correlation
in response to threatening information. Personality and Social Psychology Bulletin, 35(9), 1143-1153.

2 Walter, L. (2012, April 13). Distracted driving report claims cell phone use contributes to 24 percent of all crashes.
EHS Today. ehstoday.com.
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spill in Gulf of Mexico was “relatively tiny” compared with the “very big ocean.” Oil contin-
ued to leak at a rapid rate for nearly two months until the well was finally capped, and the total
amount of oil poured into the Gulf surpassed the 1989 Exxon Valdez disaster as the largest spill
in U.S. history.?

Satisficing

A third reason why people often fall short in negotiation is the human tendency to satisfice.?

According to Nobel Laureate Herb Simon, satisficing is the opposite of optimizing. In a nego-
tiation situation, it is important to optimize one’s strategies by setting high aspirations and
attempting to achieve as much as possible; in contrast, when people satisfice, they settle for
something less than they could otherwise have. Over the long run, satisficing (or the acceptance
of mediocrity) can be detrimental to both individuals and companies, especially when a variety
of effective negotiation strategies and skills can be cheaply employed to dramatically increase
profit. (We discuss these strategies in detail in the next three chapters.)

Self-Reinforcing Incompetence

To achieve and maintain effectiveness in the business world, people must have insight into their
limitations. The same is true for negotiation. However, most people are “blissfully unaware of
their own incompetence.”>’ Moreover, it creates a cycle in which the lack of skill deprives them
of not only the ability to produce correct responses but also the expertise necessary to surmise
that they are not producing them. As a case in point, students taking a test were measured in terms
of their insight about their own performance.?® The students were grouped into quartiles based
on their performance. The lowest-performing quartile greatly overestimated their performance
on the test. Even though they were actually in the 12th percentile, they estimated themselves to
be in the 60th percentile.?? This example is not an isolated case; people overestimate their per-
centile ranking relative to others by as much as 40 to 50 points. A study of CEOs’ merger and
acquisition decisions revealed that CEOs develop overconfidence through a self-attribution bias
when making deals. CEOs overly attribute their influence when deals are successful. This leads
CEOs to make more deals that are not successful.>® A better business plan would involve judg-
ing each deal on its own merits, rather than simply using the past to justify the present decision.
Moreover, the problem cannot be attributed to a lack of incentives. The overestimation pattern
even appears after people are promised significant financial rewards for accurate assessments of
their performance.

25 Webb, T. (2010, May 14). BP boss admits job on the line over Gulf oil spill. The Guardian, p. 1.
26 Simon, H. A. (1955). A behavioral model of rational choice. Quarterly Journal of Economics, 69, 99—118.

%7 Dunning, D., Johnson, K., Ehrlinger, J., & Kruger, J. (2003).Why people fail to recognize their own incompetence.
Current Directions in Psychological Science, 12(3), 83-87.

8 Kruger, J., & Dunning, D. (1999). Unskilled and unaware of it: How difficulties in recognizing one’s own incompe-
tence lead to inflated self-assessments. Journal of Personality and Social Psychology, 77(6), 1121-1134.

2 Ehrlinger, J., Johnson, K., Banner, M., Dunning, D., & Kruger, J. (2008). Why the unskilled are unaware: Further
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105(1), 98-121.

30 Billet, M. T., & Qian, Y. (2008). Are overconfident CEOs born or made? Evidence of self-attribution bias from fre-
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Related to the principle of self-reinforcing incompetence is the fact that people are reluc-
tant to change their behavior and experiment with new courses of action because of the risks
associated with experimentation. In short, the fear of losing keeps people from experimenting
with change. Negotiators instead rationalize their behavior in a self-perpetuating fashion. The
fear of making mistakes may result in a manager’s inability to improve his or her negotiation
skills. In this book, we remove the risk of experimentation by providing several exercises and
clear demonstrations of how changing one’s behavior can lead to better negotiation outcomes.
We invite managers to be active learners in understanding their own values when it comes to
negotiation.

DEBUNKING NEGOTIATION MYTHS

When we delve into managers’ theories and beliefs about negotiation, we are often startled to
find that they operate with faulty beliefs. Before we begin our journey toward developing a more
effective negotiation strategy, we need to dispel several faulty assumptions and myths about
negotiation. These myths hamper people’s ability to learn effective negotiation skills and in
some cases, reinforce poor negotiation skills. In this section, we expose six of the most prevalent
myths about negotiation behavior.

Myth 1: Negotiations are Fixed-Sum

Probably the most common myth is that most negotiations are fixed-sum, or fixed-pie, in nature,
such that whatever is good for one person must ipso facto be bad for the other party. The truth
is that most negotiations are not purely fixed-sum; in fact, most negotiations are variable-sum
in nature, meaning that if parties work together, they can create more joint value than if they are
purely combative. However, effective negotiators also realize that they cannot be purely trust-
ing because any value that is created must ultimately be claimed by someone at the table. Our
approach to negotiation is based on Walton and McKersie’s conceptualization that negotiation is
a mixed-motive enterprise, such that parties have incentives to cooperate as well as compete.32

Myth 2: You Need to be either Tough or Soft

The fixed-sum myth gives rise to a myopic view of the strategic choices that negotiators have.
Most negotiators believe they must choose between behaving in a tough (and sometimes
punitive) fashion or being “reasonable” to the point of soft and concessionary. We disagree. The
truly effective negotiator is neither tough as nails nor soft as pudding but rather, principled.33
Effective negotiators follow an “enlightened” view of negotiation and correctly recognize that to
achieve their own outcomes they must work effectively with the other party (and hence, cooper-
ate) but must also leverage their own power and strengths.

Myth 3: Good Negotiators are Born

A pervasive belief is that effective negotiation skills are something that people are born with, not
something that can be readily learned. This notion is false because most excellent negotiators are

R Walton, R. E., & McKersie, R. B. (1965). A behavioral theory of labor relations. New York: McGraw-Hill.
33 Bazerman & Neale, Negotiating rationally; Fisher & Ury, Getting to yes.





