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“Strategic Negotiation: Building Organizational Excellence teaches us that
consistent success in negotiating ultimately rests not on an organization
having great negotiators--those are needed--but on the organization being
built and optimized to support great negotiating. Furlong and Gordon take
us a step farther than the existing literature, and provide clear guidance for
the internal work an organization must do to prepare to effectively partner
with negotiating counterparts. The guidance is specific, nuanced, and
presented with clear specification for implementation. And a hidden gem
here: the NCM not only sets a company up for better negotiations: it points
to much better overall integration of structure, strategy and practice across
the organization.”
Eben A. Weitzman, PhD, Department of Conflict Resolution,
Human Security, and Global Governance / John W. McCormack
Graduate School of Policy and Global Studies / University of
Massachusetts Boston

“Negotiation teaching has always focused on what the spokespeople say
to each other, around a table or zoom screen. This book goes far beyond
this, to explain what an organization must do to bargain well. It’s unique
among books on bargaining—it explains, clearly and straightforwardly, what
a community group or large corporation should do to prepare its people to
bargain effectively and achieve its long term goals.”

Professor Dwight Golann, Suffolk University Law School

“Strategic Negotiation: Building Organizational Excellence is a game changer!
This is the perfect book for anyone that wants to learn about the inner
workings of the art and science of negotiating. This is Da Vinci—artist and
engineer. For the first time ever, there is a book that takes a comprehensive
approach to providing tools needed to educate individuals and organizations
about negotiation and how the two work in partnership to create a standard
and uniformity in how we negotiate. I will be using this masterpiece as
mandatory reading in both my undergraduate and graduate courses. The

days of how we traditionally build negotiation competency is over.”
Dr. Marc Williams, Pacific University, Founding Director, Center For
Entrepreneurship, Sports and Entertainment

“If youre looking for a research-based how-to guide on navigating

negotiations within your organization, then this is one you should definitely

keep by your nightstand. The negotiation frameworks, countless real-world

examples, and in-depth analysis made Strategic Negotiation table a powerful
resource for both novice to experienced negotiators.

Coach AK Ikwuakor, Certified Executive Coach & Sales Coaching

Lead at Google



“Josh and Gary have identified and solved for a real gap in the space of

negotiation theory and training. By taking a team and systems approach

to enhancing the skill set for the organization, not just the individual, they

tap into all of the alignment and reinforcing mechanisms necessary to drive
meaningful and sustainable behavior change and organizational impact.”

Stephen Frenkel, Voyager Executive Consulting, LLC,

Senior Director of Organizational Development at Cigna

“A fresh look at the elements of successful, repeatable negotiation
competence for organizations. By focusing on the organization and not just
individual negotiator’s skills, this book is a real contribution to the field.
Graphics, summaries, and real-world examples give added value.”

James E McGuire, JAMS, Mediator and Arbitrator

“Most view negotiation as occurring between two disputing parties.
Sometimes, in online dispute resolution, technology serves as a kind of
‘Fourth Party, assisting in some way to manage communication. Strategic
Negotiation: Building Organizational Excellence expertly points us in a new and
valuable direction by alerting us to the powerful influence of the organization

on the participants.”
Ethan Katsh, Director at National Center for Technology and Dispute
Resolution at the University of Massachusetts, Amherst

“Joshua and Gary have developed a holistic and systemic negotiation

approach that aims to connect individual training with organisational and

institutional needs. Their Negotiation Capability Model is a useful tool to

broaden the field of negotiation to help us focus on the connections between

individual skills and abilities through alignment with strong organisational
frameworks.”

Enda Young, Founder of the Negotiation and Influencing

Programme at Queen’s University Belfast and Managing

Director of Mediation, Northern Ireland

“Negotiation doesn’t happen in a vacuum. Furlong and Gordon recognize
this and show the reader how organizations can set the stage for negotiation
success by taking a holistic approach to the practice. This book is a
valuable addition to the bookshelves of negotiators and organizational
leaders alike.”

David Wagner, University of Oregon Professor of Management



“This book changed my perspective on how to train negotiators. Rather than

focusing on building the skills of an individual, I learned how important the

context of the organization is to set them up for success. The Negotiation

Capability Model brings a clear, specific, and actionable framework to create
the right environment for negotiators to truly succeed.”

Mary Miksch, Director of Organizational Development

and Tiaining at Neil Kelly Company

“If any organisation wants to turbo-charge their negotiations then this
book provides the insight. This book allows any organisation to self-assess
its own maturity to develop a unique roadmap for evolving both firm and
individuals over time - a must-read for individual professionals and business
leaders alike!”

Cosette M. Reczek, Founder, Permuto Consulting

“This book offers a strong argument and path for improving your

organization’s efficacy, and bottom line, by improving foundational

negotiation capabilities. As an engineer, the structure and applicable model
resonated loudly for the organizations I work with!”

Peter Cheimets, Lead Business Developer at the Smithsonian

Astrophysical Observatory
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Strategic Negotiation: Building
Organizational Excellence

Empowering organizations to thrive, this book provides a clear diagnostic
framework with specific approaches and processes that leaders can use to
build a negotiation function that will succeed each and every time.

Negotiation is a required skill and a core competency, but most
organizations focus exclusively on individual negotiation skills and abilities
and pay little attention to the internal culture and environment that shapes
and guides these individuals. This book takes a dramatically different
approach to building success in each and every negotiation, producing
results that align with organizational strategy at all levels.

Professionals in sales, procurement and supply chain, human resources,
change management, mergers and acquisitions, contracts, start-ups,
construction partnering, and training consultants and students of business
and law will value a text that understands how to build negotiation skills
and capability across the organization by aligning individual skills with an
evidence-based approach that actually works.

Joshua A. Gordon, JD, MA, is an experienced educator, arbitrator,
negotiator, facilitator, consultant, and organization capability builder. Joshua
is Faculty at the University of Oregon Lundquist College of Business where
he teaches courses on negotiation, conflict management, law, and sports
business. He has helped build organizational negotiation capability and
served as a strategic negotiation advisor across just about every industry
and sector. He is the co-author of The Sports Playbook: Building Teams That
Outperform Year After Year, Routledge, 2018.

Gary T. Furlong, LL.M BA, is Chartered Mediator (CMed) and holds his
Master of Laws (ADR) from Osgoode Hall Law School. He is the author
of The Conflict Resolution ‘Toolbox, Second Edition, John Wiley and Sons,
2020; the co-author of BrainFishing: A Practice Guide to Questioning Skills,
FriesenPress, 2018; and the co-author of The Sports Playbook: Building Teams
That Outperform Year After Year, Routledge, 2018.
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Foreword

Leave it to Joshua A. Gordon and Gary T. Furlong to introduce us to nego-
tiation as a team sport. Buckle your seat belts and get ready for an innovative,
problem-solving approach to win-win.

These two authors have written a valuable book everyone needs to own.
Joshua A. Gordon is a former athlete and industry and academic leader
in the intersection of sport and conflict resolution alongside his innova-
tor status in all things negotiation. Gary T. Furlong is a leader in media-
tion and researches the relationship between team performance and dispute
resolution processes. In their previous publication, The Sports Playbook, they
focused on building successful sports teams. In this book, they pivot using
their expertise in sports and business to innovate the field of negotiation.

Traditionally, the art of negotiation was considered a skill-based compe-
tency with books and courses used to train individuals. As athletes quickly
learn, training alone does not lead to excellent performances. It requires
clearly outlining the desired outcomes and building sustainable relation-
ships with coaches, teammates, trainers, sponsors, events, and competitors.
The same is true for companies and organizations who want to succeed in
the rapidly changing world. Josh and Gary offer a modern approach with
an organizational perspective to building negotiation competencies. I was
particularly impressed with the introduction of the Negotiation Capability
Model (NCM) and the Negotiation Assessment Tool (NAT). The NCM
serves as a guide by making access to the information provided in the book
easy to reference for future use in your business or organization.

Having spent three decades at Nike, and my last decade at the University
of Oregon, 1 witnessed countless opportunities to utilize a new approach
to traditional negotiation techniques. As a former Nike executive with
assignments in Hong Kong, Japan, Thailand, and Korea, my days were full
of complex negotiations on projects and products with internal teams and
external partners. In 2002, as the general manager of Nike’s Liaison office
in Bangkok, Thailand, it was reported to us that hundreds of workers from
the far north of Thailand were unhappy with a factory closure and they had
traveled to Bangkok to demonstrate in front of the government buildings
and Nike’s office. Although the factory had not manufactured any Nike
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products for two years, the workers knew and trusted the Nike brand to
find a resolution. And Nike helped in the government negotiations, which
ended with a positive outcome of jobs for the workers in another location,
as well as providing transportation for the workers to return to their homes.

I could have used Josh and Gary’s tested negotiation roadmap. If this book
would have been available 20 years ago, it would have served as a practi-
cal reference guide and likely gotten us to the resolution faster. With its
design-thinking approach, this book provides negotiators with the ability to
maximize each step in the process to guide teams toward win-win solutions.
From the boardroom to the classroom, leaders will find value in this new
team approach to negotiation.

Thank you, Josh and Gary, for introducing us to the team sport of nego-
tiation with skills that everyone can learn and that provide benefits to every
organization that implements them.

Ellen Schmidt-Devlin
Executive Director of Lundquist College of Business Portland Programs
at the University of Oregon and former Nike, Inc. senior executive
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Introduction—The Power
of Alignment

There have been over a thousand negotiation books published in the last
50 years alone. Why would we even consider adding another negotiation
book to that total?

The reason is simple. Virtually every negotiation book published, every
negotiation training course offered, and every organization that relies on
skilled negotiators treats negotiation as an individual skill set. Negotiation is
predominantly seen as an innate ability some people have and some people
don’t. Or it is seen as a learnable skill set that anyone, with extensive train-
ing, can improve—if only we have the right individuals. And once we have
the right individuals—gifted or well-trained—we will have effective and
successful outcomes to our negotiations. Problem solved.

Individual Negotiation Capabilities

Figure i.1 Individual Skills

Individuals with strong negotiation skills and abilities are indeed impor-
tant. Skill and ability are the price of admission. But having the right skills is
only one piece of the puzzle, and it’s not even the largest piece. We have to
have all pieces of the puzzle in place if we're to complete the picture, if we
are to have strong and sustained success in the negotiation process.

While the focus on individual skills and abilities is important, overfocus-
ing on the individual has obscured the other side of the coin—the organi-
zational competencies and structures that need to be in place and aligned to
ensure repeatable success at the bargaining table.

DOI:10.4324/9781003243854-1


https://doi.org/10.4324/9781003243854-1

2 The Power of Alignment

Organizational Negotiation Capabilities

Individual Negotiation Capabilities

Figure i.2 Individual and Organizational Skills

This book delivers this missing link by identifying the organizational
capabilities that are needed to create repeatable and reliable success in every
negotiation. We show how negotiation is actually a team activity, a set of
critical organizational competencies that form a foundation and framework
that enable individuals to succeed at the table. Over and over. This book will
help create alighment between an organization’s strategy and resources and
the application of each individual’s skills and abilities.

This alignment 1s what brings strength, resilience, and repeatable, adapt-
able negotiation success, over and over. This alignment is the true form of
negotiation power at the table.

Negotiation Myths We All Know and Love

The field of negotiation is a wonderful place, full of magical beliefs and
wishful thinking. Myths abound in the field, unencumbered by reality, and
most serve to limit success for organizations and individuals alike. Some of
the most powerful myths include the following:

*  Negotiation is about the negotiator themself, and successful negotiators
are people who have a unique ability, a talent, a charisma, something
almost magical about them. Or,

¢ Negotiation is a contest, a battle of wits, a winner/loser game like Texas
hold ’em poker or most sporting events. Or worse, it is seen as war, a
form of combat, led by a heroic action figure imposing their will on
others at the bargaining table. Or,

* Regardless of everything else, negotiation in the end is about power,
about winning, or at the very least getting more than the other party
gets at the table. It’s about gaining and exercising power above all else,

These myths are reflected in the many negotiation book titles that have sold
millions of copies, including:

* 48 Laws of Power—amoral, ruthless, cunning approaches'
*  Bargaining for Advantage®
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o Secrets of Power Salary Negotiating®

* 99 Negotiating Strategies: Tips, Tactics and Techniques*

*  Never Split the Difference—a former FBI Negotiator’s book®

*  You Can Negotiate Anything!l—from the “World’s Best Negotiator”®
e Good For You, Great For Me’

Power, cunning, advantage, tips, tricks and tactics, winning—virtually every
book reinforces the idea that negotiation is all about learning the skills to
out-negotiate the other party. Even books that promote a collaborative
approach to negotiation also promote a very individual-centric approach to
the negotiation process.

These books might as well be given titles that honestly reflect the myths
they perpetuate, such as:

e Harry Potter’s Negotiation Spell Book—Lucky Charms for Winning!
e The Terminator—Intimidate Your Way to Success

*  Winning Negotiations and Influencing People—Charisma Gets Deals
e Live by These Clever Tricks, Die by Other Clever Tricks

e The Art of the Deal

Why Do These Myths Persist?

There are a number of reasons why these myths persist.

First, in any complex activity, we like to identify an individual with the
outcome—and we like to either celebrate or shoot (as the case may be!) the
messenger. In team activities, for example, we tend to find a single person
to either give credit or blame. The CEO appears to make every decision,
regardless of how large the organization is. The quarterback or the coach is
the only reason the team wins or loses.

Or worse, we identify specific actions or behaviors and link these with
success, turning them into something bordering on superstition. Athletes,
for example, are famous for idiosyncratic routines they perform before every
match or race as necessary to winning.

Second, popular culture has reinforced this belief, often portraying
strong, rugged, clever people out-negotiating their opponents using sheer
will, force, cleverness, or intimidation to get what they want (movies like
The Negotiator, The Wolf of Wall Street, Lincoln, The Devil’s Advocate all portray
these beliefs). It’s great theater but wildly misleading.

Third, organizations have accidentally supported these myths. Often
looking for short-term solutions, companies bring in individuals with
proven success as negotiators and then give them free reign—provided they
deliver the goods. Whether they succeed or not, the underlying approach is
focused on finding individuals who can “get the job done.” Organizations
also support this myth by thinking that extensive negotiation skills training is
all that’s needed. While certainly not a bad thing, negotiation training alone
will rarely result in ongoing success at the table.



4 The Power of Alignment

The results of operating based on these myths are seen in many ways. The
most common are the following:

e Individuals are left to their own devices, often without the needed sup-
port, to sink or swim. If negotiations fail, send them on more training.
If they fail more than once, change the negotiator.

*  When hiring, hire “tough” negotiators to heroically defend the interests
of the organization at any cost. This approach often ends up with the
negotiator seeming to win the battle but often losing the war—and,
eventually, the client. With this approach, unintended consequences for
the organization abound.

*  Even when deals are made, the negotiated outcomes often fail to sup-
port the overall organizational strategy. When individual negotiators
pursue the short-term goal of the “best deal” today, the “deal” tail may
end up wagging the “strategic” dog.

e In almost all cases, organizations fail to measure success at the bargain-
ing table, and with little data to assess the outcomes of their negotia-
tions, it becomes easy to continue relying on and living by these myths.

The Fallacy of Training

Let’s start with the value of individual negotiation skills and where they
fit. Individual skills, long the paradigm and focus for negotiation success,
remain a necessary part of the foundation for effective negotiation capabili-
ties. Individual skill, however, is far from sufficient for achieving consistent
success at the table.

Over the years, a familiar inquiry has come our way. An organization
reaches out and wants us to deliver a one-day or multi-day negotiation
training course for their employees. They believe that giving their staff some
basic knowledge and skills will quickly change the outcome of their organi-
zation’s negotiations. These requests vary in size, scope, and context, but the
request and their beliefs are clear—train our individuals, give them good
negotiation skills, and suddenly all will be good. In reality, success often
requires a deeper exploration of the goals of the organization and the objec-
tives that the negotiation process is aiming to achieve.

For example, a custom home builder reached out to an expert negotiation
trainer seeking to schedule training for their sales team. Sales numbers were
lagging, as were overall customer satistaction numbers, and they wanted
to improve the individual negotiation skill set of their sales team with the
idea that improving these skills would drive sales. It was a logical (and well-
intended) request and intuitively it seemed like a good idea. However, they
had been down this road before, had conducted training before, and saw lit-
tle impact on their results after the training. Their conclusion, quite simply,
was that they needed better training. Possible, but not likely. Instead, they
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agreed to look at their current organizational processes and tools and how
they were currently guiding and supporting the sales and negotiation func-
tion. First, they learned that from the very start of the sales process they were
failing to identify the important interests of their customers, customers who
were purchasing high-end custom homes. Instead of training as a first step,
they developed a specific set of goals and objectives that salespeople needed
to achieve with each customer, starting with identifying their unique needs
and interests. Almost immediately, they were able to capture key informa-
tion about their potential customers, allowing them to tailor options and
solutions to meet those needs. Every salesperson was held accountable by
the organization for implementing this new focus and approach. Not only
did their sales numbers skyrocket, they also went on to win customer satis-
faction awards, year after year. With the changes they made at the organi-
zational level, and without additional training, individual salespeople could
focus their skills more effectively and deliver the desired results.

‘While we regularly deliver training that gives people leading-edge knowl-
edge and important skills for negotiation, the belief that simply offering
training will solve the problem is rarely borne out. In other words, training
by itself is rarely the solution. Organizations want to be good at negotiating—
in fact, they need to be. So, why isn’t training the answer?

There likely is no single answer as to why training rarely improves out-
comes, but there are some identifiable themes. The reasons can be catego-
rized broadly as either tactical failures or strategic failures. Tactical failures
include “poor quality training, lack of follow-through after the training, and
lack of clear and appropriate training objectives to provide direction and
focus.”® Strategic failures are different and include things like

lack of alignment with business strategy and needs, failure to recog-
nize non-training solutions, regarding training as an event, participants
not held accountable for results, failure to prepare the job environment
for knowledge transfer, lack of management reinforcement and sup-
port, lack of commitment and involvement from executives, and other
organizational barriers to success.’

Some of these training-related barriers are relatively easy to resolve. Yet if
training isn’t the whole problem, then it surely can’t be the whole answer.
Unfortunately, even if training is excellent and avoids the tactical failures,
the outcomes around negotiation that organizations are seeking won’t hap-
pen, simply because of the strategic failures. In other words, there are core
organizational capabilities that must be put in place to support the newly
trained individuals. The organization must be fully aligned and tangibly
supporting the negotiation knowledge and skills learned in the training.
Without this alignment, the knowledge and skills simply won't transfer.
Hopefully, this point is crystal clear—individual skill and effort alone will
not transform the organization; training by itself will change very little. This
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is true even of the most dynamic, evidence-based training programs. Train-
ing must be done in the context of each specific organization, its unique val-
ues, goals and direction, and anything less will likely lead to the participants
saying, “Great training! Too bad it won’t work here” Many participants have
told us, “Thanks for the great information, but nothing is going to change
when I return to work on Monday.”

While training isn’t the only solution, it is still certainly one piece of the
puzzle, however large or small. For an organization to be truly successful at
the bargaining table, we will need to see the full picture.

The Power of Alignment

This book is about finishing the puzzle, bringing the critical missing pieces
to the table to create long-term, repeatable, and adaptable processes and
successes for every kind of negotiation. It is designed to be a myth-buster,
replacing myths and beliefs with practical, clear approaches and structures to
ensure that all negotiated outcomes will serve and succeed for the organiza-
tion. These approaches and structures include the following.

Alignment: While every negotiator in the world pursues “the best
deal possible,” organizations often have very little definition or clarity
on what “best” even means. Alignment between the organization’s goals
and strategies and the individual negotiator’s goals and interests is criti-
cal across a number of areas, including:

e  Organizational strategy fully aligning with the goals of each
negotiation

*  Organizational priorities aligning with the level of support and
resources allocated to each negotiation process

e Individual goals and interests aligning with the organization’s
goals and strategy

Measurement: Any robust system needs good data and information
to continuously improve. Negotiation is no different. Metrics that track
the organization’s processes, goals, and outcomes must be directly con-
nected to what has been achieved in each negotiation to ensure what
has been defined as the “best deal” is actually being delivered.

Skill and Mentoring: Skill building that is tailored and focused
through training, mentoring, and individual needs assessment will help
ensure that there is strong institutional memory and support across the
negotiation function.

Customizing: Tailoring the core negotiation processes to optimize
them for each organization will greatly enhance results at the table.

Creating Institutional Memory: When negotiation is treated
strictly as an individual competency, the skill and knowledge base in
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the organization walks out the door every time an employee leaves.
By creating strong organizational frameworks, the skill, knowledge and
learning from each negotiation and each negotiator is retained and car-
ried forward regularly.

Adapting and Optimizing: Once a strong foundation is built
and repeated for each and every negotiation, the organization can turn
its attention to optimization, to extending its negotiation skill set to
its negotiation partners. By including the other party or parties right
from the beginning of every negotiation, outcomes can be achieved
that would be impossible as long as each party stays on their side of
the fence.

The Negotiation Competent Organization

It should be noted that many people who negotiate for an organization are
not professional negotiators by trade. Indeed, many people who conduct
important negotiations with outside parties see this as a small, if necessary,
side-line activity that takes them away from their important day-to-day job
duties. Finance leaders are often arranging payment schedules for suppliers
or juggling lines of credit. Operational leaders are often discussing delivery
schedules, supply chain parameters, or making decisions on materials and
costs. Even salespeople often see their role as simply to sell, not negotiate.
This disconnect is a foundational problem for an organization looking to
become highly competent in all their negotiations.

Make no mistake, all the aforementioned activities, and many more, are
negotiations that affect the success of the organization. The fact that many
people who negotiate (as well as the organizations that employ them) do not
even consider this work an important and critical activity, a specific skill set
that can dramatically improve results, is a leading reason why most negotia-
tions are done in an ad hoc, bordering on random, fashion. For purposes of
this book, everyone who discusses and agrees on terms and conditions with
outside (or inside) parties is negotiating. The only question is whether they
do it well—are they meeting the needs of the organization effectively—or
not. To achieve consistently good results, both the individual and the organ-
ization need to do their part.

For organizations, this means establishing a clear strategy and direction for
the negotiators to follow, investing resources in supporting the negotiation
process, and building clear organizational structures and processes that will
support and guide each individual toward repeatable success. For individu-
als, this means understanding the organizational direction and processes and
committing to and aligning their behavior to the organizational approach.
Negotiators are essentially like commercial airline pilots. Safe and effective
pilots, for example, must have strong individual piloting skills. Pilots train
and fly hundreds of hours privately before they can be hired as a commercial
pilot. Then, they fly hundreds more hours, slowly graduating to larger and
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larger aircraft. They take simulator training regularly, all to build and main-
tain their individual skills as pilots.

But looking at the full picture, an airline cannot succeed only by hir-
ing skilled pilots. In addition, they need a full maintenance plan for the
planes; they need ground staff to guide the planes to gates; they need naviga-
tors, weather monitors, flight data and flight plans that change as conditions
change; and they need to be flying to destinations that will be profitable. All
of these activities surround the successful pilot; and when the pilot is suc-
cessful within this complex system, the entire organization is successful as
well. Without this interconnected web of supporting activities, a good pilot
in an unserviced airplane will either not get oft the ground or will crash
when trying.

Negotiators, too, need strong systems behind them. They need clear stra-
tegic direction, metrics and data, training and mentoring, industry knowl-
edge, and more. And they need alignment between their interests and the
organization’s interests, as well. Incentives, for example, must be aligned.
Paying pilots for how quickly they fly a route would result in planes arriving
early and burning far more fuel, clearly not in the organization’ interests. In
other words, alignment must be in place for pilots and negotiators, for both
individual success as well as organizational success.

Behavioral Engineering

In 1978, Thomas E Gilbert published a landmark book titled Human Com-
petence: Engineering Worthy Performance.'’ Gilbert’s work focused on ways
to build systems that eliminated barriers to both individual and organiza-
tional performance. It distinguished between a person’s inventory of skills
and competencies (what an individual can do on their own) and the envi-
ronment they operate within (the organizational structures and supports
that either enable or impair good results). Gilbert’s work is referred to as
a “maturity model,” a framework to help organizations understand how
mature their performance systems currently are, and how well-designed and
robust these systems are at any point in time. In essence, Gilbert created a
broad, systematic approach to performance, calling it the Behavioral Engi-
neering Model (BEM).

In 2003, Roger Chevalier'" updated that model based on his own teach-
ing and research. Chevalier also focused very broadly and generically on
improving performance in virtually any area of an organization.

It should be clear that the airline industry has followed BEM very success-
fully. In terms of process, pilots are hired based on their individual skills and
experience and trained continuously to ensure they maintain those skills and
competencies. Once hired, however, they are embedded in a well-designed,
comprehensive environment. Performance for airlines is deliberately engi-
neered, behaviorally engineered, for success. The results are also clear—in
spite of how high-risk air travel itself can be, it 1s the safest means of travel
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in the world, largely because of the structures that the individuals—pilots in
this case—operate within.

The entire negotiation process, something that happens across all organi-
zations, will also benefit from a simple and clear approach that is engineered
to deliver success. BEM, however, has never been adapted and applied spe-
cifically to the negotiation process.

This book introduces the Negotiation Capability Model (NCM), a
further update and refinement of Gilbert and Chevalier’s work, which is
focused exclusively on engineering repeatable, adaptable, and optimized
negotiation performance. Moreover, the NCM is tailored to the needs of
specific organizations and negotiators.

Alignment Is Power

This book offers every organization a clear, straightforward process to
implement the NCM as a tailored behavioral engineering process into any
organization. It will create and sustain alighment between the organization’s
capabilities and the individual negotiator’s capabilities. As the book takes
you through the NCM, it will unfold as follows:

Chapter 1: The Negotiation Assessment Tool (NAT). To successfully
change and improve any system, a baseline of where we are today must
be identified. On any map, whether virtual or paper, the most impor-
tant point on that map states, “You Are Here.” From that reference
point, new directions can be taken. The NAT helps every organization
assess their starting point based on four simple levels. Once the starting
point has been established, the NCM can guide the organization to
implement changes and improvements, based on these four levels, as
needed in each specific situation.

Chapter 2: Negotiation as Art and Science. Since the NCM has been
developed specifically for negotiation performance, the basic principles
and approaches to negotiation need to be outlined. In this chapter, an
overview of the field of negotiation is given, along with the biases and
assumptions that the NCM relies on.

Chapter 3: An Overview of the Negotiation Capability Model
(NCM). As a starting point, the four levels of the NCM are outlined and
linked to behavioral engineering processes, so leaders can understand
how and why the processes and structures this book identifies will lead
to dramatically better results. The NCM identities Level 1: Ad Hockery
as the most common state of negotiation practice in most organizations.

Chapter 4: Level 2 NCM—Repeatable Competency. The first step
on the journey is to establish a foundation of repeatable processes, skills,
and measurements. Without a consistent and clear starting point, all
negotiating strategies and skills at the table simply become reactive and
ad hoc, leaving outcomes more to chance and luck than anything else.
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This chapter gives every organization the framework for creating long-
term and repeatable success at the table.

Chapter 5: Level 3 NCM—Adaptive Flexibility. The next step in the
NCM, after implementing a foundation of simple and repeatable prac-
tices, 1s freeing up negotiators to become creative, flexible, and adapt-
able in their negotiation practice, while maintaining and extending the
structures put into place at Level 2. Negotiation as an art can succeed
only when negotiation as a science has been established as a foundation.
Level 3 of the NCM enriches the negotiation process and deepens the
skills that can be used at the table, all while remaining in alignment with
organizational goals and strategies.

Chapter 6: Level 4 NCM—Optimized Performance. The final step
is to extend the negotiation process beyond the limited perspective each
party to the deal has, and to practice negotiation as a fully collaborative
process, from start to finish. This means engaging the other party from
the beginning to jointly create the negotiation process itself. Only by
collaborating from the beginning can full value from the relationship
be realized.

Chapter 7: Implementing Alignment—Mapping the Journey. How
the NCM is implemented makes a difference. In this chapter, two
sequences and approaches for putting the NCM into practice will be
explored, along with a road map to guide its implementation on any of
the three levels.

Chapter 8: Many Forms of Success—The NCM Applied. In this
chapter, we will look at a range of different types of negotiations and
how the NCM can be applied in a number of different environments.

Chapter 9: Tools and Guides for Assessment, Planning, and Reflec-
tion. In this chapter, the book will give the reader practical tools and
guides that describe exactly how to assess an organization and how to
begin the NCM journey of building and aligning negotiation practices
in the organization.

Appendix: A Curated List of Resources. An appendix of resources,
with commentary, is included at the end.

Summary

Negotiation has been seen for far too long as a hit-and-miss process based
on half the picture—individual skill and success. Too much emphasis has
been placed on individual preferences and not the behavioral science that
truly drives success. Only when the negotiation process 1s actually engi-
neered for success, only when the individual’s skills and abilities are aligned
with and supported by a strong organizational framework, will there be
repeatable, adaptable processes that optimize performance at every nego-
tiating table.
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1 The Negotiation
Assessment Tool

Imagine, for a moment, a heart surgeon. A patient arrives complaining of
chest pain. The surgeon leaps into action, immediately performing a quad-
ruple bypass on the patient, only to find the patient was suffering from
poorly digested tacos, not a heart condition. We would easily call this mal-
practice, since every professional in the world is expected to diagnose first,
to assess the issue or problem before starting to try and fix that problem. For
example, how many of us would allow a mechanic to replace the engine
in our car simply because it wouldn’t start? We would likely insist on find-
ing out what the problem is first—and only then decide what to do about
it. Assessing and understanding a problem is the critical first step in most
situations.

Good quality diagnostic tools and information are required for proper
assessment. We expect doctors to diagnose using the proper equipment,
such as MRI and blood tests. We expect auto mechanics to diagnose prob-
lems with pressure gauges, electrical meters, and now computer diagnostics.
For effective negotiations, we need to diagnose the problems and assess the
outcomes to understand what creates and maintains success for the organi-
zation. For something as mundane as our car, we have a dashboard of infor-
mation and a handful of warning lights to tell us how the car is operating
every time we drive it. When something needs attention, such as air in the
tires or an oil change, the car’s system lets us know. Yet how many organi-
zations have a dashboard or warning lights to alert them to the fact that
their negotiation processes need attention? That they will not get us to our
destination?

In reality, many organizations and many negotiators lack good data
and metrics; they rarely have well-defined goals and objectives; and
most have never held post-negotiation reviews as a way to learn and
improve. Most feedback relies on either the subjective reporting of
the negotiator—*“It was tough, but we did the best we could,”—or on
assessing the narrowest terms of the contract—price, for example—
to decide whether the negotiation was successtul. In other words, the
organization has no frame of reference for understanding the negotia-
tion process and few ways to assess whether the results were actually as
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good as they could have been or have met the most important needs of
the organization.

This leads most organizations back to that most dangerous myth of
negotiations—that negotiation is an individual activity, that negotiations
succeed or fail based on the skill and ability of one, or even a few, individu-
als at the table. Individual negotiation skills, as we’ve said, are important, but
are nowhere near enough to ensure success on a regular basis. We put our
faith in the person leading the negotiations and hope they deliver a good
result each and every time. And if they don’t, we blame that individual and
replace them.

As one wag once put it, changing negotiators when they fail is a lot
like changing deck chairs on the Titanic—regardless of where you’re
sitting, the ship is still going down. Until the organization can identify
where negotiations fail and why they succeed, until they can navigate
those difficult waters, they will be prone to hitting icebergs rather regu-
larly. And like the iceberg that the Titanic hit, the choice of negotiator
is really just the tip of that iceberg. What lies below the water, out of
sight, 1s what creates success, what supports the tip of the iceberg that
we actually see.

What supports success in any negotiation are two critical elements
that rarely get the attention they deserve. First, the clarity of the strat-
egy, values, goals, and interests that essentially define what success actually
means. And second, how well the frameworks, processes, measurements,
resources, and incentives within the organization are aligned to develop,
support, and guide the negotiators at the table toward that success. In this
chapter, we will see how to assess the current level of effectiveness of any
organization’s structures and processes in their negotiation function. The
result of this assessment will help to create a clear path to consistently bet-
ter outcomes, a plan for implementing simple structures and processes so
that negotiation becomes a competitive advantage in meeting the organi-
zation’s strategic goals.

Negotiation Assessment Tool (NAT)

The first step in dramatically improving negotiated outcomes is diagnosing
and assessing the current state of affairs. A common view from the medical
world puts it simply: “Prescription without diagnosis is malpractice.” We
agree. The first step toward engineering better performance through the
Negotiation Capability Model (NCM) is having a simple diagnostic tool for
understanding the status quo, for understanding what is being done well and
what is missing. The NAT does this.

The NAT identifies four distinct levels of the NCM and identifies how
effectively any given organization is approaching their negotiation process.
Each level has clear behavioral markers that can be easily recognized and
assessed.
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Level 4:
Optimized
Performance

Level 3: Adaptive Flexibility

Level 2: Repeatable Competency

Level 1: Ad Hockery

Figure 1.1 The Negotiation Assessment Tool

Level 1: Ad Hockery

Few organizations pay zero attention to how they negotiate important mat-
ters. Most commonly, however, negotiations are led by busy people who
tend to prepare just before they go to the table. They cram in whatever
prework and preparation they can given their time pressures and resources.
Each negotiation gets time and attention at the last minute, and negotiations
take place in a fluid, shifting environment, a type of “just in time” negotia-
tion. Each negotiation looks different from the last, each is prepared for on
a one-off basis, reactively rather than proactively. Unfortunately, anything
done from a seat-of-the-pants reactive perspective is not a failed system. It is
no system at all. It is an approach we call Ad Hockery.

Ad Hockery is the most common state of negotiations for many organi-
zations. The business environment is constantly shifting—other parts of the
organization are grappling with different challenges; priorities either change
or are subject to competing interests within the organization; people come
and go—and in the middle of all this we have to negotiate a supplier con-
tract, a collective agreement, a strategic partnership, venture capital financ-
ing, a distribution agreement, and so on. The organization, not knowing
what else to do, hands this off to its top negotiator in the organization, who
jumps in at the eleventh hour. Or the organization presumes that someone
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Level 1: Ad Hockery

Figure 1.2 Ad Hockery

with professional expertise or significant knowledge of the situation will also
be an effective negotiator, regardless of their understanding or experience
of negotiation as its own area of competence. There is a belief that simply
being articulate and knowledgeable will be enough for success at the nego-
tiation table. And everyone, in the end, does the best they can.

Under these circumstances, each and every negotiation, each and every
outcome, ends up being unique. And ad hoc. Ad Hockery looks something
like this:

e Negotiation is the responsibility of each individual who negotiates. They
are accountable for delivering a deal, and only the deal itself is assessed in
the end. Some in the organization like it, some don’t. We move on.

*  Negotiation processes vary widely—no systematic or standard approach
exists, each negotiator does what makes sense to them—some prepare
weeks in advance, some the night before.

*  Negotiators rely heavily on tactics they’ve learned about through trial
and error, or tips and tricks they learned in a short training course they
took a few years ago.

e Negotiations are high-stakes, often driven by a predictable deadline but
left to the last minute (a contract expiring, a sudden change in costs).

*  Negotiations are high on adrenaline, brinkmanship, and luck; they are
low on planning.
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e Few measurements or metrics guide the system—anecdotal informa-
tion is the best available data.

e Each negotiation is conducted within its own context (often resembling
a vacuum). The broader organizational strategy and values are rarely
included in the process; or worse they are seen as the exclusive purview
of senior management and simply not shared or communicated.

*  Negotiators are either hired for their experience or are offered a few
days of training at a generic training program. This training, if offered,
is rarely linked to the organization’s specific needs, strategies, or values.

e The “best” deal is achieved, whatever that means at the time, and the
organization adapts to it and moves on to the next challenge.

e Negotiation success depends only on moves made at the bargaining
table in real time. There is very little thought given to the broader
negotiation process itself.

e Negotiations typically focus on numbers and highly “tangible” elements of the
deal, with both sides often jumping into trading offers quite early in the pro-
cess. Many deals are achieved through “horse-trading” at the end of the day.

*  Negotiations often feel quite difficult, and idioms such as, “We knew it
was the best deal possible because we were equally unhappy,” character-
ize the thinking.

Organizations stuck in Ad Hockery are truly stuck. Without a foundation
or a baseline approach that is understood and applied, the random effects
of Ad Hockery will simply continue. Combined with the fact that the odd
negotiation exceeds the organization’s expectations, it can even appear that
this ad hoc approach works—like the gambler who remembers only the few
hands they won, forgetting or ignoring all the losses that came before and
after that rare winning hand. Unfortunately, at least some of the time we
feel like we won. Other times, we'’re not sure if we succeeded or not, to be
honest. We may walk away thinking we achieved something when there was
actually a much more advantageous deal to be made.

A recent client is a good example. A manufacturer and its union typi-
cally negotiated a collective agreement every two to three years. On the
union side, the team had about 80% turnover on their bargaining team each
time they negotiated. On the management side, they had lower turnover
on their bargaining team, but senior management did change regularly, and
the organization seemed to alternate between having the director of labor
relations lead the team and hiring an outside negotiator to come in and lead
the bargaining for them.

In every round of bargaining, either one side or the other had new leader-
ship and each round of bargaining was different. The parties rarely spoke before
arriving at the table, and each round had major surprises that often stalled nego-
tiations, sometimes for weeks, even months. Because of this history, manage-
ment rarely shared all their information with the union, fearing it would be used
against them. Both parties relied on cherry-picked information taken from vari-
ous sources, such as the current rate of inflation or the current unemployment
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rate, with very little context. Without good processes and clear information,
bargaining each round turned into a simple test of wills. Over many years, few
changes to the collective agreement were negotiated by the parties unless an
actual strike or lockout took place. Neither party could predict what would
happen at the table, and both accepted deals they didn’t like, only because it was
better than another labor disruption. Ad Hockery reigned for many years before
the parties started to think that there might be a better way. That better way 1s
establishing repeatable competency in the negotiation process.

Level 2: Repeatable Competency

Level 2 of the NCM is the level of Repeatable Competency and is the start-
ing point for building a negotiation system that will deliver consistently good
outcomes for the organization. Repeatability is the foundation for being able
to sustain success. It’s only when we have a consistent approach, however
simple, that we can start to identify what activities promote success, what kind
of preparation helps build agreements that meet the parties’ needs, and what
behaviors strengthen the relationship with the other party. Having a repeatable
negotiation process is the first level where there is actually a “system” in place.
‘Without a system of some kind, Ad Hockery is the order of the day—every
negotiation is different and each negotiation comes with unexpected surprises
that cause both parties to react reflexively under pressure.

Level 2: Repeatable Competency

Level 1: Ad Hockery

Figure 1.3 Repeatable Competency
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When an organization has a repeatable process built on basic competen-
cies, the focus is primarily internal. The basics are given the attention they
deserve. Level 2 creates and supports some of the following:

*  An understanding of the role the organization itself plays in ensuring
repeatable successes in key negotiations

e Clarity of organizational strategy, values, and direction that can be used
to support individual negotiators

e A process for preparation that is enacted well in advance of a negotia-
tion, with enough time to do it well. Preparation can include some or
all of the following:

Understanding what happened in prior negotiations

Collecting clear data and metrics within the organization

Completing a needs analysis with internal stakeholders

Aligning organizational goals and values with individual negotiator

behaviors

o Training negotiators in the appropriate negotiation skills and
behaviors

o  Giving individual negotiators access to peers and mentors for support

o Creating a strategy for each negotiation that defines success, along
with an understanding of why

o Developing a clear communication and feedback process to moni-

tor the negotiation as it proceeds in real time

© O © ©

A basic repeatable approach serves as the price of admission into the world
of professional negotiation practices that yield consistent results. Level 2
organizations have a clear framework along with repeatable processes that
help the organization quickly discover what activities lead to stronger prepa-
ration, better outcomes, and more effective strategies when negotiating.

Tired of Ad Hockery on their sales team, a new sales manager introduced
new activities and required them from all salespeople. First, they required
that salespeople not meet with clients until they had a history on both the
prospect and the person they would be negotiating with. Second, they asked
for a description of their strategy in meeting with a prospect—what infor-
mation the salesperson wanted to gather before any presentation, a clear
needs analysis from the client, and a specific goal for the first and second
meeting with each client. They insisted that the first meeting not have the
goal of closing a deal—that could come only in the second meeting. Finally,
they required that each salesperson talk to their production staff internally
for volume and delivery time estimates before any second meeting, to ensure
they could manage the clients’ expectations effectively.

The result was an improved ratio of time spent negotiating to deals made—
their salespeople spent far less time with prospects that simply weren’t going to
be good clients. In addition, client satisfaction also went up, helping improve
the retention rate for renewals. Since managing client expectations was now
built in as part of the sales process, these metrics started to improve across
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the board. Finally, a client feedback process they introduced showed that cli-
ents were impressed—salespeople had a good background on them and clearly
understood their business needs better than their competitors. In addition, they
telt they could trust the company more, a key indicator of long-term success.

Level 3: Adaptive Flexibility

After an organization has focused internally and implemented consistent pro-
cesses and a framework that all negotiations follow, the negotiators can then
start to focus more of their attention across the table in their preparation.
Level 3 of the NCM brings a focus on adapting the repeatable processes
implemented at Level 2, adding skills and strategies specific to each nego-
tiation. When there is a deeper focus across the table during preparation,
it becomes easier to modify negotiation strategies during the negotiation
itself. In this way, adaptability and flexibility become core competencies. The
negotiation system can become more tailored and more nuanced to respond
to unique situations with unique solutions that can benefit both parties.

Level 3: Adaptive Flexibility

Level 2: Repeatable Competency

: Level 1: Ad Hockery :

Figure 1.4 Adaptable Flexibility

Level 3 focuses on the following processes:

*  Deeper use of metrics in guiding negotiations, especially metrics that
focus on data and information about the party across the table

e Deeper use of negotiating skills in the preparation phase. This might
include analysis and application of important negotiating tools such as
Best Alternative to No Agreement (BATNA) and Worst Alternative to
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No Agreement (WATNA), assessment of the negotiating styles of the
other party, and so on

e Better research on the other parties’ history, needs, values, and interests
before any negotiation takes place

e Setting clear relationship goals as part of the negotiation process

¢ Ongoing assessment processes to identify when to step back and adjust
mid-negotiation, if needed

e In-depth debrief of every negotiation to enable a continuous learning
process for the whole organization

A large chemical plant and refinery was owned by three joint venture partner
corporations, each one owning a difterent percentage of the facility. They had
struck a joint venture council where issues and concerns were brought. Over
the years, this council became less and less effective. The largest partner, a
major oil company, owned 45%, and felt that the partnership was struggling.
Each party had noticeable turnover in their senior leadership, and the newer
members of each team resisted the way the council raised and addressed issues.
There was a great deal of back-channel talk, little progress on the larger issues,
and the partnership was clearly strained. The council had clear (if rigid) pro-
tocols for creating agendas, deciding which issues would be addressed, how
often they met, and who would attend. But it wasn’t working.

The largest partner finally put their concerns on the table, along with a pro-
posal to revamp the council’s negotiation and problem-solving processes at a
basic level. To their surprise, the other two partners quickly agreed. They dis-
covered that the basic framework for the partnership was still working but sim-
ply wasn’t flexible or creative enough to address the problems they were facing.
With the help of an outside facilitator, barriers were identified, better meas-
urements were put in place to monitor the speed and focus of issues that were
raised, different types of issues (technical, human resource, marketing/sales, etc.)
were categorized along with different approaches that were tailored to each
type of problem. Parties began speaking frankly at council meetings instead of
after the meeting, leading to a far better understanding of each other’s goals and
objectives. As speed-to-solution improved dramatically, best practices began to
be shared and tried in different areas of the partnership. All partners reported a
significant improvement in alignment and collaboration at the facility.

Where Level 2 establishes a basic system focused internally, Level 3
extends that internal system to include a clearer focus on understanding the
other party and the relationship, creating critical intelligence to help the
negotiator engage and problem-solve effectively at the table. In addition,
continuous learning becomes automatic, turning the negotiation experi-
ence into a learning center for the whole organization.

Level 4: Optimized Performance

In Level 3, some focus on the other party, on their values, needs and inter-
ests, takes place. Level 4 of the NCM, however, turns each negotiation into
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a form of partnership, one where value gains are made jointly. The process
starts by engaging the other party to jointly build the negotiation process.
Rather than each party preparing separately and meeting at the table, parties
meet early and prepare the process from the beginning, often designing joint
data collection and sharing, engaging subject matter experts, and identifying
mutual value gains together. It is only after Level 3 is strong and adaptable
that Level 4 can be reached.

Level 4:
Optimized
Performance

Level 3: Adaptive Flexibility

Level 2: Repeatable Competency

: Level 1: Ad Hockery :

Figure 1.5 Optimized Performance

Level 4 processes can include the following:

*  Negotiation strategies and goals are shared at the beginning of the process,
and negotiations aim to transparently maximize both parties’ interests

e Parties prioritize the relationship as a core value in the negotiation

e Effective use of negotiation aids, such as software systems and joint data
gathering, allow for deep data creation and sharing

e Negotiations take a medium- to long-term view from both parties’
perspective

e Value creation takes a significantly larger role than value claiming

*  Negotiation strategies are adopted that may impact the norms and
standards of the industry itself

Level 4 1s not achieved often, for a couple of reasons. First, and most likely, is
that few parties achieve Level 3 adaptability and flexibility in their negotia-
tion practices. Level 3 requires resources, focus, and leadership to achieve,
and frequently Level 2 is seen as a significant enough accomplishment. Level
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3 requires full organizational alignment to ensure that negotiation successes
are not simply the result of Ad Hockery and luck, not the result of one
talented individual who may or may not stay with the organization for the
long term or who may not be able to repeat their success.

Second, Level 4 requires the right situation and context. Some negotia-
tions are strategically more transactional and not intended to be long term.
In these situations, Level 3 capability is the end point, the level that will
bring maximum value to that type of negotiation.

In the area of mergers and acquisitions, for example, Level 4 nego-
tiation approaches can be critical to creating and sustaining value.
According to Forbes magazine,' between 70% and 90% of mergers and
acquisitions fail to provide any value—an astonishing statistic. This fail-
ure rate is attributed, in part, to an unclear or absent social compact
between leadership teams. In other words, the leadership teams didn’t
engage in negotiating the process together, from the start, the way these
two organizations did:

Company A made a bid to purchase Company B. Company B pro-
duced a specialized product and was also known for having a unique,
flat organizational structure and culture that was a key to its success.
Rather than approach the purchase as a takeover, Company A met
with senior leadership at B and proposed more of a “merger of equals”
approach. Together, they identified metrics for success, jointly agreed
specific areas where B’s management team would have sole or primary
decision-making, and jointly agreed on a five-year strategic plan for
the merged entities. Then the parties agreed on a new organizational
chart for B, along with leadership attributes for any new leaders being
recruited to ensure there was a cultural fit for B’s values. Only then did
A and B negotiate a price and share swap structure that met both par-
ties’ needs.

NAT Questionnaire

Once the NAT' four levels are clear and understood, the first step for every
organization is to assess the current level of practice within their organiza-
tion. Each organization needs to know its starting point, what practices are
or are not in place, before any plans to make changes are considered. The
NAT questionnaire is the starting point.

Designed as a simple evaluative tool, the NAT questionnaire will identify
where an organization currently exists on the NCM, whether an ad hoc
approach is prevalent, where there are activities that are repeatable and con-
sistent, where practices go beyond repeatable to adaptable, and where the
organization has actually optimized the negotiation process. This question-
naire can be used to evaluate the organization as a whole or assess specific
areas within the organization, as needed.
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In addition, the NAT questionnaire assesses practices across three broad
organizational areas, categories that will be targeted for improvement
through the NCM framework which will be introduced in Chapter 3.

Strategy, Values,
and Direction

Human Capital &
Organizational
Investment

Organizational
Incentives

Figure 1.6 Three Organizational Capabilities
These areas include the following:

e Strategy, Values, and Direction: How clearly and effectively is the
strategy of the organization built into and reflected in all negotiation
activities? What organizational values have been embedded in the pro-
cess? How has the organization prioritized negotiation as a critical suc-
cess factor?

*  Human Capital and Organizational Investment: How has the
organization invested in and supported the negotiation function? What
approach to hiring the right people and retaining negotiation staff is
in place? How clear are the expectations, roles, and responsibilities for
both negotiation staff and support staff?

e Organizational Incentives: How well designed are the incentives,
both monetary and nonmonetary, around the negotiation func-
tion? What is incentivized, and how does that affect negotiation
outcomes?

A basic version of the NAT questionnaire is given in Chapter 9.

The NAT Questionnaire Applied

To get a practical sense of the value of assessing where on the NCM
an organization is performing, the following are two examples from
organizations that have applied the NAT, one a nonprofit and the other a
manufacturer.

Organization #1: The ABC Foundation is a nonprofit that receives
government funding for basic operational expenses and fundraises for
the additional money it uses to run programs for disabled people. Their
fundraising staff is constantly negotiating with wealthy individuals for
large legacy donations, looking for donation amounts, timetables, and
opportunities to name programs or endowments after the individuals
or families giving significant gifts. ABC has not been seeing increases
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in their donation base from higher-end wealthy philanthropists as they
would like to. The organization conducted a negotiation assessment
using the NAT, which revealed the following.

Level 4: Optimized
Level 3: Adaptability
Level 2: Repeatability

Level 1: Ad Hockery ] [ |

Strategy & Values Organizational Incentives
Investment

Figure 1.7 NAT Results for ABC Foundation

As you can see from the NAT for ABC Foundation, the organization
functions reasonably well at Level 2 on the strategy side, in that it pays
attention to its strategy, values, and goals in most of its negotiations. It
conveys the overall goals and values both to its negotiation staff as well
as to its donors. When it comes to investing resources in hiring, train-
ing, and supporting its negotiation staff, it operates only on an ad hoc
basis, basically letting their staff fend for themselves. On the incentives
side, they experience frustration and turnover since negotiation staff
do not see a long-term future or career path within the organization.
In both the latter areas, the organization is solidly in Ad Hockery,
which is fully reflected in the outcomes and results they are seeing.

Organization #2: The XYZ Corporation manufactures circuit
boards mainly used in smart appliances. They have been struggling
with bursts of strong growth followed by periods of flat sales for the last
five years. They have had a medium level of turnover in sales staff that
they don’t understand, since they offer one of the highest commission
packages in the industry and spend significant money on high-level
training and support for the sales team. The organization conducted a
negotiation assessment with the NAT, with the following results.

The NAT chart for XYZ Corp. let them see two causes for their medio-
cre results. First, their strategy is solidly in Ad Hockery, meaning that there
is very poorly sustained direction and focus at the strategic level for the
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Level 4: Optimized

Level 3: Adaptability

|
Level 2: Repeatability
[
Level 1: Ad Hockery [
Strategy & Values Organizational Incentives
Investment

Figure 1.8 NAT Results for XYZ Corp.

salespeople—they simply don’t see a bigger picture they can get behind. In
addition, even though significant focus has been put on training and sup-
port for the sales team, and even though commissions on the incentive side
are high, there is very little alignment between these three areas. This has,
ironically, reduced the level of commitment and value for the investment
XYZ has made in their human capital and incentive program.

Summary

The starting point for every organization is effectively assessing their current
practices. This will identify practices that can remain and be strengthened, as
well as identifying key gaps where the approach is more random and ad hoc,
typically costing the organization significantly in outcomes.

After a clear assessment of an organization’s negotiation capability using
tools such as the NAT questionnaire, what is needed next is a comprehensive
understanding of this: What negotiation processes—what specific activities
and best practices—can be identified and implemented to raise the whole
organization into Level 2 and beyond? The NCM provides the framework
to answer this question across six critical areas and helps create alignment
from the organizational level right down to the individual negotiator level.

Before we get there, however, an understanding of the negotiation field
and its underlying values and assumptions is necessary.

Note

1 www.forbes.com/sites/forbescoachescouncil/2019/06/24/most-mergers-fail-
because-people-arent-boxes/?sh=6e50ee2d5277
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2 Negotiation as Art
and Science

The negotiation field has spawned many different philosophies and ideas,
everything from power negotiating to mutual gains bargaining, from win/
win to win/lose, from competitive to cooperative to collaborative, and eve-
rything in between. The field has also promoted a wide range of strate-
gies, tactics, attitudes, and behaviors, many of which are contradictory—be
strong, be collaborative, make the first offer, never make the first offer, keep
them off-balance, be nice, tell a good story, show flexibility, never compro-
mise, knowledge is power, never share more information than you need to.
And so on.

These many different terminologies and styles have only served to clut-
ter the field, often obscuring the fact that negotiating, at its core, is simple.
Negotiation, in reality, is a form of problem-solving, and whether a problem
is large or small, it can be broken down into a series of simple concepts that
rely on a small number of equally simple tools and skills. This simplicity,
however, does not make it easy to master, and it does not minimize what
can be achieved through the negotiation process. The tools used to build
the ancient pyramids were also seemingly simple—the ancient Egyptians
had none of the complex and impressive machinery we have today. Yet these
colossal structures built using basic concepts and tools are still some of the
most impressive in the world.

In part, the reason the pyramids are still standing today is that even thou-
sands of years ago the pyramid builders understood that it’s the strength of the
foundation—whether for a pyramid, a house, or an organization—that will
determine success. The same holds true for a process like negotiating. The
foundational principles and processes, if strong, will lead to long-term success.

Once a strong foundation i1s in place, once there is a common under-
standing and framework for practicing negotiation, individual negotiators
can flourish, can begin to apply creative and flexible skills and approaches
that take the negotiation process into the realm of art. Without a strong
foundation in place, however, negotiation reverts quickly to Ad Hockery.

In this chapter, we will identify the foundational principles, ideas, and
tools that long-term negotiation success rests on. These tools are basic and
simple. And necessary.
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The Foundations of Negotiation

The field of negotiation, in many ways, was defined and professionalized
in 1965 by Walton and McKersie’s A Behavioural Theory of Labor Negotia-
tions.! Walton and McKersie created the groundwork for the first structured
approach to understanding negotiation, and to understanding and catego-
rizing the wide range of behaviors that occurred at the bargaining table.
Negotiation then entered the mainstream in 1981 with Roger Fisher and
William Ury’s book Getting to Yes.? Fisher and Ury built on Walton and
McKersie’s work by broadening it from its narrow focus on labor negotia-
tions to creating a framework that any type of negotiation could be under-
stood and assessed through. These seminal works contributed to a deeper
understanding of the key dynamics in negotiations and how individuals tend
to behave. Concepts such as positional versus mutual gains bargaining, win-
win versus win-lose negotiation, common versus competing interests, and
early thoughts on recognizing the value and importance of the preparation
process for negotiations advanced the science of negotiation immeasurably.

What Fisher and Ury as well as Walton and McKersie looked at was the
idea of how parties saw, or framed, negotiation as a process.

Negotiation Frames

‘What is your mental frame for negotiation? How does your organization think of
negotiation and what imagery and language does it follow? Is there a clear right
or wrong framing that we should all adopt? Does it matter? These authors, and
many others, saw that how we frame or understand the negotiation process deeply
influences our behavior as we negotiate. And by extension, the results we achieve.

Is negotiation seen as just a big poker match? A game where we con-
stantly try to see who has the best hand and determine when someone is
merely bluffing? Or is it a game of tennis, volleying back and forth and
trying to keep your opponent off-balance until the timing is right to go for
the kill shot? Is it war, where we assemble an arsenal and use this strength to
impose our will upon others? Is it Shakespeare, a theatrical endeavor with a
new language and a mix of drama and comedy? Is it a math problem like an
equation that can be solved with a clear right or wrong answer? Is it danc-
ing, a learnable set of moves done together that must sync up to the music
of the moment? Is it baking where all we need to do is bake a bigger pie and
everyone will enjoy a larger slice of dessert? Is it art or is it science?

The point of these questions is to help us assess how our organization and
our staff see and run the negotiation process. How many different concep-
tions of negotiation exist within the organization? How clearly aligned (or
misaligned) is each person’s understanding of negotiation? How did this
mindset come to be, and should it change?

Walton and McKersie were the first to challenge the normal framing of
negotiation as a competitive sport. Fisher and Ury took it much further,
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revolutionizing the thinking and the approach to negotiation worldwide. They
both achieved this by identifying one of the most foundational ideas in nego-
tiation—the difference between distributive versus integrative bargaining.

Distributive Versus Integrative

As humans, we are quite predisposed to seeing the world through a lens of scar-
city, which leads us to believe quite strongly that what we want or need must be
at the expense of others. In negotiation, where interdependence is part of the
activity itself, we so often view our path to gaining what we need (winning) as
one that requires others to give up what they need (losing). In other words, we
see the process as simply there to distribute what is being negotiated—money,
products, goods or services, and so on. This zero-sum distributive mindset,
this idea that what I gain must be a loss for you, is deeply embedded in human
culture through the idea of competition. Since the beginning of time, com-
petition has been linked to survival. People and animals compete for food,
for status, for money. On top of that, many of the great pleasures in life are
competitive—sports, school grades, and even work promotions—and all seem
to enshrine competition as the framework the whole human process oper-
ates within. When Darwin published his seminal theory of evolution, it was
tounded on natural selection or survival of the fittest. All life was seen as a
competition where only the winners survived. Distributive negotiation mirrors
this competitive and “win-lose” approach to bargaining.

Take, for example, sports. All sports are designed to have winners and
losers, with the critical determinant of success being whether or not we
scored just a bit more than our opponent. Even the definition of the word
“compete” has evolved over the years to embrace a zero-sum mindset. While
originally meaning “to strive in common” or “to come together, agree,” the
meaning of competition has shifted as our own presumptions have evolved,
to mean that we are “in rivalry against someone else.”* In the capitalist mar-
ketplace, this zero-sum mentality has been deeply reinforced with antitrust
laws that send the message that competition is king, and collaboration is seen
as both unethical and illegal—ignoring the fact that negotiation and collabo-
ration underpin just about everything inside and outside every organization,
and that only narrow types of collusion outside the organization are barred.

Overcoming this distributive, zero-sum mindset is no easy task. While
individual negotiators often realize the limitations of a win-lose mindset
and move toward a more “win-win” approach, this often puts the indi-
vidual out of alignment with the organizational mindset and culture where
winning is simply expected. It is, in fact, the organization that needs to lead
this change. We argue that it is a core cultural item for organizations to bet-
ter understand and embrace the effectiveness of a more integrative, a more
win-win framing of virtually all negotiation situations.

‘What is not often realized is that win-win and win-lose are not the only
results of any given negotiation or competition. A third outcome, a “lose-
lose” outcome, is often ignored by the parties, only to their detriment. In
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fact, when parties compete, they often assume that, like the many sports
we love to watch, the only thing to be decided is which team will win. It
seems obvious that when one team loses, the other must win. In our work
and personal lives, however, lose-lose outcomes are a very real possibility, a
direct result of seeing and approaching the negotiation process as a way to
decide which side wins.

Take civil litigation. When parties sue each other, it seems pretty clear that
each side believes that when they win, the money to make it all worthwhile
will automatically follow. In truth, this is rarely the case. A civil justice review
in the province of Ontario, Canada,® for example, demonstrated the folly of
this belief. The average judgment awarded to a plaintiff in the civil courts
in the 1990s was approximately $58,000. Yet the typical cost per party (for a
three-day trial, considered quite short) was close to $60,000. This meant that,
together, the parties were spending close to $120,000 on a system that awarded
a winning party (and assuming that they won!) only $58,000° against a cost of
$60,000. Many times, the award was far less than the claim, as well. It’s true that
the winning party could also be awarded some of their legal costs, but this was
rarely more than 40-50% of their actual costs. A typical result had the “win-
ner” awarded $20,000 of their claimed $58,000, spending $60,000 and getting
costs awarded of $25,000. The net result, for the winner, was a loss of $15,000.
The “loser” in this case lost even more: $20,000 on the claim, $25,000 in costs
to the winner plus the $60,000 they spent on their own lawyer, for a total loss
of over $100,000. In other words, most civil litigation claims are much more
likely to be lose-lose for both parties, much more likely that both parties will be
worse off in the end than any other outcome. The relentless pursuit of winning
is the single biggest reason for lose-lose outcomes.

A more integrative approach—a problem-solving mindset where interests
are pursued without assuming others need to lose something for you to
achieve them—is a foundational concept that both individuals and organi-
zations need to understand and structurally support to be successtul in key
negotiations. Integrative negotiation focuses on finding creative solutions
that don’t require either party to achieve their goals at the other party’s
expense. While win-win has become somewhat popularized as an easy
shortcut for challenging a zero-sum mindset, in reality it takes determina-
tion and skill to achieve one’s own interests without simply taking it from
the other party. In fact, integrative bargaining demands not only that you
achieve what you need, it also demands that the other party also get their
needs met as well. This requires a focus and skill set quite different than
simply competing with each other at the bargaining table.

Even in the world of economics, a field founded on the concept of com-
petition, the idea of distributive negotiating where one party’s gain must be
at another party’s expense is no longer accepted wisdom. As James Heck-
man, the 2000 Nobel laureate in economics said, “The single biggest mis-
understanding built into the mentality of popular culture is that one person’s
gain is another person’s loss.” Successtul negotiation, in other words, can
almost always result in both parties gaining value.
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The challenge, however, is that most organizations are structured and
individuals are incentivized to pursue zero-sum strategies and distributive
tactics, even when they may believe there is a more productive, a more inte-
grative, approach. This book provides clear strategies for how to overcome
this foundational barrier.

So, Just Be Cooperative?

So, if it’s just as simple as getting rid of our win-lose mindset, does that
mean if we simply cooperate with the other side during negotiations all will
be well? To answer this, let’s talk about a classic negotiation game.

“Win As Much As You Can’” is an important negotiation game examin-
ing this tension between cooperation and competition. It is typically a ten-
round negotiation game between four individuals (or organizations) where
the goal is to maximize one’s own score. For each round, participants have
two basic choices, play an X or play a Y, and the score is determined by the
combination of your own choice combined with the choices of your three
negotiation counterparts.

After each round, the combinations of Xs and Ys are recorded, and each
team receives points based on how many players played each card, the X or
the Y. As you can see from the payoff schedule in Figure 2.1, playing the
X card is linked to being competitive and self-interested, and playing the Y
card is linked to being cooperative, as follows:

Payoff Schedule

4 Xs: Lose 1 each
3 Xs: Win 1 each
1Y: Lose 3

2 Xs: Win 2 each
2Ys: Lose 2 each
1 X Win 3

3Ys: Lose 1 each

4Ys: Win 1 each

Figure 2.1 Prisoner’s Dilemma Payoff Schedule



Negotiation as Art and Science 31

This is a classic Prisoner’s Dilemma® game designed to explore how each
player can best maximize their own self-interest—how to gain the most
points. This seemingly simple game has many nuanced sub-lessons around
negotiation, but at its core it is exploring this choice around cooperation
and whether cooperation or competition will result in win-win, win-lose,
lose-win, or lose-lose outcomes.

For example, one party trying an “Always Cooperate” strategy of play-
ing all Ys may seem to make sense but typically fails when the other par-
ties simply take advantage of the constant Y being played. As an aggressive
union negotiator once said, “If I kick you in the teeth and you keep giving
me what [ want, ask yourself—why would I change?” A purely competitive
strategy of always playing Xs would seem to maximize your own scoring
but only if everyone else consistently keeps playing Ys. But why would
they do that? How many negotiators, charged with their own individual or
organizational targets, would be willing to continue taking it on the chin as
the other party wins? Not many. Because of this, the game often results in
all parties playing X, and all parties losing, over and over. Of course, there
are many strategies between always cooperating and never cooperating. So
what strategy leads to the greatest amount of success, leading to the highest
scores?

In the late 1970s, a number of computer tournaments were held to answer
exactly this question—which negotiation strategy optimizes our own suc-
cess?” Those initial tournaments consistently found that a simple strategy
of “Tit For Tat,” starting with cooperation and then mirroring whatever
your negotiation counterpart did in the previous round, was highly success-
ful. This “an eye for an eye but a gift for a gift” was a pretty good strategy
for finding this balance between cooperation and competition. This was
updated a bit with a strategy called “Win-Stay, Lose-Shift”, that built off of
the Tit For Tat principles of starting cooperative with a Y, punishing pure
competitors by matching their X so they lose rather than win, and also
taking full advantage of those who blindly continue cooperating regardless
of losing. The primary point is this: we must be prepared to adapt to the
circumstances to avoid a quick devolution into ongoing lose-lose outcomes.
Even where our primary goal is our own “win,” we must be attuned to the
idea that a more collaborative, problem-solving stance is far more likely to
get us there. A winning strategy is far more nuanced than blindly cooperat-
ing or blindly competing.

This idea that purely competitive or purely cooperative positions are often
predisposed to failure is a monumental shift for many individual negotiators.
We need to seek something different, a flexibly collaborative mindset, one
that can understand the complexities at play in our negotiations, creatively
explore interests and the dynamics of the moment, and respond appropri-
ately when another party becomes competitive. At the organizational level,
this shift is transformational.
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Interests

A young girl hurriedly walks toward the final box of Cracker Jack!” located
at the long end of the snack aisle. Just as she arrives and reaches for the box,
a teenage boy appears to suddenly grab part of the box and declares it as his
own. Both hold on to the one box tightly and begin to argue over who is
the rightful owner. The girl pleads, “I saw it first!” The boy retorts, “I called
ahead to make sure the store still had a box left!” The fight continues to
escalate, each making claims and justifications, each insisting they are clearly
in the right. So, what should they do to resolve this heated negotiation that
has only just begun to escalate?

Perhaps they could bring in a third-party, like the store clerk, to decide
who can buy it. Maybe they can look at the facts of the case, such as who
first had possession of the box? Did the boy actually call the store, were
they holding the item for him? Who saw it first, or who touched it first?
Or maybe the older boy can simply overpower the young girl? How about
a coin flip, or a battle of wits with the age-old game of rock/paper/scissors
(lizard/Spock)?'" A wrestling match might seemingly favor the teenage boy
but bigger upsets in sport have occurred. Maybe a compromise is in order,
and they should simply split the cost of the box and divide everything in
half?

‘What is the ideal way to resolve a negotiation entrenched in the oppos-
ing positions of “I want it!” and “No! I want it!”? As happens often in
negotiation, everyone focuses so heavily on their own desired outcomes
or positions that they fail to ask the underlying question of, “Why do you
want what you want?” Perhaps, if we explored the why behind this sim-
ple, yet passionate, negotiation we might learn the following: the teen-
age boy has been collecting the toys inside Cracker Jack boxes since he
was three years old and is hoping that a rare toy he needs to complete
his collection is in this very box. Furthermore, we might learn that he
is allergic to peanuts (yes, a dangerous condition for someone collecting
Cracker Jack toys!) and doesn’t touch the delicious snack inside. As we
turn to the girl to ask her why she wants the box, we might learn that she
has been craving the caramel popcorn and nuts in Cracker Jack for weeks
before finally locating a box. A shipping problem had made them nearly
impossible to find. Probing more, we might also learn that she thinks the
prizes are silly and throws them away, rarely even opening the small toy in
the first place. Armed with this new information, even the most novice
negotiator can now see a solution where they each get what they really
want—a snack for one and a toy for the other—without compromise and
without escalation.

In case this example feels too simple or contrived to apply anywhere else,
how hard is it to imagine a patent dispute being resolved with one party
commercializing the patent in the medical imaging industry and the other
party applying it in the security screening field, for example?
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Interests, uncovering the why behind all the potential positions or
demands that might be presented, are the fundamental currency for organ-
izations to be successful at problem-solving through integrative negotia-
tion. When we understand the why, like in our simplistic Cracker Jack
example, we start to see an array of options that not only satisfy our initial
ideas of what we want but also address the far more critical question of
why we want it in the first place. When buying a car, you might tell a car
dealer that you want a white car. Well, fine, but what if the model you like
isn’t available in white? Why did you want a white car? Is it because you
appreciate the simple aesthetic? Are you concerned about keeping the car
cooler in a warm-weather environment? Maybe you’ve bought into the
myth that white cars don’t get pulled over as frequently by law enforce-
ment and want to limit the risk of a speeding ticket? Are you worried
about resale value and recognize that white is by far the most popular car
color in North America? If you really wanted the dealer to help you find
the car that best meets your needs, you’d want to share why you came in
with certain preferences.

It turns out that individuals and organizations are far better at focusing
on what they want than why they want it. Focusing on interests, on the why,
is simple but powerful, and while it seems pretty obvious, it is rarely used
effectively by either individuals or organizations. Because of this, neither are
as good at negotiation as they could be.

For example, a client negotiating a contract with an advertising agency
may focus heavily on the agency’s hourly rate, working diligently dur-
ing a negotiation to drive down what the agency charges them for their
services. The agency likely wants to charge more, and they can easily end
up in a stalemate over the rate. Again, let’s ask the question, “Why do
they want a lower rate?” Even a slight change in our understanding can
have a significant impact on the negotiation. Let’s say the client wants to
reduce overall costs of advertising. Might there be other ways to get there
other than a purely distributive approach of reducing the hourly rate the
agency charges? Could the agency be part of the solution for reducing
costs on advertising without a reduction in their rate? Without a doubt!
Maybe a shift from traditional to digital media could give the client bet-
ter ad coverage at a lower cost overall? What if, in working together, the
company realizes that a major cost was in licensing music for TV ads and
together they decide to turn this item from a cost into a profit center?
Maybe have bands compete to be featured in a commercial that creates
national attention far beyond the TV ads themselves. Perhaps create a rev-
enue sharing model so both company and ad agency benefit. Options exist
just about everywhere, in every negotiation, and by jointly understand-
ing the problem better it opens the door to both parties getting far more
value than they anticipated. As a recent client said when they changed
their negotiation approach from long, detailed presentations to focusing
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on the interests of the other party, “That changed the whole conversation!
I learned exactly what they needed, and it made it a lot easier to actually
find a deal that worked.” The key is in making a fundamental shift away
from aggressively pursuing what we want to exploring why we want it.
Armed with that, the parties can then be far more open to the many ways
a given problem can be solved.

Even the decision to embrace negotiation as a core competency faces
this very challenge. Why do you or your organization want to become
more adept at negotiation? It is critical to understand the value you are
getting out of your current approach to negotiation, and to understand
what more could be achieved, and why. This will help inform how you
implement the Negotiation Capability Model and uniquely apply it to
your organization and context. Negotiations and negotiation programs
that solve the “why” problem—that are responsive to the underlying
interests at play—prove quite durable and sustainable. If your leadership
team decides to look for and find negotiation training, it’s fair to assume
that they want better negotiators in the organization, but for what reason?
To increase sales? To better retain customers? To retain talented employ-
ees? To help in preparing for large organizational change? To reduce the
amount of conflict across departments? To reduce product defects? Why,
why, and more why. Even after you accept the premise that training is
needed, it’s critical to know what areas need to be assessed for negotia-
tion capability and what an effective program would look like. Every-
thing depends on your why. What measurable impact are you hoping
an increased negotiation capability can achieve for your organization?
Without knowing this why, the outcome achieved in the negotiation
cannot be measured for success, cannot actually contribute to the goals
of the organization.

Ultimately, building negotiation capability is about zeroing in on the
core interests that need to be met. Interests, at the end of the day, are the
primary motivator for our actions and decisions. This is equally true of
the party we negotiate with. Once we focus our attention, our negotia-
tion skills toward interests, it becomes clear that an integrative approach
is a foundational and necessary part of the negotiation function in almost
every situation.

While interests serve as a critical motivator, another significant influence
in every negotiation is power.

The Role of Power

Power is a critical and mostly misunderstood dynamic in negotiation. Typi-
cally, as negotiators, we are taught to build our power before a negotiation
starts by just about any means possible, then to use that power to leverage or
“force” the other party into accepting what we want. Or to use our power
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to block the other party from forcing us to accept something we don’t want.
Either way, negotiating power is often seen as the most important aspect of
a negotiation. There are a number of problems with the use of power as a
way to succeed in negotiation.

First, power is primarily a tool used in a distributive approach to
bargaining, as we discussed earlier. When a party believes the only way
to get what they want is to find a way to take something from the other
side (a win-lose outcome), power inevitably becomes the focus. Unfor-
tunately, power begets power. If one party brings and applies power in a
negotiation, the other party feels compelled to defend themselves, also
with power. Soon, the negotiation i1s about making threats, withhold-
ing information (knowledge is power, after alll), inflicting pain, and
generally trying to win by any means. Power struggles are well known
to cost both parties a great deal. In labor negotiations, for example, it is
rare for either party to “win” when a strike or lockout takes place—at
best, each party simply tries to minimize their losses. Relying heavily
on power typically leads to everyone seeing all negotiations as distribu-
tive, resulting in relatively poor agreements when agreements can be
reached at all.

‘What is rarely understood is that power itself is highly unpredictable. In
one moment, a party may believe they hold a powerful position and rely
on it heavily, believing that power equates to winning. History has proven
this to be quite false. While it is fairly easy to determine which party has
more power on the surface, what cannot be predicted is how far any party
will go to apply the power available to them. The willingness of each party
to actually use the power they have is largely unknown, often by the parties
themselves, until it’s too late. The use of power often leads to rapid, and
unexpected, escalation.

A few examples. In 1976 in Northern Ireland, an IRA member named
Bobby Sands was sentenced to 14 years in prison for “criminal activity,”
l.e., terrorism. He was sent to Maze prison, a maximum-security jail, a
place where the government had maximum power over prisoners to dic-
tate every activity in their prison lives. Sands, seemingly without power
while imprisoned in Maze, started a hunger strike, gaining national and
international attention. This attention propelled him, during his hunger
strike, to actually be elected to the British Parliament as an MP for Bel-
fast, infuriating British authorities. Sands, and nine other hunger strik-
ers, eventually died from starvation, galvanizing support for the IRA and
swaying international opinion in their favor—all from a position of hav-
ing virtually no “power.” Sands took the little power he did have to an
extreme that the British government, seemingly holding all the cards,
could not overcome.

Historically, war has been the ultimate use of power. In the 1960s
through the 1980s, two superpowers, the United States and the (then)
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Soviet Union each fought a war that they lost and lost badly, when in
each case they maintained massive superiority in weapons and resources.
In Vietnam, the United States spent hundreds of billions of dollars and
many lives, only to retreat in failure. The Soviet Union did exactly
the same thing in Afghanistan, an expensive failure as well. Both faced
opponents with less resources and fewer weapons. Their opponents,
however, were more determined and willing to take many more risks,
something the more powerful nations and their armies could simply
not overcome. Power, in other words, has significant limitations as a
strategy.

These examples are dramatic, intended to illustrate the endpoint—the
logical (or illogical) outcome parties will face when power is the main driver
of negotiations. In addition, it should be noted that power-based approaches
are simply not sustainable. Unions cannot go on strike forever—strikes have
closed companies; the wages and jobs have simply disappeared. Suppliers,
even with monopolies, cannot force high prices indefinitely—companies
will at some point find new suppliers or technologies to end their reliance
on an unworkable relationship. Even where one side has significantly more
power to enforce their will, it will not last long, as power struggles are
simply not stable. Dictatorships, statistically, are the shortest-lived type of
government.

More importantly, however, is understanding that power, and distribu-
tive bargaining in general, almost always results in suboptimal outcomes—
for both parties. In an integrative bargaining process, the parties exchange
a wide range of information so they both can gain value from the out-
come. Often, as we said earlier, what is important to one party is less
important to another and vice versa. Integrative bargaining, then, results
in each party maximizing the value they receive by creating that value
collaboratively.

Within distributive bargaining, however, the only information shared
by a party will be the information designed to convince, force, or lead
the other party toward giving them what they want, regardless of all else.
Information on why the party wants something, or what the party’s goals
and objectives are, will be hidden out of fear that it can be used against
the party. When one or both parties are trying to minimize what the
other party knows, the outcome, inevitably, will be minimal gains for
both parties.

In the 19th century, an Italian engineer and economist named Vilfredo
Pareto described the Pareto frontier, or the Pareto curve of efficiency.
‘When applied to negotiation in an economic exchange, he showed that
there is a curve, or frontier, where maximum value has been achieved, as
in Figure 2.2. Any settlement that lands on the Pareto curve means that
regardless which party received the value, all value was allocated in the
exchange.
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Figure 2.2 Pareto Curve of Efficiency in a Two-Party Negotiation

Unfortunately, most negotiated outcomes get nowhere near the Pareto
frontier. In many negotiations, each party ends up receiving far less value
than was available, as in Figure 2.3.
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Figure 2.3 Suboptimal Outcomes in Distributive Bargaining
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Why? What happens in a negotiation that causes this result? The answer is
simple—when power is overused in a negotiation or when distributive bar-
gaining becomes the default approach, both parties tend to suffer. Maximiz-
ing value in a negotiation requires parties to share more information rather
than less. When parties are clear with each other on what they need and
why, when both parties focus on meeting not only their own interests but
those of the other parties as well, optimal solutions result. And by building
negotiation processes where parties collaborate on both process and out-
comes, long-term relationships and longer-term success also tend to follow.

It should be noted that power itself is neither bad nor problematic.
Power exists in every negotiation and should not be ignored, but neither
should it become the focus. At the end of the day, power exists for only one
reason—as a tool that may help a party get its needs or interests met. Power
is rarely an end in itself—it is merely a way to achieve or acquire what is
needed. Seen this way, power becomes only one pathway for a party to get
its interests met—and a high-risk pathway at that. There is an entirely dif-
ferent approach for a party to get its interests met, one that has a far higher
success rate than relying on power. Integrative bargaining, without ignoring
the power dynamic, can shift the focus directly toward interests, toward a
problem-solving approach that can meet many more of both parties’ inter-
ests than distributive bargaining can.'

One effective use of power is through the use of BATNA. BATNA is an
acronym for “Best Alternative to No Agreement.””> BATNA suggests this:
we all think we negotiate for what we want, but this is only marginally true.
In reality, BATNA tells us that we actually negotiate for the best alternative
that is available to us, whether we like it or not.

In 2013 at a General Motors plant in Canada, the parties concluded a col-
lective agreement that restricted the hiring of temporary workers. The union
representing the workers felt they were in a strong bargaining (i.e., power)
position and rejected any use of temporary workers, insisting that all new
hires be brought in as full-time employees. GM, not wanting to risk a strike
at that time, reluctantly agreed, as the assembly plant was running three shifts
and demand was high. GM saw agreeing to this term as their best alternative
when compared to a labor showdown at that time. In other words, reaching
agreement was their BATNA at that moment. But, as we’ve said, power is
fickle. GM was able to start increasing production shortly thereafter at another
facility, creating a better alternative for them going forward. Not long after,
through natural attrition, new employees were needed at the Canadian plant
to keep the full three shifts running. GM approached the union and again
requested the ability to hire temporary workers to give them more flexibility.
The union again refused. GM now explained that they had a new alternative,
which was simply to not hire anyone. While the new contract required any
new hires to be brought in as full-time employees, it did not require GM to
hire if they chose not to. GM explained that their new alternative was to shut
down the third shift once they didn’t have enough workers left to run it and
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lay off the remaining third shift workers. The union had exercised power to
deny the temporary worker classification in bargaining, and now GM was
exercising power in refusing to hire. The union refused to agree, staying with
power (and likely believing GM was bluffing). Instead, GM shut down the
third shift and laid off hundreds of full-time employees. A few months later,
still not hiring, GM informed the union that they were having trouble staff-
ing the second shift, and if still not allowed to hire temporary employees,
they would close the second shift resulting in more layoffs and move that
production to a different facility. This time, faced with a second round of
layoffs because of this power-based negotiation (a very poor alternative for
them), the union agreed to negotiate. Both parties came to the table, put their
concerns forward, and agreed to the hiring of temporary workers with full
union protection and a transition process to permanent employment within a
defined period of time. Hundreds of temporary workers were hired, and the
third shift was reinstated. GM achieved flexibility with the new temporary
workers and the union achieved the reinstatement of the third shift along
with benefits, seniority, and a path to permanent employment for the new
temporary workers. GM responded to power with power of their own but
kept the focus on interests, drawing both parties back down to integrative
bargaining.

There are many forms of power in any negotiation, but all share one
characteristic—it leads to distributive negotiations that will tend to get poor
outcomes for both parties. In the General Motors example, it was only after
both parties endured losses that a change to more integrative negotiations
took place. A core competency for organizations is to train and focus the
entire process of negotiation toward more integrative behaviors right from
the beginning.

Underlying this shift toward an integrative approach, however, is another
dimension to negotiation that is often overlooked. That dimension is the
quality of the relationship between the parties.

Relationships

Two graduate students studying negotiation were assigned to play a ten-
round Prisoners’ Dilemma Game (much like the one described earlier, only
a two-party version) where the outcome constituted 50% of their over-
all course grade and played out over ten weeks. Well-versed in navigat-
ing the cooperation/competition tension in maximizing their own success,
they engaged in an exploratory “Tit For Tat” dance and were finding a fair
amount of success in both playing the Y card. Their scores were growing.
Before the final round of the game, they were allowed to discuss strategy
to try to firm up any agreements. This was particularly noteworthy as this
final round of negotiation carried with it a multiplier of ten times the value
of any previous negotiation round. They had two other opportunities prior
to this one to reach agreement together and had made deals that both had
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honored each time. Through their consistent behavior and transparent com-
munication, they had earned each other’s trust. Yet, this was the last round
of the negotiation game, and one of the students recognized the opportunity
this presented. By breaching an agreement, by agreeing to play Y but actu-
ally playing X when the time came, there were enormous gains to be had. It
was the final round, the end of the assignment. The niceties no longer mat-
tered so much. Sure enough, the strategy worked! This student played the
X after agreeing to play Y and by surprising their partner this way earned
the highest score in the negotiation game and, subsequently, the highest
marks in the course. Yet, the win proved costly. Over the next 10+ years,
the two found themselves crossing paths professionally, having to negoti-
ate and problem-solve on behalf of their organizations. The losing student
never forgave the winner, and they could never reestablish a good working
relationship. Instead, any future negotiations (now with much higher stakes)
became a referendum on the strained relationship from the past. Outcomes
suffered. What was perceived as a simple transaction in a game at school
actually led to a thorny relationship for many years.

A significant barrier in finding ongoing success in negotiation has to do
with a mistaken belief that somehow, in each negotiation, we are forced to
make a choice of either getting a better outcome and damaging the rela-
tionship with the other party, or accepting less and maintaining the relation-
ship. So often this is seen as an either/or choice—negotiate hard and lose
the relationship or be nice, agree to less, and keep the relationship. When
negotiators see this as an either/or choice, regardless of which one is chosen,
long-term value will suffer. In our earlier example, the two students actu-
ally had both—they were each getting strong results and the relationship
between them was also strong. The student who breached the deal was set
to receive an A in the class already without any deceptive negotiation tac-
tics, yet decided to try for even more, knowing it would damage or end the
relationship. He chose results over relationships, thinking that would lead to
success. He won, but this narrow view of the value of relationships within
the negotiation process led to significant issues for years to come. Failing to
treat relationships as an important interest within the broader negotiation
can have consequences, and costs, that may be difficult to reverse.

Often, this choice we face between relationships and outcomes is a false
one—another pervasive myth that we must work to overcome. If we are
solving negotiation challenges by focusing on interests, we can transparently
pursue our own interests without the need for others to lose, without the
need to overpower them, without the need to trick them. These are choices
that negotiators often make because they fail to recognize that the true
power, the true path to gaining value, is in the alignment of our interests.
This is a power that can deliver outcomes while strengthening relationships
at the same time.

Perhaps the most neglected but important relationship in a negotiation is
the one an individual has with their own organization. When what is good
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for the individual negotiator is also good for the organization, when this
relationship is strong and aligned, sustained success is possible. As we will
explore further in the chapters ahead, these internal relationships are often
the starting point, the foundation, for being able to consistently engage in
complex problem-solving with our external negotiation partners.

True Self-Interest

Often, negotiations are derailed by that simple yet powerful drive we all have—
self-interest. What’ in it for me? Or, if you are craving another acronym—
WIIFM? In negotiation, we expect that each of us is motivated to pursue
outcomes favorable to our own interests. To the extent that our organization
has aligned organizational interests with individual ones, then our WIIFM
self-interest pursuit is not only good for us but also has us acting as a perfect
agent for our organization.

Distributive bargaining is the mot obvious form of self-interest. Each
party negotiates caring only about what they are getting, how it meets their
own needs, without caring how well the other party does. As we saw in
the Prisoner’s Dilemma game, striving only to maximize our own interests,
ironically, often leads to getting far less than we could have. In many cases,
being exclusively self-interested isn’t actually very, well, self-interested.

As paradoxical as it may seem, if what we care about is our own success,
then we must spend considerable time and energy in understanding and
caring about the needs of our negotiation partners across the table. True
self-interest 1s achieved by paying attention to not just our own interests
but the interests of the other party as well. The reason for this is simple: as
a party to the negotiation, they, just like us, have great influence on what
the outcome looks like. So even when we are primarily concerned with
our own outcomes, concern for the other party’s outcomes may prove to be
the most effective path to get there. In other words, integrative negotiation
brings with it a strong empathetic orientation—even if it is cognitive, not
emotional, empathy.

This means that, arguably, the only path toward true self-interest in negotia-
tionis by learning to become an empathetic negotiator. This is true forindivid-
uals and organizationsalike. Both cognitive empathy—an ability to understand
the needs and thoughts of the other party—and emotional empathy—
an ability to understand the feelings of others involved in negotiations—
are fundamental to our ability to navigate complex problem-solving as we
go after our own interests. Put simply, to get your own interests met, you
must be able to understand other people and their interests.

At the organizational and internal level, this empathetic path to achieving
our own interests is equally important. The organization must understand
the underlying interests of its negotiators and help make sure their interests
are aligned. Individual negotiators need to ensure they understand what is
important to the organization and work to ensure they are negotiating to
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that end. So often, this lack of cognitive and emotional alignment forces us
to make assumptions that serve us poorly. We begin to create false dichoto-
mies, such as assuming we must choose between the outcome of our nego-
tiations or the relationships surrounding them.

This basic paradox is often the undoing of an organization’s ability to
negotiate well. They fail to recognize that they must pay attention to
their own negotiator’ interests and create the support structures that help
them meet those interests. Instead, they often resort to rugged individu-
alism, assuming that individuals will brave whatever barriers exist in the
name of the organization. They fail to see what’s actually important to
their own negotiators, which in turn impacts the organization getting its
needs met.

As we will learn in the chapters ahead, achieving true self-interest in
negotiations will require a deep understanding and alignment with the
interests of others.

Negotiation Styles

Often, we are asked a basic question—what is the most effective negotia-
tion style? People are often looking for the best personality type or the best
persona to assume during negotiations that will prove to be eftective. They
might have an image of a negotiator from popular culture that they feel
exemplifies a smooth and effective talker and want some guidance on the
path to becoming that individual.

Well, we have some good news and some bad news. First the bad news.
There 1s no dominant negotiation style associated with negotiation success.
Research has looked at business-like styles, friendly styles, analytical styles,
and others, and none come out as more successful than any others." This,
interestingly, is the good news as well. The most effective style is the one
that aligns with your organization’s and your individual values. The style
that allows you to be able to follow evidence-based negotiation principles,
the style that supports an integrative approach in a way that works with, not
against, the overall strategy and goals of your organization, is likely the best
style. Choosing a style that aligns with individual and organizational values
will be the one that is most likely produce success, as you define and meas-
ure it for your organization and yourself.

In other words, the key practices that drive negotiation success are far
more strategic and process-oriented than they are stylistic. The choice to
take an integrative approach is far more important than whether the tone
is warm and friendly or cool and professional. Strategic choices may well
intertwine with stylistic considerations and cultural overlays but, at the core,
what leads to negotiation success rarely rests with the personal style choices
of the individual negotiator.

This leads us to our final foundational element to consider—the role of
complexity in the negotiation process.
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Embracing Complexity

For every complex problem there is an answer that is clear, simple—and
wrong. "

Negotiation falls into this trap regularly. As people, our brains like certainty.
When faced with complexity, many people are uncomfortable and reach for
a simple, clear answer—that is wrong. That is actually a poor solution to the
problem they face.

One of the attributes common to negotiators who fare poorly is that
they tend to approach negotiations as a series of simple, discrete, and inde-
pendent issues that can be solved quickly. They like the orderliness of a
linear approach. Often, for example, they learn the simple tactic of try-
ing to gain momentum in negotiations by solving all the easy issues first.
While momentum might be useful at times, it is too simplistic to think that
momentum alone can replace complex problem-solving. This approach of
treating each issue within a negotiation as its own independent mini-nego-
tiation can feel like progress (finding solutions on simpler issues) but might
actually be building momentum toward a stalemate over the more important
issues at play.

‘While taking the time to understand each other’s needs might feel slower
at first, it may actually be setting the stage for more genuine progress toward
a durable agreement. In some cases, we must go slow to go fast. Unfortu-
nately, keeping it simple and shallow isn’t always great advice for negotia-
tions and negotiation programs.

In addition to the underlying “why” questions that we need to ask, we
need to understand our priorities and the priorities of others. Part of the
complexity in negotiation that we must embrace is the idea that we don’t
care about every issue (or every negotiation) equally. Some issues are criti-
cally important, and others are more in the nice-to-have category. As part
of our predisposition toward zero-sum thinking, we often assume that if
an issue (or a negotiation) is of critical importance to us, it must be just as
important to our negotiation counterparts as well. We gird ourselves for
the fight instead of looking for solutions that actually provide value to both
parties, something often called “logrolling”'® or “dovetailing.” In essence,
logrolling is the exchange of taking less on one issue, usually less important
in priority, for gain on another issue, usually one that is more important
to us. This difference in preference or importance between the two issues
results in an increase of the overall value for both parties. This dovetailing
is a critical skill for integrative negotiation. It’s also nearly impossible to
implement at the individual level without understanding, deeply, the “why”
for both parties, the priorities of both parties, and having the organizational
alignment that we advocate in this book.

Think back to our Win As Much As You Can negotiation. Remember
the personal losses that flowed from trying to maximize each individual
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round (or issue) without consideration of the other parties at the table? It is
only when we embrace the relationship between cooperating and compet-
ing that we begin to move toward collaborating and the gains that come
from a more complex, nuanced, problem-solving approach.

In a similar vein, your organization is at a major disadvantage if you treat
each negotiation as an independent activity and predominantly the domain
of the individual negotiator. It is only when we see negotiation as a more
systemic, organizational activity that we begin to see our organization’s
negotiation competencies grow dramatically.

While often tempting to treat each negotiation as a standalone moment
or to think of an individual negotiator as the primary or sole driver of
negotiation success, it is only when we accept that all negotiations take
place within an organizational framework that we start to create the type of
negotiation success we aspire to have. The fundamental understanding that
complexity itself brings many options and ideas into play is often the key to
getting unstuck and unlocking the power of alignment.

Summary

The vast majority of negotiators believe that negotiation is their sole domain,
and that the success or failure of their negotiations rests primarily with their
own individual skill, strategy, and execution. This is a romanticized ideal of
rugged individualism where an individual can bootstrap negotiation success
on individual guts and guile. It is this fallacy that leads to fragmented behav-
ior at the table that is unable to fully realize consistent negotiation successes.

There is a set of skills and abilities each individual must master to be an
effective negotiator. In addition, organizations have a similar set of skills that
must be mastered and operationalized. Individual skills and competencies
matter, but they must be part of a larger strategic framework designed to
build organizational capabilities. These must be aligned. It is in that align-
ment where the true power to realize negotiation success resides. The NCM
is designed to do just that.

The following chapter will provide an overview of the NCM, outlin-
ing an approach for taking your organization from its current state to a
well-aligned negotiation machine capable of repeatable success, adapting to
the specific demands within your organization, and optimizing negotiations
throughout your key partnerships and industry.
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3 An Overview of the
Negotiation Capability
Model

In Chapter 1, we focused on assessing the quality of the negotiation pro-
cesses currently in place. The Negotiation Assessment Tool (NAT), when
applied, will clearly identify the activities and practices taking place in the
organization and will help identify the level and quality of those practices.
Establishing this baseline is critical in understanding your organization and
seeing the areas and opportunities for improvement. If Ad Hockery is pre-
dominant, results will be unpredictable and chaotic. A few negotiations will
go well (for reasons that are hard to know), many will be average at best,
and the rest poor or even disastrous (also for reasons that are hard to know).
Make no mistake, however, reasons will be found—after all, it’s human
instinct to find someone or something to blame.

Take, for example, a manager in charge of procuring computer chips for
a wide range of appliances that the company manufactures. These chips,
given their relatively low level of technology, are seen more as commodities
in the marketplace. Prices tend to drop every year, and the company buys in
quantity. As the procurement manager, they have little contact with senior
management that decides product strategy, and their director has set reduc-
ing procurement costs as a deliverable for them, one that will help deter-
mine their bonus. During the most recent negotiation, they were ruthless
with the supplier, aggressively reducing unit prices and demanding the deal
get done quickly and efficiently. It was perceived as a win in the moment,
and their director praised their success. Then the COVID-19 pandemic hit.

Suddenly, supply chains were thrown into shortage and the supplier
began curtailing shipments, which impacted production levels at their com-
pany. When the procurement manager called the supplier, they were told
their company would be supplied only after they had supplied their strategic
partners in other industries, clients who had taken the time to integrate
their supply chains for mutual benefit rather than buy primarily on price.
The director, with perfect 20/20 hindsight, now questions the procurement
manager’s judgment in treating a critical supplier this way.

It’s hard to fault the procurement manager since they clearly met their
goals, and the pandemic took everyone by surprise. But looking more
closely we can assess the actual reasons for the approach they took with this
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supplier. First, there was clear direction to reduce costs, with little discus-
sion or consideration of benefit versus risk—only cost seemed to matter to
the director. Second, this was reinforced by incentivizing them personally
for cost reduction—their bonus was dependent on it. Finally, there was lit-
tle overt discussion of product strategy with them. Even in their key role
of procuring an essential component, very little strategic direction filtered
down to them or influenced their approach to negotiations with this impor-
tant supplier.

It’s obvious that the easiest response in this situation is to simply blame the
manager of procurement, perhaps transfer them to a difterent position and
bring in a “better” negotiator. Problem solved, it would seem. Or would it
really be solved?

Likely, it wouldn’t be. If this organization were to conduct a NAT assess-
ment, they would quickly find that the real problem is that their procure-
ment negotiations have been conducted in an ad hoc manner. Replacing
the manager would simply be an ad hoc solution, where the organization
would be hoping the new person was “better” at the job—without having
any framework for what “better” even means. It would simply be assuming
that somehow the new negotiator would be better at muddling through the
lack of structure or clarity that this organization clearly suffers from. The
only thing predictable is the unpredictable nature of future negotiations if
the organization remains in Ad Hockery.

This chapter is about what “better” actually means when negotiating.
Or more precisely, developing a negotiation process that helps the organi-
zation know what “better” means in each and every negotiation and then
implement a framework that delivers “better” each and every time. The
Negotiation Capability Model (NCM) is that framework. The NCM makes
negotiation both an organizational competency as well as an individual one.

The Negotiation Capability Model

The NCM starts by helping the organization develop a clear (even if simple)
system, with repeatable negotiation behaviors and processes. Only when a
repeatable approach to negotiations is in place can progress be made toward
creating reliable and predictable results. Repeatable processes create the
foundation for the next step—practices that are nimble, adaptable, and flex-
ible, capable of delivering ever higher quality results reliably and predictably.
Finally, in certain cases, results can be fully optimized through a partnered
approach between the negotiating parties. All this while strengthening key
relationships along the way.

But how do we get there? What are the markers, the directions we should
be looking at to start establishing approaches to negotiation that work? What
do we do differently on Monday morning? How do we break out of our
win-lose mindsets and find ways to creatively problem-solve in our negotia-
tions? Is there a guide that can at the very least point us in the right direction?
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There is. The NCM is the starting point, a roadmap for identifying the
direction, activities, and processes the organization can use to begin identi-
tying and creating a negotiation framework that leads to repeatable, reliable
outcomes. In fact, it designs negotiation success in the same way civil engi-
neers design and build bridges and skyscrapers. Our process for designing
bridges and buildings ensures these structures successtully deliver results; our
process for designing negotiations should also deliver results each and every
time. The NCM can help to engineer consistent success at the negotiating

table.

Behavioral Engineering for the Negotiation Process

At the beginning of the book we introduced the idea of behavioral engi-
neering, pioneered by Thomas Gilbert. Gilbert’s book' focused on how
and why people in some settings were exceptionally competent, and in
other environments their performance was far from competent. His work
demonstrated clearly that individual competencies and skills were simply
not enough to produce consistent results, that the organization’s own pro-
cesses, capabilities and environment were a critical piece of the puzzle. He
described and identified specific areas needed for both individual perfor-
mance and organizational performance. The Behavioral Engineering Model
(BEM) that he, and others, developed distinguishes between the skills and
abilities that each individual brings to the table (their repertoire of behav-
iors) and the organizational context they operate within (the environmental
supports, resources, and direction that the organization provides). His mes-
sage was this: individual competence and success does not come from indi-
vidual skills and abilities, it is the combination of those skills in conjunction
with the organization’s skills and abilities, the environment it creates, the
resources it allocates, and the incentives it offers. Success comes only when
the two are designed and aligned. And it 1s organizational competence that
must come first, must take the lead, to produce consistent results.

Gilbert also researched exactly how organizations can create this environ-
ment for success; what organizational competencies must be met to deliver
results over and over. Behavioral engineering was his answer. Since its
inception, there have been more than a few different behavioral engineering
approaches designed for different industries, different activities, and different
types of organizations with great success, but none have focused directly and
exclusively on the negotiation process. None have directly assessed how to
engineer success before the negotiation begins, at the negotiation table, and
after an agreement is reached. Until now.

That said, all BEMs have identified this core need to develop both indi-
vidual skills and abilities alongside organizational resources and supports,
separately and together. In the field of negotiation, this has been sorely
lacking. As discussed in the Introduction, the field of negotiation has been
directed by damaging myths, the most significant one being the myth that
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negotiation is fundamentally an individual activity. The myth of the indi-
vidual negotiator has essentially sabotaged the field’s ability to engineer suc-
cess and has kept most organizations in a state of unproductive Ad Hockery.
We aim to change that now.

The NCM—Organizational Competencies

Applying behavioral engineering to the negotiation process has identified
three organizational competencies that set the stage for negotiation excel-
lence. As identified earlier, implementing key organizational competencies
is the critical first step to success. Three organizational competencies are
required for effective negotiation, as identified in the NCM model. In this
chapter, we’ll give you an overview of these three organizational Key Per-
formance Areas (KPAs), how they link to three individual KPAs, and outline
where the highest leverage for designing success in negotiation 1s located.

SVD

Strategy,
Values, &
Direction

ol

Organizational
Incentives

Human Capital &
Organizational
Investment

Figure 3.1 The NCM—Organizational Competencies

Strategy, Values, and Direction

The first organizational competency is Strategy, Values, and Direction
(SVD). Negotiation, in the end, needs to be an enabler of the organiza-
tion’s strategy, an activity that furthers its goals and objectives. It may seem
obvious, but negotiators need to be regularly engaged in discussions around
the overall strategy of the organization, the direction on specific initiatives
the organization has decided to undertake, and the overarching values the
organization expects all staff, especially negotiators, to uphold.

Strategy takes many forms, depending on the context. Business strategy
is critical—is the market strategy to be low-cost, high-volume, and high-
market share? Is the strategy to focus on a niche market that is high-margin,
low-volume, and low-market share? Where does service fit into the strat-
egy? In our earlier procurement example, if the organization’s strategy is to
maintain significant market share for its appliances, then a guaranteed high-
volume supply of computer chips with minimal chance of disruption would
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be a strategic goal. The negotiation strategy should have taken into account
priority of supply, even if it cost a bit more per unit. Instead of the best out-
come being the lowest price, the best outcome would be guaranteed supply
at a fair price. Without a clear strategy guiding the negotiator, what appears
to be a good outcome can instead be counterproductive.

Direction is an extension of strategy. While strategy tends to be overarch-
ing, direction is more tactical and narrower. If a product line is being phased
out, for example, supplier terms should be negotiated that plan for this goal.
If an organization is facing retention issues with staffing, its bargaining team
will need to prioritize retention ideas in collective bargaining. Clear direc-
tion around specific issues or goals must be communicated, even overcom-
municated, to bargaining leaders to ensure the organization’s needs are met.

Values are also of critical importance to engage with and communicate
to people leading negotiations. Many an organization has negotiated what it
thought was a great deal, only to find that the deal itself violated the values
that the organization espoused.

When Hertha BSC, a Berlin-based professional football club, was look-
ing for a new sponsor, it focused on maximizing revenue from the deal. It
negotiated an agreement with an online gambling operator, Bet-At-Home,
to sponsor the players’ kit and apparel, setting a record for revenue from
sponsorship of this kind. But in its focus on revenue, it completely missed
the values piece of the puzzle. Having a gambling operator as a sponsor
was completely out of alignment with the values of its league affiliations
and fan supporters. With Bet-At-Home now emblazoned on their apparel,
jersey sales plummeted, and there were a number of matches where their kit
wasn’t permitted at all, reducing revenue from the new sponsor and requir-
ing the club to produce and maintain a full set of uniforms without the new
sponsor on the jerseys. The deal, which looked so good at the beginning,
cost the club both fans and revenue, all because values weren’t a part of the
negotiation.

More recently, in 2018, it was revealed that Google was doing contract
work for the US military, specifically assisting with data to support drone
strikes. This from a company whose motto was simple: “Don’t Be Evil.”?
Many employees of Google revolted—over 3,100 signed an open letter
stating, “We believe Google should not be in the business of war.” Three
months later, after this embarrassing public spat with its own employees,
Google did not renew its contract with the military. The leaders who nego-
tiated that deal had not paid attention to the company’s values beforehand
and could have saved themselves a great deal of reputational harm as well as
employee trust had they brought Google’s values into the negotiation from
the start.

The SVD practice area is the starting point, as it creates the overall
organization-wide framework for establishing a negotiation process that serves
the values, culture, and direction that the organization wishes to achieve.
Organizational values are then reflected in each negotiation, strategic goals
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are established and pursued at the negotiation table, and negotiation as a skill
set is valued as a critical organizational competency. The following goals and
key concepts are focused around the SVD key performance area:

1. Organizational values related to negotiation are identified and
developed. It must be crystal clear to everyone what the organization’s
values are, and what the high-level strategy for the organization is in
relation to how it negotiates:

*  Does it primarily value “winning” a negotiation?

*  Does it value longer-term partnerships with suppliers and business
partners? Does it value price? Reputation?

¢ What does negotiation success mean in this organization? For each
specific negotiation?

*  How important is the ongoing relationship with the parties in each
negotiation?

e What are the organization’s ethical standards and practices?

*  How well are the organization’s values represented in negotiation
training programs?

These may seem like obvious questions, yet every organization answers
these questions by their choices and their behavior at the bargaining
table. When these questions are answered clearly and explicitly, it starts
to create a framework that shapes the direction of all future negotiations.

2. Strategic negotiation processes, including planning and exe-
cution, are defined through specific procedures and practices
that are implemented routinely in every negotiation. This may
include answering the following:

*  What planning and preparation steps must be executed for each and
every negotiation?

e What data must be gathered prior to and during the negotiation?

e What must we know about the other party before going to the table?

*  How clearly have we identified our short- and long-term goals
with each negotiation?

Negotiations rarely succeed because of what happens at the bargain-
ing table—they succeed proportionately to the amount and quality of
preparation that takes place before the negotiation formally starts. Just
as the negotiation itself cannot be left to the personal feelings of the
negotiators on a given day, nor can the preparation process itself be left
to the personal preferences of each negotiator. Preparation needs to be
planned and defined, following a similar process each and every time.
‘While the process can and should be scaled to match the complexity of
each negotiation, the preparation process needs to be a repeatable and
clear process followed for every negotiation.



52 An Overview of the Negotiation Capability Model

Execution must also follow clear roles and responsibilities. The negotia-
tor or negotiating team must have clear scope of authority to conduct
bargaining, and this responsibility, along with appropriate authority,
must be respected. At a large manufacturing firm, the negotiating team
reached an agreement with a distributor that both parties felt met their
interests well. Three days after reaching the agreement, the lead nego-
tiator for the distributor called, asking why the manufacturer had uni-
laterally reduced their price, after signing an agreement, by another 1%?
The manufacturer’s negotiator made a few calls and found out their
CEO had spoken to the CEO of the distributor and unilaterally offered
them another 1%! Both negotiators felt they just had the rug pulled
out from under them. When roles and authority aren’t respected, it can
undermine the relationship for years to come.

3. Interest-based and integrative approaches to negotiation are
prioritized. While both integrative and distributive negotiations can
be appropriate, the organization must understand that an integrative
approach is much more successful at creating value for all parties and
achieving long-term sustainable results. Distributive negotiations deliver
short-term results that rarely build and sustain long-term strategy. For
this reason, the negotiation-competent organization prioritizes and
builds capacity for integrative, interest-based approaches as a primary
strategy. This includes answering the following:

e What value can be created in this negotiation for both parties?

* How important is this relationship to the organization from a
short-, medium-, and long-term perspective?

e What interests, other than price, are we trying to get met?

It is also true that not all negotiations will end up being integrative—it
is not uncommon that one party will simply behave in a distributive
manner. For this reason, having skills at distributive bargaining is also
required, along with the ability to guide distributive approaches from
one party back toward an integrative process.

4. Clear measurements and key performance indicators (KPIs)
for the negotiation process are in place and aligned with the
organization’s strategy and values. This includes answering the
following:

*  What are we measuring and why?

*  How do we know a negotiation was successful? What metrics will
tell us that?

*  What measurements are meaningful for the broader negotiation
process at our organization?

e What goals were not achieved? Why?

*  How do we use these measurements to improve the next negotiation?
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The importance of metrics, however simple, cannot be overempha-
sized. Without metrics that create a process of continuous evaluation
and learning, the negotiation process will slowly slip back into reactive
behaviors that keep the organization in Ad Hockery. In many ways,
measurements and KPIs serve as quality control for the negotiation pro-
cess, ensuring it has the same quality checks and balances as any product
that is manufactured.

The importance of anchoring negotiations and decisions in clear SVD can-
not be overstated. In 2021, after a decade of resisting significant public pres-
sure from key stakeholders, Harvard University conceded and announced
it would divest its then $41.9-billion-dollar endowment from direct invest-
ments in fossil fuels. For many years, the University had seemingly oper-
ated with only one value and direction—to maximize the return on their
endowment. Even though Harvard espoused values of community, equity,
and integrity, these simply were not seen to be applied to its investment
behaviors. It took a decade and a great deal of reputational harm for Har-
vard to realize that their constituents expected these other values to be taken
seriously as well. By not making sure their values, strategy, and direction
were integrated into their investment negotiations, significant conflict and
tension surrounded the university for more than a decade.’

Human Capital and Organizational Investment (HCOI)

Organizations invest significantly in many areas of their business, including
real estate, equipment, IT infrastructure, recruitment and retention, train-
ing, and more. Yet how much is invested specifically in the human capital
side of the negotiation function?

An effective negotiation team starts with hiring. How well has the com-
pany identified the skills or behavioral profile for the type of negotiators
they are looking for? In other words, how generic versus how specific is it?
The next is infrastructure. What kind of software or development tools have
been provided to assist with negotiations? What kind of databases have been
implemented to inform and support future negotiations? And staffing. Has
staffing been properly assessed to give negotiators the resources they need to
prepare effectively for every single negotiation?

One of the challenges for organizations is that the resources needed for
effective negotiations are not simple to define. Unlike equipment needs or
technical training, negotiation seems a “soft’” activity, one that focuses, once
again, on individual skills. While individual skills are an important part of the
equation, the organizational side is critical and many times is missing. Time,
for example. When does the negotiating team start preparations? A few days
before negotiations start? A month? Experienced negotiators will often say
that the day a contract is signed is the day negotiations start for the next one.
Yet, how often is time allocated to collect important data from day one?
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To illustrate, imagine a sports team trying to sell tickets to their events.
This would seem to be a fairly simple transaction, not one that calls for a
more interest-based or relational negotiation. But what if the team identi-
fied and gathered specific customer information into their customer rela-
tionship management (CRM) system that allowed them to understand the
broader interests of their customers? Information such as: Why do they
come to games? Are they avid fans or special event purchasers? Do they use
this as a family experience? For business relationships? Furthermore, what
do they value the most at the event—an easy parking experience, or do they
bike to the stadium? How much do they typically spend on food and drink?
There’s no limit to the types of insights that can transform what appears to
be a transactional ticket sale to a longer-term relationship-based negotiation.
That switch in approach can also minimize attempts to make offers that
simply won'’t resonate—like offering free beer to a group of teetotalers. This
investment in improving data and information sets the stage for individual
negotiators and leaders to have the information and tools needed for success.

To effectively meet more than short-term needs, investments in time and
resources must be made, from hiring decisions to human resource policies
and procedures, to preparation processes and I'T support, to staffing needs.
If negotiation is seen solely as an ancillary or secondary activity, the lack of
investment will greatly impact the ability to be successful. As with most areas
of every organization, properly deployed resources improve results. Nego-
tiations must be seen this way as well.

So what, specifically, should an organization be focused on and investing
in? The following areas and key concepts will guide the organization toward
strengthening and supporting its human capital in the negotiation function.

1. Hiring criteria for negotiation staff is developed based on
organizational values.
Hiring right is the starting point for long-term success in negotiations.
Most hiring processes, however, take the wrong approach when hir-
ing negotiators. The emphasis typically falls on finding experienced
negotiators—which seems obvious. Unfortunately, this means the focus
becomes past negotiating experience and success. Yet hiring a negotia-
tor who comes from an environment of “negotiating as winning,” or
an environment of “negotiator as lone wolf,” or an environment where
core values were simply not paid attention to will import the worst
habits possible. This approach will perpetuate a “win some, lose some”
mentality that leads us back to Ad Hockery. Effective hiring should
focus on the following questions:

e What does the candidate see as core values for the negotiation
function?

*  What were the strategic goals of the negotiations they led in the
past? Can they articulate these clearly?
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e What fundamental approach, integrative or distributive, do they
take in their work? Can they articulate integrative approaches they
have used?

*  How much time and importance do they place on preparation and
data gathering?

*  How self-reflective are they, and how do they improve their
approach and skills on an ongoing basis?

*  How structured is their preparation process?

Human resource processes are designed to support the negotia-
tion function.

Negotiation is a function somewhat different from most other opera-
tional functions in an organization. Frequently, negotiators feel they are
alone on an island within the organization and often not understood by
the many departments they negotiate on behalf of. This sense of isola-
tion often reinforces an individualistic approach to the job and needs to
be addressed through robust human resource processes that support the
specific needs of negotiators. Effective human resource support should
focus on the following questions:

e How is performance evaluated for negotiators? How much focus is
on results versus good process?

*  What is the promotion and career path for people with negotiation
responsibilities? How is that skill set supported and nurtured?

*  Howishighperformance asanegotiatorrecognized? Acknowledged?

*  How much access to senior management do negotiators have?

Investment is budgeted for identified training, tools, and mate-
rials needed to support the negotiation function.

In many ways, we spend money on what we see as important. It’s no
different in how we treat the negotiation function in the organization.
Investment must be made to support the full range of activities we expect
to be implemented if we want to see long-term success. A lead nego-
tiator on a $50-million-dollar account described to us how he was also
responsible for booking dates with the other party’s executive assistant for
the negotiations, for arranging rooms at a nearby hotel, and photocopy-
ing and binding presentation materials for the sessions—a distracting and
poor use of a negotiator’s time. To achieve high-level outcomes regularly,
the organization needs to focus on answering these basic questions:

*  Does the assigned workload and timelines allow the time necessary
for preparation and planning?

e What kind of software, databases, and measurement tools are avail-
able for negotiators to use?

e What kind of administrative support is offered or in place?

e How well-developed are the training resources for negotia-
tors? Is training done in-house or outsourced? How well are the



56

An Overview of the Negotiation Capability Model

organization’s values embedded in negotiator training? Do we sim-
ply send negotiators to event-style generic training as a perk?

*  What kind of mentoring process is available to build skills on a
continuous basis?

Roles and responsibilities are clearly defined at all levels of the
negotiation function.

It should be clear that responsibility for sitting at the table and reaching
an agreement falls on the lead negotiator on that file. That said, there
also needs to be clarity on a number of other roles and responsibilities
within the negotiation process from start to finish. For example:

e Who is responsible for researching past agreements, history with a
supplier or partner, and gathering research on market conditions?

*  Who is responsible for ensuring clarity on the primary goals of
each negotiation?

*  Who defines and identifies the most important interests to be
achieved with each negotiation? What is that process, and who
leads it?

¢ Who has authority to make decisions at the table, and what is the
scope of that authority?

e Whoisaccountable for conductinga full debrief of each negotiation?

*  Who communicates the outcome, deal terms, changes, accountabil-
ities, and reasons for these to all relevant parties in the organization?

Measurements and KPIs are collected organization-wide and
audited regularly.

Once metrics have been established and negotiators regularly use KPIs
in their practice, a wealth of data and information is available. This data
must be reviewed and mined for organizational learning, feedback, and
continuous improvement. Questions include:

*  What activities are necessary and contributing to negotiation suc-
cess? How are these measured?

e What activities are not value-add and should be changed or
dropped? How do we know?

*  How effectively are the organization’s values and strategy being
achieved? What tells us this?

*  How accessible is the negotiation data for staff who would benefit
from it?

Human capital is the lifeblood of the negotiation function. Since negotia-

tions are conducted by a small number of people in the organization, there is
a great deal of reliance placed on them. Supporting the negotiation function
in a planned and structured way is the only way to ensure ongoing success
and improvement.
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Otganizational Incentives (OI)

A narrower organizational capability is the question of incentives. Just about
every policy, every communication, and every activity that is regularly
repeated in an organization creates incentives, and incentives will largely
determine behavior.

Incentives can be both monetary and nonmonetary in nature. Mone-
tary incentives are powerful in directing behavior, often taking precedent.
Stories are legion, however, about the unintended consequences of mon-
etary incentives. For example, an organization sees that one product’s sales
have slowed down, creating a glut of that product. They increase the com-
mission on selling that product while also clearly telling the sales team to
focus on selling their flagship product to build market share. Of course, the
higher commissioned product begins to sell like hotcakes, while the flagship
product languishes. Repeated messages, even threats, are issued to encour-
age sales of the flagship product, to no avail. By magnifying one incentive,
behavior will follow regardless of other directives. As the saying goes, actions
speak louder than words.

Incentives can also be nonmonetary. What is the career progression for
effective negotiators? If being promoted to a senior management role means
that their role as a negotiator is finished, this may be a clear disincentive to
seek promotion or even stay with the firm. Where do negotiators report in
the organizational structure? Reporting lines are often seen as a proxy for
importance. If negotiators rarely get face time with senior leaders, it will be
clear the organization places a low value on the function. If negotiators are
connected into the higher levels of the organization, this higher status will
be seen as an important benefit.

Measurements are subtle yet powerful incentives. It has become a truism
that what gets measured gets done. The fact that a particular behavior or
outcome is being measured brings attention and focus to that outcome and
often creates unconscious incentives.

Incentives are simply motivators, and before incentives are even consid-
ered, the organization should understand the types of motivators that have
the most traction with negotiation staff. Overall, an organization needs to
understand the incentives that will motivate the people, the negotiators, in
their organization. What are the goals, dreams, and interests of these people?
‘What makes them tick, gets them out of bed in the morning? What are they
trying to achieve, what do they see as an important contribution?

An obvious starting place is the type of organization itself. In a nonprofit
organization serving vulnerable people, money and bonuses would likely be
a disincentive rather than an incentive. In an investment banking environ-
ment, however, money would likely be high on the list of incentives. But
care must be taken in both cases to not make assumptions. Understand-
ing the motivators in each organization is the starting point, followed by
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aligning those motivators with policies and processes that move the organi-
zation in the direction it wishes to go. In fact, even an earnest attempt
to create incentives with the “wrong” motivational carrots can create the
opposite behavior. So part of an ongoing assessment is to understand what
incentives will drive the desired behavior within the organization and to
ensure that they are aligned to the type of outcomes that serve the organiza-
tion’s interests. Fundamentally, it is a critical organizational capability that
incentives are created and designed to further the SVD of the organization.

In a large hospital operating room that performed elective surgery, there
was a shortage of nurses. This resulted in the current nurses working sig-
nificant overtime, greatly increasing their income but also creating burn-
out in many staff. The hospital, focusing on budget overruns, decided to
create a night shift, which they were confident would reduce overtime
since surgeries could be done at straight time on the night shift. They
met with the nurses’ union to reinforce that the loss of overtime for the
nurses was not a contractual right, that the hospital was entitled to change
the schedule, and to tell the union this change was better for the nurses as
well. They failed, unfortunately, to find out the real motivators for their
nursing staff, assuming that by reducing overtime and potential burnout,
nurses would be happy. It turned out, however, that these operating room
nurses were largely motivated by avoiding the shift work common to other
departments—almost all elective surgery was done on a consistent day shift,
making childcare and other family issues easier to manage. The fact that
overtime would be reduced was a good thing, but having to work nights
was a deal breaker. Recent hires started leaving, and new hires were even
harder to come by. The hospital was forced to rethink the strategy quickly.

The OI practice area recognizes that people are fundamentally motivated
by what they see as their interests. These interests include their personal
interests—what benefits them individually—and their broader interests—
what benefits the organization, their colleagues, society, and so on. Incen-
tives can focus on any kind of interest, but the personal interests of the staff
are ignored at the organization’s peril.

Take, for example, a typical salesperson whose compensation is a com-
bination of base salary and commission. This role is typically incentivized
toward increasing sales by a commission structure that can be designed in
one of two broad ways—the base salary can be minimal and is combined
with a high percentage commission on each sale, or it can provide a higher
base salary with a smaller commission on each sale. It may well result in
very similar costs to the organization in terms of dollars per sales volume.
However, in the first instance, each salesperson may be motivated to close
every sale without taking the time to build a longer-term relationship with
the client simply because they want to move quickly on to the next sale. In
the second instance, the salesperson may be motivated to spend more time
with the client, ensuring a second sale at a later date, since they don’t feel the
same level of monetary pressure to close every deal quickly.
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Career path is a powerful nonmonetary incentive for many people. Often,

employees feel that the only way to advance their career is to look for a
job at a higher level with a different organization, something that erodes
the retention of talented staft. By transparently creating a career path for
negotiation staff, an incentive to stay and build a career can be an effective
approach that maximizes retention and minimizes turnover.

So what, specifically, should an organization be focused on around the

design of incentives? The following areas and themes will guide the organi-
zation toward alignment with direct and indirect incentives.

1.

Incentives are designed in alignment with the organization’s SVD.
Make no mistake, incentives exist in every organization. The only ques-
tion is this—were they implemented consciously, or have they simply
developed as a by-product of other decisions? The negotiation function
should be answering these questions:

e What direct monetary incentives, if any, should the organization
consider? How would these incentives align with the values of the
organization? What behavior would they likely cause or privilege?

e What indirect incentives currently exist? Are these incentives in
alignment with the strategy and direction of the organization?

e What actually serves as an incentive for staft’ in the negotiation
function? How do we know?

Incentives are tested and measured regularly to ensure continu-
ing alignment with SVD.

Given the frequency of unintended consequences, incentive programs
can be at high risk of creating outcomes that offset any benefits the
organization thinks it is aiming for. Essentially:

*  How are we measuring the consequences of the incentives we have
implemented? Are they doing what was expected?

e What feedback are we gathering from negotiation staff about their
interests, goals, and motivators? About how they think the current
incentives are working for them?

Career progression is designhed and communicated to ensure
staff retention is maximized.

When the future path isn’t clear, the grass will always look greener else-
where. Negotiation staff should see a clear progression for their career
to minimize turnover of valued employees.

*  Whatare the long-term pathways for negotiators in the organization?

e Is moving into management the only way to advance? Would this
mean less (or even zero) time spent negotiating?

e What other options may be available, and what options might staff
actually be looking for?
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Ensuring incentives are well designed and monitored is a key competency
for every organization.

Summary—Three Organizational Capabilities

To properly engineer a successful negotiation process, organizational capa-
bilities must take the lead but must be closely followed by addressing indi-
vidual competencies. Next, we link these organizational capabilities to the
individual competencies that must also be present.

The NCM—TIndividual Competencies

While organizational capabilities are often the missing pieces of the negotia-
tion puzzle, the individual side is also critical to success. Each organizational
capability has a matching individual capability that must be in alignment to
achieve powerful outcomes regularly. Some of these individual capabilities
are more familiar, as they include the skills and tools often taught in main-
stream negotiation training. They go well beyond this, however, requiring a
strong sense of fit within an organization, along with individual investment
in success and a clear alignment of individual interests with Organizational
Incentives.

SVD
Strategy,

Values, &
Direction

HCOI

Human Capital &
Organizational
Investment

Ol

Organizational
Incentives

Individual
Interests

IF

Individual
Fit

KS
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Figure 3.2 The NCM—Individual Competencies

Individual Fit (IF)

Fit is a critical concept in the NCM and one of the harder capabilities to
address. That said, on one level, fit is rather simple—is each individual who
leads negotiations committed to the philosophy and approach the organiza-
tion takes to the negotiation process? Do they fit within the culture, do they
support and practice negotiation in the way the organization has established?
For example, if the organization promotes an integrative approach to nego-
tiation and problem-solving, does the negotiator practice this approach at
the table, or do they simply default to a distributive approach when push
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comes to shove? Individual Fit is directly linked to the SVD performance
area.

The individual negotiator myth tells us that each negotiator must be free
to negotiate in any way that works for them, as long as they deliver “results.”
As discussed, this is the path back to Ad Hockery. Being able to negotiate
within the framework established by the organization is a required indi-
vidual competence, accepting that there is plenty of freedom to succeed at
the table within that framework. Fit is the essence of alignment.

Fit will also be strong when individuals are invested in the organization’s
negotiation processes. This is often demonstrated by behaviors that enhance
both individual and organizational capabilities, such as:

e Self-reflection and a commitment to continuous learning

e Ongoing input into strategy and direction

* A commitment to both following and critiquing the negotiation frame-
work of the organization

*  Developing and following the roles and responsibilities of all parties in
the negotiation process

The IF performance area is the high-level commitment framework for indi-
viduals in the negotiation function. Once SVD has established clear strategy
and direction, IF ensures that individuals accept, understand, and practice
their negotiations based on these directions. In addition, it ensures that at a
deeper level, individuals understand, support, and demonstrate the organi-
zation’s values and culture in all activities on behalf of the organization.

SVD establishes clear expectations by establishing specific practices, pro-
cedures, roles, and responsibilities that at their core are simply not optional.
The IF performance area ensures that all negotiators understand and commit
to following and furthering these practices.

In a large government office, the director and the union president sim-
ply could not work together. The director took a heavy-handed approach
to dealing with the union president, who took an equally heavy-handed
approach in resisting anything the director tried to change or implement.
A long, painful stalemate went on for over a year. A consultant was brought
in to try and change the win-lose mentality the parties had each taken to
heart. Through a series of meetings and interventions with the leadership
team and the executive of the union, new processes were put in place, a clear
set of common interests was identified by the parties, and the parties met
regularly to address issues quickly when they arose. Within four months,
grievances dropped dramatically, and both parties felt the working relation-
ship was significantly improved. Quite suddenly, however, the union presi-
dent resigned his position. When the consultant met with him and asked
what was wrong, he said not only was nothing wrong, he was very pleased
with the new direction both parties were taking. When asked why, then, he
was stepping down, he asked if the consultant had seen “The Godfather”
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movies, directed by Francis Ford Coppola. The consultant had. “Well,” he
said, “you might remember the scene where one of the Godfather’s top
lieutenants also stepped aside, telling the Godfather that he made ‘a better
wartime lieutenant than he did a peacetime lieutenant’. I'm the same. It’s
going in a much better direction, but collaborating is not what I'm good
at—T’ll leave it to others.” He realized that his approach just wasn't a fit for
the parties’ continued collaboration.

So, what are the individual negotiator’s goals and accountabilities needed
to demonstrate fit across the negotiation function? The following areas and
themes identify what is needed from individual negotiators.

1. Organizational values are clear and understood. Individuals must
understand and demonstrate their willingness to follow the SVD the
organization has established. For example:

* How do organizational values affect and influence individual
behavior before, during, and after each negotiation?

*  How do individuals define success in each negotiation?

e Do individual negotiators accept and embody organizational values
in their negotiations?

2. Strategic negotiation practices and processes, including plan-
ning and preparation, are routinely implemented by individual
negotiators in every negotiation.

This includes individuals demonstrating the following in practice:

e Specific planning and preparation steps are executed for each and
every negotiation

*  Relevant data is gathered prior to and during the negotiation

*  Relevant background knowledge is gathered about the other party
before going to the table

e Short- and long-term goals have been identified, validated, and
accepted for each negotiation

3. Interest-based and integrative approaches to negotiation are
understood and applied.
While negotiators are able to engage in both integrative and distribu-
tive negotiations, individuals understand that an integrative approach
creates greater value for all parties and typically results in longer-term,
sustainable results. Individual negotiators are aligned and comfortable
with integrative and collaborative approaches at the table. This includes
being able to routinely answer the following:

¢ What additional value can be created in this negotiation for both
parties?

*  How important is this relationship to the organization in the short-,
medium-, and long-term?
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e What interests, other than price, can be met in this negotiation?

*  How can I build and strengthen this relationship by the end of the
negotiation?

e Even where a distributive approach is a better strategy, how do
I maintain a positive relationship with the other party in spite of
this?

4. Measurements and KPIs for the negotiation process are wel-
comed and integrated into individual practice.
Measurements and KPIs are often seen as intrusive and a waste of time,
or worse, as a means for the organization to criticize or find fault with
an individuals performance. Individuals who are aligned with the
strategy and values of effective negotiation see measurement not as an
imposition but as the foundation of long-term success. Individuals are
committed to answering:

¢ How will I know a negotiation was successful? What measurements
will tell me that?

e What performance indicators should I be focused on for each
negotiation?

*  How can I use these metrics to improve my next negotiation?

Knowledge and Skills (KS)

As stated many times, individual negotiation skills are a requirement, a sort
of price of admission. To support this, individuals must have access to effec-
tive, comprehensive training that teaches and refreshes the skills and com-
petencies needed at the negotiation table. At minimum, these competencies
must include a foundation in both integrative and distributive bargaining
principles, with an emphasis on the skills needed to engage and lead inte-
grative negotiations. Knowledge and Skills is directly linked to the HCOI
organizational capability.

Training is only the starting point. In addition, negotiators need access to
mentors and time to engage with and learn from peers as well. Negotiation
skills are dynamic and must be used, practiced, and reflected upon to stay
current and effective.

Take, for example, a major fast-food chain and their real estate division.
At the core of their corporate strategy was the massive real estate portfolio
they owned, bringing with it the many complex negotiations needed to
grow their footprint and build stores for both their corporate-owned sites
and their franchise-owned sites. Recognizing the need for advanced nego-
tiation skills and capabilities, they invested heavily in a customized nego-
tiation training program created and delivered by top negotiation trainers.
The training was great! It was well received by the attendees and resonated.
The trainers got rave reviews, and everyone was excited to put their new
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knowledge and skills into practice. Yet, the six months right after the train-
ing proved to be frustrating, with the real estate negotiation team conclud-
ing that “this stuff just doesn’t work in the real world!” Every time they tried
to use their new skills they would run into a range of significant internal
barriers—lack of data, lack of a clear and specific mandate, the corporate
strategy and actual incentives taking them in two different directions, no
time or resources for proper preparation, and no support for focusing on
metrics or measurements. They had failed to do the organizational work
around SVD, HCOI, and OI; their individual knowledge and skills couldn’t
overcome this lack of organizational alignment.

SVD establishes the high-level values and direction for the negotiation
function, and IF ensures that all individuals are a fit on a philosophical and
values basis. HCOI makes sure the organization puts its money where its
values are by hiring, funding, and investing in the necessary people and
infrastructure that will ensure success. KS, in many ways, is where the nego-
tiating rubber meets the road—but first, there needs to be a road! KS com-
pletes this picture by ensuring that these resources are applied effectively,
that the skills and tools are indeed put into practice. These practices are
then measured and reflected on regularly to ensure a culture of ongoing
improvement.

So what are the individual negotiator’ skills, abilities, and commitments
needed to activate the resources HCOI has put in place? The following areas
and themes identify what is needed from individual negotiators.

1. Negotiation roles and responsibilities are understood and
accepted. Individuals must understand both theirs and other’s roles
and responsibilities in the negotiation process. For example:

*  Who is accountable for setting goals and markers for success in each
negotiation?

*  Who conducts research and data gathering?

e Who ensures organizational values are embedded in the negotia-
tion strategy?

2. Individuals are trained, mentored, and assessed against a base
of measurable skills and abilities.
There are myriad skills that are taught in many generic negotiation
courses, and many of these skills are important and necessary. They
rarely, however, are organized into a clear body of Knowledge and Skills
that each negotiator is expected to be able to perform. Individuals must
clearly understand:

e What skills must I be practiced at and able to apply when needed?
e What knowledge is required in my work as a negotiator?
e How do I regularly assess and improve my own skills?
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3. Individuals have the ability to follow and apply the practices
and procedures established for the negotiation process.
It is one thing to establish a clear set of procedures for preparation, data
gathering, and leading the negotiation process at the table. It is another
thing to ensure that individuals have the knowledge, skills, and commit-
ment to apply them effectively:

*  What training, support, or mentoring is needed to ensure individ-
ual negotiators understand and can apply the expected negotiation
processes in the organization?

4. Individuals give regular feedback on improving the negotiation
approach and process in the organization.
In addition to applying the process, negotiation staff must also partici-
pate in improving the way negotiation is practiced by regularly giving
teedback aimed at continuous learning at the organizational level.

*  What would improve the processes, policies, or procedures in the
organization?

*  Where is additional investment needed to strengthen the negotia-
tion function?

5. Individuals are trained and skilled at using measurements and
KPIs in all aspects of the negotiation process.
Once the use of data and KPIs is seen as integral to the negotiation
process, each individual negotiator must have the ability to implement
the measurements, gather information and then apply the data before,
during, and after each negotiation.

e How is each KPI implemented? When and how is the information
gathered?

e How can each KPI be used before and during each negotiation?

*  How can these metrics be used to improve the next negotiation?

Individual Interests (II)

Finally, each individual’s interests must be in full alignment with Organi-
zational Incentives for both parties to be successtul. Echoing the need for
Organizational Incentives to create the desired behaviors, individual needs
and goals must be aligned with the organization’s, both on the monetary
and the nonmonetary sides. Individual Interests is directly linked to the OI
performance area.

Imagine the scenario that plays out over and over in intercollegiate athlet-
ics. Coaches are hired by the university and told to win on the playing field,
maintain the player’s outstanding academic performance in the classroom,
ensure the athletes are model citizens within the community and prepared
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to launch meaningful careers upon graduation (and yes, make sure they
graduate!), and have an experience that supports physical and mental well-
being. University presidents, athletic directors, and other key stakeholders
are consistently direct and clear in setting these priorities—until you review
the coaching contracts. By and large, the vast majority of financial incen-
tives and bonuses are about winning on the field. While the contract may
have language in a number of these areas, the contracts’ actual incentives and
priorities lie in one area—winning. And for icing on the incentive cake,
coaches are recruited by larger schools and paid even more money based
almost exclusively on how often they win.

“Mixed motive” problems are common within organizations, on two lev-
els. On the nonmonetary side, negotiators, as all other employees, look
ahead to where their career path may be going. Organizations that fail to
pay attention to understanding the longer-range goals of their negotiation
staff risk either losing them or having them focus their behaviors on their
personal objectives instead of, or even in opposition to, the organization’s
goals. Effective career planning includes training and educational objectives,
type of assignments, and performance feedback. Regular reviews that solicit
individual feedback will result in rebalancing nonmonetary incentives and
goals, which ensures alignment and performance.

On the monetary side, great care must be taken to ensure alignment
around performance bonuses, pay scales, and any other monetary incentives
that may exist. Compensation is the most obvious. What is the compensa-
tion structure for negotiators? Is there a direct link between individual com-
pensation and finalizing contracts? What do individuals see as important in
the negotiation process? If the incentive is to “close deals,” whether these
deals are in sales, procurement, hiring, or other areas, deals will be closed—
but whether that is actually what individual negotiators think is wise may
be an issue. In some cases, walking away from a deal is actually the right
decision—but simply won’t happen if the lead negotiators feel they are
directed to get an agreement no matter what. Even without a direct link
from closing deals to personal income, if people who negotiate deals quickly
are promoted, this incentive will drive behavior. Individuals, in other words,
must be engaged regularly for feedback on their interests, on what they see as
important, and how they see those interests fitting within the organization.

Historically, organizations set up incentive programs, create compensa-
tion plans, and promote and hire as they see fit, or as the consultants they
hire see fit. Often, these decisions are made without a great deal of con-
sultation or information directly from the people who are most affected by
these decisions. It is simply expected that individuals will accept and fit into
whatever the organization creates and establishes. Often, these programs fail
to evaluate whether they are even achieving their desired outcomes.

When individuals begin to see that their interests are taken into account,
that they are expected to share their personal goals and discuss alignment
with the organization’s incentive processes, these areas can actually be
strengthened effectively.
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To align Organizational Incentives with Individual Interests, the follow-
ing key concepts need to be addressed.

1. Individual Interests, goals, and motives are communicated and
addressed regularly.
Individuals must feel a sense of safety that is strong enough to have
them share their important interests and goals with the organization on
a regular basis. Answers to these questions are critical to share:

e What are the most important interests I have in my role as a
negotiator?

*  What are my career goals? What can the organization do to help
me with that?

2. Individuals respond positively to Organizational Incentives.
Regardless of the intent behind any organizational incentive plan or
process, individuals must see these as actually creating a positive incen-
tive. Answers to these questions are critical to gather:

e What do I feel motivated to do, based on monetary incentives?
*  What do [ see the organization’s policies and processes directing me
toward and why?

3. Individuals have a clear and safe pathway for identifying mis-
aligned incentives.
‘When disincentives occur, individuals must flag these issues quickly to
allow a chance for change. Answers to this question are critical:

e What is the process for raising and addressing issues when disincen-
tives or demotivating situations arise?

Implementing the NCM—Organizational Capabilities First

In the next chapter, we’ll be going into greater depth on each of the six
KPAs that are represented in the NCM. Before the deep dive, however,
it may be helpful to understand the impact each capability can have and
understand the most effective sequence for implementing the NCM in an
organization. The six capabilities are not all created equally when it comes
to impact. In fact, the sequence for making changes based on the NCM is
important. In other words, some of the capabilities should be implemented
before others if we are to gain that all-important advantage—Tleverage.

The organizational competencies in the NCM are focused into these
three main areas: strategy, investment, and incentives. Strategy creates the
foundation for clear direction, focus, and decision-making. Investment pro-
vides the needed time, tools, infrastructure, information, hiring, and train-
ing. Incentives ensure that organizational rewards and compensation channel
negotiators in the direction of the desired outcomes. All three of these pro-
vide leverage, in varying degrees, to changing and improving results.
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The individual competencies are focused into three complementary and
linked areas: fit, skills, and individual interests. Fit ensures that each indi-
vidual is aligned with the philosophy and culture of the organization and
is committed to implementing and following the structures and processes
established by the organization. The skills area ensures that training in the
knowledge and skills needed for both negotiation and content are aligned
with the organization’s strategy. Individual Interests are explored to ensure
alignment with the Organizational Incentives that have been put in place.

As we have seen, each organizational practice area is directly linked to a
specific individual competency area—one supports the other. This gives us
three paired practice areas as follows:

e Strategy, Values, and Direction at the organizational level are paired
with Individual Fit at the individual competence level;

e Human Capital and Organizational Investment at the organizational level
is paired with Knowledge and Skills at the individual competence level;

¢ Organizational Incentives at the organizational level are paired with
Individual Interests at the individual competence level.

These three paired capabilities, organizational linked to individual, form the
most effective stepping stones to put in place when implementing change.

Strategy, Human Capital & OI o
Values, & Organizational Organizational

Investment Incentives

Direction

Individual
Interests

S

Knowledge &
Skills

IF

Individual
Fit

Figure 3.3 Organizational and Individual NCM Alignment

There is also an important sequence between these three stepping stones
that will facilitate change most effectively. This sequence starts at the strat-
egy level with Strategy, Values, and Direction and Individual Fit, followed
by a focus on people through Human Capital and Organizational Invest-
ment and Knowledge and Skills, and finishes with the creation and align-
ment of Organizational Incentives and Individual Interests.

Why does this sequence—SVD/IF to HCOI/KS to OI/Il—matter?
Quite simply, leverage and return on investment. The highest leverage at
the lowest cost is in the SVD area. Setting clear strategy, defining what
a “good” outcome is, and prioritizing the goals that are aligned with the
values and direction of the organization will have an immediate impact on
the thinking, approach, and execution of every negotiation the organization
engages in. Then, to maximize impact, SVD is aligned with the individual
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Build SVD and IF First

Build HCOI and KS Second

Build Ol and Il Third
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Figure 3.4 Sequencing the KPAs

competence of Individual Fit (IF). Step one, then, for implementation is to
establish SVD, followed by ensuring Individual Fit is fully aligned. Note that
focusing first on clear SVD is not only the highest leverage to change the
negotiation process, but it is also relatively quick to do, as most organizations
have a well-defined business strategy and/or philosophy in place already.
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Figure 3.5 Leveraging SVD and IF for Results*

Imagine a professional sports team that relies heavily on corporate spon-
sorship as a revenue stream. For years, the basic model looked like this: com-
panies would buy signage and luxury boxes at a premium cost, delivering
significant revenue to the team. Clients seemed happy to greenlight the
sponsorship agreements and few questions were asked about the true value of
these sponsorships. In recent years, however, sponsorship dollars have begun
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to dry up. Companies have started questioning their own decision-making
for such a luxury spend on a sports property. The sports teams are now hav-
ing to take a hard look at this value proposition and must look to negotiate
this value in a completely different way. What if the sports property begins to
shift from sponsorship (a one-sided spend by a company for specific benefits
from the team) to a partnership model (identifying specific business goals
for the client that align with the goals of the sports team, with both parties
having accountability for delivering results)? Can the sports team become a
de facto business consultant, delivering clear returns on investment to their
partners while also generating revenue for the team? It can and it has. But
the path begins with this key negotiation strategy—an SVD starting point,
along with individual negotiators who understand and support this approach
that sets the stage for a fundamentally difterent approach to this negotiation.

Human Capital and Organizational Investment, aligned with Knowledge
and Skills, are next. Using the analogy of putting the organization’s money
where its mouth is, strategy is the mouth, and investment is the money.
Impact and leverage with HCOI and KS are also fairly high, though the cost
and time to implement are also higher. Take hiring, for example. Some of the
most significant human resource costs are in hiring, onboarding and orient-
ing new staff, followed by ongoing training and mentoring toward delivering
high performance and high value for the organization. Few costs are as great
as investing significant time and money in the hiring process only to find
in the first few years that the individual was a bad hire. After HCOI is clear
and established, the companion competency of KS needs to come next. The
knowledge, skills, and abilities demonstrated by individual negotiators must
align directly with the HCOI. This will take longer to implement but will
add significant leverage in helping the organization deliver results.
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Figure 3.6 Leveraging HCOI and KS for Results
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Finally, after SVD/IF and HCOI/KS have been implemented and
aligned, the last piece of the puzzle is Organizational Incentives, followed by
Individual Interests. OI on its own will certainly have an impact but rarely
one that will sustain the organization. That said, OI can be powerful when
directly aligned with and supporting both SVD and HCOI, which is why
it must be done after the first two. In addition, it must be done well—time
must be taken to design and align incentives both with the strategy of the
organization and with its linked individual competency of II. OI and II
are the final pieces of the puzzle.
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Figure 3.7 Leveraging OI and II for Results

To illustrate, consider a Fortune 100 company that finds itself struggling
to retain its core of talented employees. They respond, at first, by fund-
ing a number of salary increases and expanding bonus structures. Unfortu-
nately, this unilateral investment focused on monetary incentives did little to
slow the talent drain from the company. It wasn’t until they took a deeper
approach to understand II and OI in tandem that they began to uncover
the interests causing people to leave. Employees wanted to feel more closely
connected to the core mission of the organization that was such a selling
point in attracting talent in the first place. Individuals wanted more flexibil-
ity in terms of hours and the ability to work remotely. They wanted a clearer
career progression that was more predictable rather than having to network
with senior executives to get promoted. In other words, they wanted a num-
ber of important interests addressed that had little to do with salary.

Much can go wrong when the OI cart is put before the strategy horse.
For example, salespeople are often incentivized to, well, sell. Incentives in
the form of commissions on sales and bonuses on client satisfaction are put
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in place. Operations, however, are directed to reduce costs per unit and
maintain high product quality, with bonuses tied to cost and quality meas-
ures. If sales is then wildly successful, it will create a large book of orders.
Operations, meanwhile, has been trimming staff in a bid to reduce unit costs
and has slowed production to improve certain quality issues. The incen-
tives created in these two different units will likely produce significantly
unintended consequences—production will either be ordered to ramp up
quickly by hiring new staff or will be told to reduce quality targets (which
they will likely resist to avoid missing their metrics and bonus); alternatively,
sales will be told to try and keep customers on the string for a longer deliv-
ery time than promised, likely causing them to be less than honest with
their customers to preserve their commissions. In either case, staft will be
frustrated or disengaged when one or both feel thwarted by the lack of an
integrated strategy and direction for the business.

Summary

To achieve sustained excellence in negotiation, each step of the negotiation
process must be engineered and sequenced effectively. So far, we've seen at
a high level how the NCM addresses all areas of the negotiation process and
the specific sequencing of each of these areas that will be most effective. The
NCM and its foundation in behavioral engineering provide a road map for
building, step by step, the capabilities to achieve success in every negotiation
the organization needs to have.

In the next three chapters, we’ll go deeper into each of the capabilities
and start looking at the specific activities and the key practices that will build
this foundation. After that, we will go even deeper into the implementation
process and present two specific approaches, two “journey maps,” that will
help guide any organization planning to dramatically improve their negotia-
tion function.

Notes

1 Gilbert, T. E (2007). Human competence: Engineering worthy behaviour. Pfeiffer.

2 www.npr.org/2021/11/29/1059821677/google-dont-be-evil-lawsuit

3 www.npr.org/2021/09/10/1035901596/harvard-university-end-investment-
fossil-fuel-industry-climate-change-activism

4 Adapted from Updating the Behaviour Engineering Model, Roger Chevalier, ISPI
2003.
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4 Level 2 NCM—Repeatable
Competency

Introduction

In Chapter 1, we introduced the Negotiation Assessment Tool (NAT), the
diagnostic instrument which identified the common state of Ad Hockery
within the Negotiation Capability Model (NCM), where negotiation prac-
tices tended to be unplanned and reactive. Also, we identified three progres-
sive levels in the NCM of negotiation capability that started with Level 2:
Repeatable Competency, moved up to Level 3: Adaptive Flexibility, and
aspired to Level 4: Optimized Performance in the negotiation function. In
Chapter 3, we introduced the NCM itself, which identified six core areas
of negotiation capability—three organizational and three individual—and
explained how these aligned into three pairs of capabilities as a framework
for building the capacity that leads to negotiation success.

In this chapter, we will explore the second level from the NCM—
Repeatable Competency—and lay out a pathway toward building this as a
foundation for ongoing negotiation success in any organizational context.

Repeatability

Repeatability is the critical first step in creating any change that can be sus-
tained. Without repeatability, any endeavor or any system is simply random
and unpredictable—anything can happen (and usually does!). Ad Hockery is
characterized by improvisation based on impulse and reaction—by starting to
prepare for a negotiation the night before, for example. Information and data
are gathered from the nearest and easiest sources—colleagues and friends—
rather than appropriate sources. At the table, negotiators play it by ear, react
in the moment rather than execute a plan and strategy. When organizations
allow these widely divergent and random approaches to any issue or problem,
the results, not surprisingly, are also random and divergent. Sustained change
or improvement of any kind requires, as a first step, that a repeatable process is
identified and implemented. This is, essentially, the price of admission.

The examples for a repeatable approach are endless. If you want to
improve physical fitness, exercise must be planned and performed regularly
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based on the desired goals and outcomes. If a runner wants to finish a mara-
thon within a certain time, a training plan with that specific goal in mind is
needed. Anyone, of course, can enter and show up to run a race. Without
a repeatable training plan, individual results will be random—many will
drop out, some might finish, a few might even do well. It is well known,
however, that just about anyone can finish a marathon if they train by fol-
lowing a plan, by building their capacity, by executing a training schedule.
Anyone can become a competent runner simply by training—systematically
and repeatedly.

In the business world, McDonald’s rose to the highest levels of the fast-
food industry by building repeatable plans for every single function in the
restaurant. They regularly take teenagers, a demographic that has little life
experience and less natural inclination toward discipline, and through a
training process based on specific and repeatable actions and skills, develop
competence and excellence every day. They are masters at creating Repeat-
able Competency.

It is no different, in principle, for building negotiation excellence. The
first step 1is to create repeatable processes based on core competencies spe-
cific to negotiation.

Repeatable Competencies in Negotiation

The negotiation process has its own framework for building Repeatable
Competency (a framework that is quite different from McDonald’s, by the
way). At a minimum, Repeatable Competency in the negotiation function
must include:

* Recognition of negotiation as a necessary organizational com-
petency. The starting point is the recognition that negotiation is indeed
a core competency of the organization. If it is seen as simply a small part
of an individual’s performance appraisal, a sideline task to the main part
of their job, or as being too complex to address, the organization will
be reliant on unpredictable (i.e., random) outcomes after the fact.

* Purposeful practice—a systemic approach. Negotiation, like
training for a marathon, must have a structured approach to prepara-
tion; it must have a plan for what happens face-to-face at the table; and
it must have clear goals to measure success. Negotiation must not simply
follow the individual preferences of each person negotiating, it must
have a process and framework that everyone follows. This framework
can certainly have a small amount of latitude for individual preferences,
but the system, as a system, must be followed by all.

e Organizational values. A critical part of any repeatable approach to
negotiation is ensuring that the values of the organization are embedded
in every step of the process to ensure that all results achieved align with
these values.
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* Embedding a cultural approach to negotiation. Culture can be
defined as simply “The way we do things around here.” Culture is a
series of deeply embedded values, actions, and activities that are part of
the fabric of the organization. Designing and embedding the organiza-
tion’s values along with a systemic approach to each and every negotia-
tion creates a strong negotiation culture that leads to success, over and
over.

¢ Organizational interests. In addition to core values, strategic goals
and objectives (long-term and short-term) need to be identified,
assessed, and then embedded in the negotiation process. Without this,
negotiations gravitate to negotiators simply trying to “get as much as
they can,” or “get the best price,” rather than achieving specific strategic
goals that help ensure the success of the business.

e Training. For repeatable results that align with organizational val-
ues, strategies, and goals, training for negotiators must be designed
and implemented in a way that is tailored to the specific needs of the
organization. In addition, the skills and tools learned need to actually
be implemented and put directly into practice. Sending staft to take
generic negotiation training typically results in inconsistent application
at best or zero application back in the workplace at worst.

*  Measurement. The hallmark of repeatability is measurement and
feedback. The only way that continuous improvement of any activity
is achieved is when systematic and repeatable actions take place, the
results from these are measured, and the measurements are fed back in
a way that changes and improves the system. The results of changes are
also measured, fed back, with further changes and improvements. And
so on. Many years of research and testing of quality control systems
have demonstrated the value of this approach over and over. Through
ongoing cycles of measurement and feedback, long-term success can be
built, step by step.

Everything described earlier starts with the implementation of proven prac-
tices in a repeatable and measurable way. Level 2: Repeatable Competency
is the starting point.

Looking at the negotiation process, what are these Repeatable Com-
petencies? Negotiation is a complex and subtle human process, far more
nuanced than producing perfect french fries each and every time. To under-
stand Level 2 repeatability in the negotiation process, we have broken the
process into the six areas as identified by the NCM. We’ll explore each of
them in the following.

The NCM—Level 2 Repeatable Competency

As we saw in Chapter 3, there are three specific areas of organizational
competence, three key performance areas (KPAs) at the organizational level,
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and these three areas are paired and aligned with three KPAs of individual
competence. These areas were described at a high level and now need to be
refined and crystallized into activities and practices that can be understood
and implemented.

As will be detailed in Chapter 7: Mapping the Journey, we start in each
case with the organizational key practice, then move to the individual prac-
tice it is aligned with, both of them focused on creating a foundation of
repeatable and predictable practices at both levels that will lead to long-term
results.

KPA #1: Strategy, Values, and Direction (SVD)

The purpose of the SVD key performance area for Level 2 is to ensure the
organization has established clear values that are fully embedded within a
focused strategy. This strategy and direction must be a part of all negotiation
activities that take place within the organization. The SVD key performance
area 1s directly aligned with the Individual Fit (IF) KPA.

SVD

Strategy,
Values, &
Direction

Figure 4.1 Strategy, Values, and Direction KPA—Level 2

In specific, the goal of the SVD key performance area at Level 2 is to
ensure that the organization builds and repeatedly employs these specific
competencies:

¢ Organizational values are embedded in negotiation strategy, goals, and
objectives;

e Negotiation is seen and treated as an organizational competency;

e Negotiation goals and objectives are clearly defined;

e A clear negotiation culture is established to ensure a common language
and behavioral norms;
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* A measurement framework is in place to evaluate negotiation perfor-
mance at all levels;

*  The organization’s strategy and values are embedded in all negotiation
training programs.

Key Capabilities and Key Practices—SVD

At the end of the day, negotiation is a practical activity conducted frequently
in a wide range of areas in our organizations. This means that any frame-
work for negotiations, any approach that theoretically will result in better
outcomes, must be grounded in specific activities, behaviors and practices
that can be implemented and measured. In Chapter 3 we looked at the
higher-level concepts of SVD that make it necessary to address. The next
step for each performance area, therefore, 1s to implement tangible activi-
ties, Key Practices (KPs), that are grounded in the specific capabilities the
organization is developing.

For SVD, the following capabilities must be identified as necessary for the
negotiation function, followed by implementation of KPs that deliver on
those capabilities.

1. Ability to communicate and reinforce organizational values in
all negotiations.
Organizational values are key success drivers for an organization across
a wide range of activities, and negotiation is no different. Inherent in
the concept of business and the proverbial marketplace is the idea of
delivering services efficiently, making money, or generating profit. In a
free market, it’s also clear that organizations produce revenue through
some form of competition. In the private sector, it’s a straight line from
profit to success. In nonprofit organizations—government, social ser-
vice organizations, charities—profit isn’t the driver, but money itself
becomes even more important—lowering costs, reducing spending,
delivering better services, and increasing revenue through grants, dona-
tions, or taxes. Consciously and unconsciously, employees at all levels
focus on these important concerns. The risk, however, is that mone-
tary concerns become paramount, or even become the exclusive focus,
often eclipsing far more important values for the organization.

In the late 1990s, it was common for cigarette companies to donate
money to a wide array of organizations—charities helping with home-
lessness, community organizations, even healthcare in inner cities. Many
organizations, just grateful to have the resources, accepted. Even earlier,
many universities had endowments that invested in companies based or
doing business in South Africa, essentially profiting from apartheid to
increase their returns. Clearly, little attention at the time was paid to align-
ing their broader values with these investment decisions; organizations
tocused solely on the monetary benefit, as if the monetary benefit was
the only outcome of importance. This misalignment of values eventually
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started to be noticed, and many people objected. Shareholders rebelled
at annual general meetings, boycotts of companies were organized, stu-
dents at universities demonstrated. The result was a great deal of conflict,
internally and externally, as this clash of values was played out. In the end,
many organizations got the message and changed, but only after intense
and costly battles. When values are not aligned with the negotiation and
decision-making process, a great deal of time, energy, and money can be
spent, along with lasting damage to reputations and important relationships.

A critical capability for every organization, therefore, is its ability
to communicate and reinforce its values to help guide the negotiation
process at all times.

SVD Key Practice #1: Core organizational and negotiation values
are explicitly identified as part of a strategic plan that is current and well

publicized.

e Every successful organization has a strategic plan, but few specifi-
cally identify the core values it expects in the organization’s nego-
tiation activities. Negotiation is a high-profile demonstration of
every organization’s values, and by having the organization’s core
values for negotiation identified and routinely communicated to its
negotiation staff, results aligned with those values will be delivered.

Ability to establish and practice strategic planning around all
negotiations.

After clarity around values, strategic planning for each negotiation is
the next capability that needs to be developed. Strategy in negotiation
identifies, from a wide range of goals, which goals are the most impor-
tant to achieve. Without a requirement to have strategic conversations
before every negotiation (appropriate to the size and importance of
each negotiation, of course), the unconscious bias of simply serving our
immediate and short-term interests takes over. Negotiation-competent
organizations make sure every negotiation has a clear, simple, and stra-
tegic focus before going to the table.

SVD Key Practice #2: Every negotiation is required to have a
clear, if simple, strategy—in writing.

e Strategy need not be complex or even elaborate. A plan that aligns
with the organization’s broader strategy and values, appropriate
to the size and complexity of the negotiation, is in place and is
reviewed prior to the start of bargaining.

Ability to develop and implement specific procedures, prac-
tices, roles and responsibilities that define and guide the nego-
tiation process.

One of the major signs of Ad Hockery is that each negotiation is run
differently, with different processes for preparation, different practices
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for data gathering, and a lack of clarity regarding roles and responsibili-
ties. These differences are often based on the personal preferences of
different negotiation leaders. By establishing common and repeatable
practices along with clear roles and responsibilities, the organization
creates the foundation for Repeatable Competency.

SVD Key Practice #3A: Specific negotiation processes and proce-
dures are established.

*  Simple but standard processes and steps for preparation, data gath-
ering, and pre-negotiation discussions are in place, along with a
process for confirming strategy and values, for every negotiation.
This creates a predictable, repeatable, and robust negotiation pro-
cess each and every time.

SVD Key Practice #3B: Roles and responsibilities for all negotia-
tions processes are established and communicated.

e Establishing role clarity and defining who does what on each nego-
tiation allows all staff to focus on high-value activities.

Ability to integrate measurement and KPIs as a critical part of
the negotiation process, along with an ability to review, assess,
and learn from each negotiation to ensure continuous organi-
zational learning and development.

Negotiated outcomes are often hard to assess—was the negotiation
successful? How do we know? Did we achieve what we needed?
More importantly, is the outcome aligned with our values and strat-
egy? Negotiation outcomes are the result of many moving parts,
such as market conditions, behavior of competitors, the financial
state of ourselves and the party we are negotiating with, internal
priorities, time, and timing. It can be difficult to link any given
negotiated outcome with the actions we took before and during
the negotiation. This fact is often used as an excuse to not bother
trying.

This is a mistake. Negotiation as a process is like any other system or
process an organization runs—it can be measured and improved on an
ongoing basis. The starting point for linking outcomes with effective
negotiation processes 1s measurement.

As with most business processes, we don’t want to measure indis-
criminately or try to measure everything. Repeatable Competency
requires that we carefully target a minimum number of KPIs and track
them regularly. These KPIs might include measures of preparation time
spent, length of negotiation, target outcomes compared to actual out-
comes, market data comparisons, relationship status, and so on. Once
measurements are established, they can ensure proper resourcing of the
negotiation function, along with supporting a strong debrief and learn-
ing process after each negotiation.
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SVD Key Practice #4A: A measurement and evaluation plan that
tracks the successes and setbacks of the negotiation program is in place.

*  The organization identifies what is measured and evaluated, allowing
regular assessment of the negotiation process itself and linking that infor-
mation to reasons for both successes and setbacks at the bargaining table.

SVD Key Practice #4B: Basic scorecard and other simple KPIs are
established for negotiation activities.

e Measurements are refined down to a set of KPIs on a simple score-
card or dashboard, allowing the organization to know exactly how
the negotiation function is performing quickly and easily.

SVD Key Practice #4C: A peer review process is in place for
negotiation planning, strategy, and evaluation.

*  Negotiation is often treated as a unique and specialized silo, with
each person who has a negotiation function operating in their own
little bubble. Building a strong peer review forum that brings eve-
ryone in the negotiation function together regularly to review best
practices around planning, strategy, execution, and evaluation cre-
ates a powerful learning function within the organization.

Summary—Strategy, Values, and Direction

A key goal of the SVD performance area is to set the high-level expectations
and overall strategy for the negotiation function. It is only at the organi-
zational level that these goals can be established, along with the expecta-
tion that individual activity and behavior will align with the expectations
that SVD establishes. This alignment leads us to the individual KPA that is
directly linked to SVD, Individual Fit.

KPA #2: Individual Fit (IF)

The purpose of the IF key performance area for Level 2 is to ensure that
all individuals working in the negotiation space in the organization are
tully aligned with the SVD of the organization. It is well known that many
organizations have beautifully crafted mission and vision statements hang-
ing on their walls, and nothing but lip service is paid. This does not, in any
way, mean that mission and vision statements are a waste of time—they are
not. But they are useful only if the values and direction they embody are
implemented by the people in the organization. By focusing on this align-
ment with negotiation staff and crystallizing the individual key practices
that demonstrate this alignment, the organization’s strategy and values can
be directly put into action. The IF key performance area is directly aligned
with the KPA of organizational SVD.
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Figure 4.2 Individual Fit KPA—Level 2

The goal of the IF key practice area at Level 2 is meant to ensure the indi-
viduals responsible for negotiation activities build and employ these specific
competencies:

* Individual values are aligned with the organization’s negotiation strat-
egy, goals, and values

e Individuals understand and are committed to the philosophy and cul-
ture of the organization

* Individuals understand and are committed to the negotiation practices
and frameworks established by the organization

e Individuals demonstrate continuous learning and self-reflection as
ongoing competencies

e Individuals are committed to measurement and evaluation of negotia-
tion processes and outcomes

Key Capabilities and Key Practices—IF

For the SVD of the organization to be brought directly into each and every
negotiation, each individual negotiator’s values and behaviors must be a fit with
the organization. Each individual must be willing and able to demonstrate this
fit throughout the negotiation process. The following are the individuals’ key
practices that demonstrate alignment with the SVD of the organization.

1. Ability to communicate and reinforce organizational values in
all negotiations.
Organizational values are not, and should never be, a secret. Effective negoti-
ators should communicate organizational values throughout the negotiation
process and use them as a factor in decisions made in the negotiation process.
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IF Key Practice #1: Individuals regularly establish and commu-
nicate organizational values during negotiations, both internally and
across the table.

* By routinely discussing and demonstrating organizational values
within the negotiation process, values become a lived part of every
negotiation that indicates individual alignment.

Ability to follow and execute the specific procedures, practices,
roles, and responsibilities established for the negotiation process.
Demonstrating the ability to apply a systemic approach to all negotia-
tions is the cornerstone of moving from Ad Hockery to Repeatable
Competency. This leads to the following key practices:

IF Key Practice #2A: Individuals apply the strategic planning pro-
cess in every negotiation.

*  Every negotiation is viewed as fitting into a broader strategic plan
and has clear strategic goals in place.

IF Key Practice #2B: Individuals follow specific procedures and
practices based on clear roles and responsibilities for every negotiation.

*  The negotiation process, from start to finish, is mapped out and
executed as planned. Negotiation should never be a process of
“winging it” in the moment, and only by having a clear framework
ahead of time will the negotiation process regularly go in the direc-
tion that is needed. While the ability to be flexible and adapt to
new information is also necessary, these changes will still be guided
by the overall goals and objectives that are established in the plan-
ning phase.

Ability to measure and track key performance indicators (KPIs)
as an ongoing and critical part of the negotiation process.

Negotiators must see measurements and KPIs not as a secondary activ-
ity to do only if there’s time but as an integral part of the negotiation
process, one that gives both real time and long-term feedback to ensure
repeatable success at the table. To achieve this, the key practices include:

IF Key Practice #3: Negotiators identify, track, and use measure-
ments and KPIs as an integral part of their negotiation process.

*  Measurements need to be simple and relevant, with each measure-
ment adding value to the process. Negotiators must demonstrate
their ongoing commitment to the use of metrics as a key practice.

Ability to approach each negotiation from an integrative per-
spective, with an ability to engage successfully on distributive
issues as needed.

As previously noted, an integrative approach tends to meet far more
interests of both parties than a distributive approach. That said, some
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issues require a more distributive approach, and negotiators must be
able to maintain and build relationships with other parties in either
situation.

IF Key Practice #4A: Every negotiation is framed and planned
from an integrative perspective.

IF Key Practice #4B: When distributive issues arise, negotiators
are comfortable being firm in meeting organizational interests while
maintaining organizational values and relationships with negotiating
partners at the same time.

5. Ability to review, assess, and learn from each negotiation to
ensure continuous learning and self-improvement.
Continuous learning, in any field, is the only way to incrementally
improve results. Negotiation is no different. Each individual must be
committed to reviewing, assessing, and learning from every negotiation
to stay aligned with organizational values and strategy.

IF Key Practice #5: Negotiators debrief every negotiation with a
focus on self-reflection and continuous individual improvement.

*  Reflective practice is a must for negotiators who work in one of the
most complex and fluid areas of human interaction.

Summary—Individual Fit

Overall, the goal of the IF KPA is simple—it’s to ensure that all individuals
working in the negotiation arena fit within the organization’s SVD. Broadly
speaking, this is the most foundational area where alignment is needed to
produce long-term success at the table.

KPA #3: Human Capital and Organizational Investment (HCOI)

The purpose of the HCOI key performance area for Level 2 is to ensure the
organization has identified and developed specific negotiation-focused poli-
cies, procedures, and practices that align with organizational strategy, and
has committed to investing in hiring, training, and supporting the negotia-
tion function across the organization. HCOI is directly linked to the indi-
vidual Knowledge and Skills (KS) key performance area.

More specifically, the goals of the HCOI key practice area for Level 2 is to
ensure the organization invests the necessary time and resources into these
competencies:

e Strategies for hiring negotiation staff are aligned with organizational
values

*  Human resources policies, procedures, and practices to support and
retain negotiators are in place
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Figure 4.3 Human Capital and Organizational Investment KPA—TLevel 2

e Time, tools, training, and materials to deliver negotiation results are
identified and provided

e Organizational investment in negotiation infrastructure is budgeted for
and supports the ongoing development of all negotiation competencies

Key Capabilities and Practiccs—HCOI

The human resource function is often seen as “soft,” meaning it is difficult to
measure objectively. This is especially true in the negotiation arena, where
the simplest approach is to focus solely on tangible results, outcomes from
each negotiation, and ignore all the activities and behaviors that create those
results. We cannot control results; what we can control are our activities and
behaviors that produce results. Without a strong framework of activities and
practices that all negotiators operate within, without clear expectations on
how negotiations will be conducted, and without investment that supports
these expectations, entropy will again take over, with each negotiator simply
doing what 1s most comfortable for them. The organization will suffer.

For HCOI, the following capabilities must be identified as necessary for
the negotiation function, followed by implementation of key practices that
deliver on those capabilities.

1. Ability to hire negotiation staff who are aligned with organiza-
tional values.
Hiring tends to focus primarily on skill and experience. While these
are important, they should be secondary to assessing the values and
beliefs about the negotiation process that potential candidates bring
with them. If a candidate sees their role as being left alone to deliver
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results, they simply won't fit well into a structured approach to negotia-
tion. The hiring process must be designed to evaluate each candidate’s
overall approach to negotiation as part of the process.

HCOI Key Practice #1: Hiring criteria are based on assessing can-
didate values and negotiation approaches first and foremost.

e With the help of experienced hiring firms or a strong in-house
human resources function, the hiring process is revised to ensure
each potential candidate’s core values around the negotiating func-
tion are aligned before being hired. Negotiating skill and experi-
ence are assessed after values are aligned.

Ability to provide human resource processes that directly sup-
port the negotiation function.

Specific policies and procedures from a human resource perspective must be
in place to ensure the negotiation function is supported. This may include:

HCOI Key Practice #2A: A performance and evaluation process
specific to the negotiation function is developed and applied.

e Negotiators should get job-relevant feedback on performance regularly.

HCOI Key Practice #2B: A clear career progression and promo-
tion process 1s established for negotiation staff.

¢ Often, the negotiation skill set is seen as applicable only to negoti-
ating contracts, leading to a dead end for many skilled negotiators.
The organization should establish and communicate a full career
path for the negotiation function to ensure talent is retained and
well utilized. This may include an array of roles where these skills
are critical—even if not a primary function of that role.

HCOI Key Practice #2C: Negotiation activities and successes are
recognized and acknowledged.

e When negotiation is essentially an ad hoc activity, it becomes dif-
ficult to acknowledge success. A few “big wins” can seem to be
obvious but recognizing only results reinforces the win-lose men-
tality for negotiation. Acknowledgment for applying a systemic
approach to negotiation and for upholding organizational values in
every negotiation should be regularly recognized to build the long-
term culture that Repeatable Competency brings.

Ability to invest resources effectively across the negotiation function.
The organization must choose to allocate and invest in a full range of activ-
ities that comprise the negotiation function. These key practices include:

HCOI Key Practice #3A: Budgets are allocated to provide time
and resources for effective preparation, research, and planning prior to
engaging in negotiations.
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e In all negotiations, preparation is critical. Time to plan, gather infor-
mation, and prepare effectively is identified, provided, and encouraged.

HCOI Key Practice #3B: Training that aligns with organizational
values and goals is provided on an ongoing basis and is designed around
evidence-based negotiation theory.

e Training cannot be done generically or as a series of one-off events.
Training must integrate directly into the specific negotiation func-
tion for each organization. Finally, all training should be validated
around evidence-based negotiation theory, not the many “pop-
culture” fads that periodically sweep through the field.

HCOI Key Practice #3C: Mentoring and/or learning forums are
provided and integrated into the ongoing negotiation function.

e Formal or structured training, while necessary, rarely helps people
translate what has been learned directly into practice. Individual
mentoring and peer learning forums are aimed at supporting nego-
tiators to implement specific approaches and skills, ensuring that
training translates into practice.

Ability to establish and communicate clear roles and responsi-
bilities for all negotiation functions.

Role clarity is a necessary precursor to success in any organizational
context, and negotiation is no different. Establishing clear roles allows
for full accountability for results.

HCOI Key Practice #4: Documentation through role descriptions
is in place to clarify expectations across the negotiation function.

Ability to provide negotiators with software and databases to
collect, assess, and evaluate data and KPIs effectively.
Measurements are useful only if the data is captured in an accessible and
useful way.

HCOI Key Practice #5: Activity-based metrics and the software
and tools to use them effectively are made available and supported.

Summary—Human Capital and Organizational Investment

The Human Capital and Organizational Investment performance area takes
higher-level SVD and puts it into practice by creating a range of policies and
frameworks that support success. These frameworks must then be accepted
and leveraged by staft to achieve results through the next key performance
area, Knowledge and Skills.

KPA #4: Knowledge and Skills (KS)

The purpose of the Knowledge and Skills KPA for Level 2 is to ensure that
all individuals with negotiation responsibilities make use of the time, tools,
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and training they have been provided through HCOI. In addition, it is to
ensure that individuals reflect on and learn from their activities on an ongo-
ing basis. Knowledge and Skills are directly aligned with the HCOI key
performance area.

HCOI

Human Capital &
Organizational
Investment

KS

Knowledge &
Skills

Figure 4.4 Knowledge and Skills KPA—Level 2

The goal of the Knowledge and Skills KPA at Level 2 is to ensure that all
individuals responsible for negotiation activities:

Participate in comprehensive training that teaches negotiation compe-
tencies aligned with strategy and values

Engage fully with mentors and peers to assist with implementing and
applying negotiation skills and competencies

Routinely apply the established negotiation practices, policies, and
procedures

Give regular feedback to the organization to identify where investment
and support is needed and regularly suggest improvements to negotia-
tion procedures and practices

Key Capabilities and Key Practices—Knowledge and Skills

Knowledge and Skills for the individual is where repeatable practice will
unfold. The following are the key practices for individuals that demonstrate
alignment with the HCOI performance area of the organization.

1.

Ability to apply a wide range of negotiation knowledge, skills,
and competencies when negotiating.
The outcome of effective training is the application of KS in the field.

KS Key Practice #1A: Individuals attend high-quality training
provided on a regular basis.
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KS Key Practice #1B: Individuals can demonstrate the following
core skills, at a minimum, on an ongoing basis:

¢ Understand common negotiation styles and frames:
o Consistently recognize and apply core elements of integrative
negotiation/value creation in most situations
o Consistently recognize and apply core elements of distributive
negotiation/value claiming when required
¢ Understand key variables in assessing negotiation power/strength
and use this in developing negotiation strategy
e Consistently identify all parties’ interests and tests assumptions
related to these interests
e Consistently discover other parties’ targets, resistance points,
motives, and feelings of confidence
e Consistently apply basic engagement skills such as questioning,
listening, acknowledging, and information gathering during the
negotiation process:
o Able to create a free flow of information in negotiation
e Understand their own side’s BATNAs and WATNAs
o Consistently work to understand the other side’s BATNAs and
WATNASs
*  Consistently seek to improve negotiated agreements for all parties
prior to finalizing any negotiation

Ability to continuously develop and enhance personal negotia-
tion skills.

Continuous improvement starts as a personal value and is demonstrated
as follows:

KS Key Practice #2A: Individuals engage in post-negotiation
audits with a view to identifying areas for individual learning and
improvement.

KS Key Practice #2B: Individuals engage with mentors and
peers in structured activities designed to identify areas for learning and
improvement.

Ability to execute the negotiation best practices and proce-
dures established for the negotiation process.

The very essence of Repeatable Competency is that the negotiation
process follows a similar process each and every time. Repeatable pro-
cesses can then be measured and linked to success or failure, which in
turn leads to rapid improvement.

KS Key Practice #3: Individuals follow the established steps and
processes for each negotiation.

Ability to give regular feedback on continuous improvement
ideas based on information from measurements and KPIs.
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With the organization collecting ongoing KPI and measurement
information, negotiators must use this information for identifying
areas where the practices and processes can be improved based on this
information.

KS #4: Negotiators give regular feedback and ideas for improvement
of the negotiation process itself.

e Once data is available and patterns emerge, it is up to the frontline
negotiators to identify areas for ongoing improvement of the nego-
tiation process. These suggestions must be based on measurements
and KPIs, not individual preference.

Summary—Knowledge and Skills

Knowledge and Skills are the bread and butter of success for negotiators.
Once the organization has provided clear strategy and direction, and once
the investment in human capital including time, tools, and training is made,
it is up to each individual to develop their knowledge and skills to a high,
and repeatable, level. After Knowledge and Skills, the final piece of the puz-
zle 1s to then consider the alignment of incentives and interests.

KPA #5: Organizational Incentives (OI)

The purpose of the Organizational Incentives KPA for Level 2 is to ensure
the organization has designed, created, and assessed effective incentives for
negotiation staff that directly align with the SVD of the organization. Fre-
quently, organizations implement incentives that have unintended conse-
quences, at times incentivizing the exact opposite of the outcomes that are
being sought. Some incentives, such as bonuses or pay for performance
schemes, create monetary incentives to promote certain behaviors. There
can be many nonmonetary incentives as well, from recognition to promo-
tions to perks such as support staft help or even choice of offices. OI is
directly linked to the Individual Interests (II) key performance area.

The goal of the Organizational Incentives KPA, specifically for Level 2,
is to ensure organizational incentives are in full alignment with the negotia-
tion function:

e Incentives, both monetary and nonmonetary, are aligned with negotia-
tion strategy and values;

*  Measurements of negotiation practices and outcomes are aligned with
monetary and nonmonetary incentives;

e Career progressions for negotiation staff are in place;

e Special attention is paid to internal relationships;

*  Both short-term and long-term impacts are considered when creating
incentive programs.
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Key Capabilities and Practices—OI

Organizations should develop clear and direct practices around incentives.
For OI, the following capabilities and practices around incentives need to
be considered, followed by implementation of key practices that deliver on
those capabilities.

1.

Ability to strategically design both monetary and nonmonetary
incentives that meet organizational interests.

As mentioned, incentives and disincentives exist in every function in every
organization, whether done consciously or not. A full assessment of the
incentives in the negotiation function, both real and perceived, should be
undertaken. Incentives should be designed and implemented consciously.

OI Key Practice #1A: Incentive programs are assessed, designed,
and implemented to ensure individual negotiator behavior supports
organizational values and goals.

OI Key Practice #1B: Individual interests of negotiation staff are
surveyed and understood regularly.

Ability to measure and monitor the ongoing impact of organi-
zational incentives.

‘What is an effective incentive today may well fade over time or worse,
become a disincentive in the future.

OI Key Practice #2: Incentive programs have metrics that ensure
they remain effective or are revised to retain their effectiveness.

Ability to engage staff around career progressions and succes-
sion planning.

Career planning and advancement are powerful incentives but only if
they remain relevant.
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OI Key Practice #3A: Career paths are developed interactively with
staff wherever possible and are defined and communicated to staff regularly.

OI Key Practice #3B: Relationships with high-value staft are built
and sustained over time.

Summary—Organizational Incentives

While this organizational KPA is narrower in scope than SVD and HCOI,
it is quite influential. Structural incentives are powerful influencers. If nego-
tiation staff see incentives that run against the SVD of the organization, the
incentives usually win. One of the most powerful incentives for each indi-
vidual is their own personal interests, which is why OI is directly linked to
the Individual Interests key performance area.

KPA #6: Individual Interests (II)

The purpose of the Individual Interests KPA is to ensure that the individual
interests of negotiation staff are identified and aligned with the interests of
the organization. The II KPA makes sure that individuals make known their
interests and give feedback regularly on the alignment between organiza-
tional incentives and individual interests. Individual Interests are directly
linked to the OI key performance area.
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Figure 4.6 Individual Interests KPA—Level 2

The goal of the Individual Interests KPA, specifically for Level 2, is to ensure
that Individual Interests are known and understood and remain in alignment
with Organizational Incentives.

e Individual interests and goals, both monetary and nonmonetary, are
tully aligned with the organization’s interests and goals throughout the
negotiation process and beyond
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*  Negotiation staffs’ interests and motives are surveyed and understood
regularly

e Individuals identify where individual interests appear misaligned with
organizational interests

e Individuals focus on building strong internal relationships

Key Capabilities and Key Practices—II

Individual interests are the strongest motivators that exist—in fact, the only
true motivator for every person is their assessment of their own individual
interests. What each one of us wants, needs, hopes for, or is concerned
about directs our behavior every waking moment. When we look at inter-
ests within the negotiation process, behavior at the table is driven by the
stated, unstated, and ever-changing assessment of interests by each party as
they work toward an agreement.

The starting point for an organization to be effective at the bargaining table
1s that their negotiators’ interests and motives are fully aligned with the organi-
zation’s interests before they get anywhere near leading a negotiation. Each
individual needs to be able to share information about their interests regularly.
The Individual Interests KPA 1s designed to bring this forward and address it.

1. Ability to communicate long- and short-term goals and inter-
ests directly to the organization.
Individuals must ensure that the organization knows and understands
their interests and goals.

IT Key Practice #1: Individual input is regularly given, and organi-
zational incentives are kept in broad alignment.

2. Ability to identify misalighments quickly and clearly.
Individuals must see a clear and safe process where they can be heard.

IT Key Practice #2: Individuals commit to quickly raising misalign-
ment issues and mixed-motive problems through agreed processes.

3. Ability to build and maintain strong organizational relationships.
Individual interests can sometimes obscure negotiators from seeing the
interests of the people around them, be they support staff or other areas
of the organization. Strong internal relationships help ensure that indi-
vidual interests are seen more broadly, reinforcing a culture of success.

IT Key Practice #3: Individuals reach out and build cross-functional
relationships across the organization wherever appropriate.

Summary—Individual Interests

While the organization needs to be skilled at engaging staff to understand
their interests, staff themselves have an obligation to share that information
as well. The Individual Interests KPA creates a two-way street that keeps
these interests in full alignment.
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Summary—Negotiation Capability Model at Level 2

When the systems, processes, and structures begin to align, when what
seems like the simple act of negotiating is underpinned in these areas, it
allows negotiators to fully engage and focus on achieving outcomes that
benefit everyone in the value chain. When friction from internal lack of
clarity disappears, when effective preparation becomes the norm instead of
the exception, negotiated outcomes will routinely support and drive success
for the whole organization.

Level 2, remember, is both a destination and a starting point. Achieving
Level 2: Repeatable Competency is a destination, in that having repeatable
processes that deliver on the needs of the organization will put your organi-
zation in the top 20-25% of organizations nationwide. Or worldwide, for
that matter. It will create that foundation for effective negotiations now and
in the future.

It is also a starting point, in that there are two additional and higher levels
of achievement; in this context, Level 2 can be seen as simply a steppingstone.
The next level is Level 3: Adaptive Flexibility, where the organization can
expand its current best practices from simple competence to being adaptable,
flexible, and nimble—all while maintaining a strong foundation of repeatabil-
ity. Level 3: Adaptive Flexibility is the subject of the next chapter. There, we’ll
show you how this foundation of Level 2 can be expanded and extended from
basic competence to a higher level of mastery in the negotiation function.

Key Practices Condensed—Level 2: Repeatable
Competency

In summary, to achieve Level 2, the Key Practices at this level are
captured here—at a minimum, Level 2 Key Practices must include the
following:

Strategy, Values, and Direction:

SVD #1: Core organizational and negotiation values are explic-
itly identified as part of a strategic plan that is current and well
publicized.

SVD #2: Every negotiation is required to have a clear, if simple,
strategy in writing.

SVD #3A: Specific negotiation process and procedures are
established.

SVD #3B: Roles and responsibilities for all negotiations are estab-
lished and communicated.

SVD #4A: A measurement and evaluation plan that measures the
successes and setbacks of the negotiation program is in place.
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SVD #4B: Basic scorecard and other simple KPIs are established
for negotiation activities.

SVD #4C: A peer review process 1s in place for negotiation plan-
ning, strategy, and evaluation.

Individual Fit:

IF #1: Individuals regularly establish and communicate organiza-
tional values during negotiations, both internally and across the
table.

IF #2A: Individuals apply the strategic planning process in every
negotiation.

IF #2B: Individuals follow specific procedures and practices based
on clear roles and responsibilities for every negotiation.

IF #3: Negotiators identify, track, and use measurements and KPIs
as an integral part of their negotiation process.

IF #4A: Every negotiation is framed and planned from an integra-
tive perspective.

IF #4B: When distributive issues arise, negotiators are comfortable
being firm in meeting organizational interests while maintaining
organizational values and relationships with negotiating partners
at the same time.

IF #5: Negotiators debrief every negotiation with a focus on self-
reflection and continuous individual improvement.

Human Capital and Organizational Investment:

HCOI #1: Hiring criteria is based on assessing candidate values
and negotiation approaches first and foremost.

HCOI #2A: A basic performance and evaluation process specific
to the negotiation function is developed and applied.

HCOI #2B: A clear career progression and promotion process is
established for negotiation staff.

HCOI #2C: Negotiation activities and successes are recognized
and acknowledged.

HCOI #3A: Budgets are allocated to provide time and resources
for effective preparation, research, and planning prior to engag-
ing in negotiations.

HCOI #3B: Training that aligns with organizational values and
goals 1s provided on an ongoing basis and is designed around
evidence-based negotiation theory.

HCOI #3C: Mentoring and/or learning forums are provided and
integrated into the ongoing negotiation function.
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HCOI #4: Documentation through role descriptions is in place to
clarify expectations across the negotiation function.

HCOI Key Practice #5: Activity-based metrics, and the soft-
ware and tools to use them effectively, are made available and

supported.

Knowledge and Skills:

KS #1A: Individuals attend high-quality training provided on a
regular basis.

KS #1B: Individuals are able to demonstrate the following core
skills at a minimum on an ongoing basis:

e Understands common negotiation styles and frames
o Consistently recognizes core elements of distributive
negotiation/value claiming situations
o Consistently recognizes core elements of integrative
negotiation/value creating situations

e Understands key variables in assessing negotiation power/
strength and uses this in developing negotiation strategy

*  Consistently identifies all parties’ interests and tests assump-
tions related to these interests

e Consistently discovers other parties’ targets, resistance
points, motives, and feelings of confidence

e Consistently applies basic engagement skills such as ques-
tioning, listening, acknowledging, and information gather-
ing during the negotiation process
o Able to create a free flow of information in negotiation

e Understands their own side’s BATNAs and WATNAs
o Consistently works to understand the other side’s
BATNAs and WATNAs

e Consistently seeks to improve negotiated agreements for all
parties prior to finalizing any negotiation

KS #2A: Individuals engage in post-negotiation audits with
a view to identifying areas for individual learning and
improvement.

KS #2B: Individuals engage with mentors and peers in struc-
tured activities designed to identify areas for learning and
improvement.
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KS #3: Individuals follow the established steps and processes for
each negotiation.

KS #4: Negotiators give regular feedback and ideas for improve-
ment of the negotiation process itself.

Organizational Incentives:

OI #1A: Incentive programs are assessed, designed, and imple-
mented to ensure individual negotiator behavior aligns with
organization values and goals.

OI #1B: Individual interests of negotiation staff are surveyed and
understood regularly.

OI #2: Incentive programs have metrics that ensure they remain
effective or are revised to retain their effectiveness.

OI #3A: Career paths are developed interactively with staft wher-
ever possible and are defined and communicated to staff regularly.

OI #3B: Relationships with high-value staff are built and sus-
tained over time.

Individual Interests:

IT #1: Individual input is regularly given, and organizational incen-
tives are kept in broad alignment.

II #2: Individuals commit to raising misalignment issues and
mixed-motive problems through agreed processes quickly.

IT #3: Individuals reach out and build cross-functional relation-
ships across the organization wherever appropriate.




5 Level 3 NCM—Adaptive
Flexibility

Introduction

In Chapter 3, we established a systemic approach to the negotiation process,
one that identified six areas of focus that will start the process of build-
ing simple, repeatable approaches to negotiation success. In Chapter 4, we
explored Level 2: Repeatable Competency as the first level of a systemic
approach to the negotiation process, looking at specific practices in each of
the six areas of the NCM needed to build simple, repeatable approaches to
negotiation success. Establishing a consistent level of practice that regularly
delivers results is an achievement that can also be the final destination for
the organization. Or Level 2 can also be seen as the precursor to helping
the organization gain even better results by building greater adaptability and
flexibility on the foundation that Level 2 has established.

In this chapter, we will explore the next level of the NCM identified
by the Negotiation Assessment Tool—Level 3: Adaptive Flexibility—and
describe the process of refining and enhancing the organizational and indi-
vidual capabilities put in place at Level 2. These enhancements are designed
to take the practice of negotiation from competence to artistry. From read-
ing and playing a musical score to improvising jazz.

Adaptability

Moving from the Ad Hockery of Level 1 to the Repeatable Competency
of Level 2 represents a major organizational milestone. Creating consist-
ency by building true organizational competency in negotiation fundamen-
tally transforms both the process and the outcomes around negotiation. So,
it'd be understandable if there’s a moment of pause when being asked to
now reintroduce a degree of variability into the organization’s negotiation
practices—this time, however, on purpose, with the goal of adapting and
improving quickly at the table. Quite importantly, the flexibility we are
introducing at Level 3 is done with purpose, fundamentally different from
the individual (and random) improvisation that created the Ad Hockery we
saw in Level 1. With Level 3: Adaptive Flexibility, we are expanding our
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organizational skills and capabilities by varying our processes and practices
for each unique negotiation as a way to deliver greater value. Exploring new
approaches in a planned and purposeful way creates a process of continuous
learning, continuous improvement, and rapid adaptation to new challenges.

The increased capabilities for Level 3: Adaptive Flexibility remain focused
on the six areas of the NCM and are focused on the negotiation processes
within the organization itself.

Adaptive Flexibility in Negotiation

Adaptive Flexibility extends the organization’s negotiation framework by
building on the repeatable practices introduced in the previous chapter. Once
repeatable practices are in place, negotiators can begin to identify and create
strategies and approaches tailored to the unique features of each negotiation. In
culinary terms, Level 2 is akin to carefully following a recipe that consistently
results in good-tasting food each time. Level 3 frees the chef to try new flavor-
ings and enhancements that make the food surprising and memorable. It brings
a full measure of creativity back, layering it on top of the repeatable foundation.
At a minimum, moving to the level of Adaptive Flexibility enhances the
organization’s negotiation function in a number of important ways:

*  Recognition that failing to evolve may be evolving to fail. The
move to Level 2: Repeatable Competency fixes many of the pain points
felt around your organization’s negotiation practices. It helps by cre-
ating a common culture with consistent practices. For some parts of
your organization, this may be the full measure of development needed
to succeed. That said, other areas of your organization might need
to continually improve and evolve their negotiation capabilities, and
these adaptations will likely look different across different functions in
your organization. This growth and evolution will allow negotiation to
consistently deliver value in different areas and with different strategies
across the organization.

e Systematize Adaptive Flexibility. For your organization to remain
nimble and remain on a path of continuous improvement, it must learn
to effectively identify what is and isn’t working, even with a strong
foundation from Level 2. We started by systematizing processes in Level
2; we now need to systematize change itself at Level 3. By supporting
flexibility within a systemic approach, organizational habits are created
for rapidly adapting, evaluating, and adapting further.

e Variation within a common set of values and goals. To be clear, the
importance of alignment between negotiation practices and organizational
values remains at the forefront. Creativity and adaptability can, and must,
remain closely aligned to the organization’s SVD identified in Level 2.

* Maintain a common culture with subcultures that align. The
need to create and maintain a common culture surrounding negotia-
tion is critical. Once established, allowing and supporting subcultures
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that meet local needs more effectively while remaining aligned with the
overall culture is the next step.

* Leverage organizational knowledge to a far deeper level. The
freedom to incorporate deeper layers of organizational knowledge to
enhance negotiation practices will help to elevate the organization’s
negotiation practices and results at the table.

*  Mentoring takes over from training, at least beyond the foun-
dational skills. Peers and mentors become much more important as
the move toward Adaptive Flexibility takes shape. Once a basic founda-
tion of skills is present, the focus for ongoing skill building is through
mentoring and peer engagement where new skills can be tailored to the
local culture far more effectively.

* Adaptations are not siloed. The adaptations and learnings driven by
Level 3 practices in one area are quickly shared to help elevate and inspire
other creative negotiation approaches throughout the organization.

* Hiring is more about capability and fit. With a greater understand-
ing of what knowledge, beliefs, and attitudes thrive in your organiza-
tion’s negotiation culture, hiring is much more about capability and fit
than experience. The organization becomes much better at supporting
and developing effective negotiators by starting with people predisposed
to working within the organizational culture.

e Barriers are identified quickly. So much of what holds back talented
individuals in negotiation are the organizational barriers, the friction
that grinds good practice to a halt. Level 3 negotiation organizations
encourage, support, and celebrate the identification of barriers and
resistance points that make rapid change possible.

* The difference between Ad Hockery and Adaptability is well
understood. To the untrained eye, an organization that has a variety
of negotiation practices might look the same as an organization in Ad
Hockery. However, there is a significant difference between organiza-
tions living in chaos and those which are adaptive and flexible based on
good information and a strong foundation of competent practice.

*  Measurement drives improvement much like it supports repeat-
ability. While measurement is critical in ensuring consistent practice, it
becomes equally central to identifying areas for adapting and improving
those very practices. Using measurement this way supports a base of
sound negotiation practice while identifying new approaches that raise
these practices to new levels.

Everything described earlier starts with the implementation of clear prac-
tices in a repeatable and measurable way by establishing Level 2. Level 3:
Adaptive Flexibility is the evolution born out of Level 2 success.

For the negotiation process, the framework and categories of the six key
performance areas (KPAs) remain the same, with the same direct points
of alignment between organizational KPAs and individual KPAs. The
focus remains within the organization, on building flexible and responsive
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negotiation practices internally. It is in the area of Key Practices where
important changes take place, changes that raise the bar and help the organi-
zation evolve to a higher level of performance at the bargaining table.

The NCM—Level 3 Adaptive Flexibility

As we saw in Chapter 4, there are three organizational KPAs, and these three
areas are paired and aligned with three KPAs of individual competence.
These areas remain the focus as the organization builds from Repeatable
Competency to Adaptive Flexibility.

KPA #1: Strategy, Values, and Direction (SVD)

The purpose of the SVD KPA for Level 3 is to ensure the organization’s
values continue to serve as the foundation of the negotiation process while
a new level of continuous improvement and learning takes hold. Once the
organization has built a clear set of practices at Level 2, it can start to try new
approaches, adapt to each different negotiation, and find new best practices
to apply. All the while, these activities remain firmly connected to the over-
all SVD that the organization has set.

The goal of the SVD KPA at Level 3 is to support creativity and flexibility
while preserving and maintaining the core values established in Level 2. As
is the case in Level 2, the SVD KPA is directly aligned with the Individual
Fit KPA for Level 3.

SVD

Strategy,
Values, &
Direction

Figure 5.1 Strategy, Values, and Direction KPA—Level 3

While the SVD performance area remains the primary guiding force that
governs all negotiation processes and procedures, it is now supported with
in-depth measurements that enable negotiators to change and vary how
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they plan and execute each negotiation. Within the strategy and values of
the organization, negotiators can start to emphasize the art of negotiation,
while staying firmly grounded in a framework that has been engineered for
success. Level 2 engineers the foundational negotiation activities; Level 3
opens up the canvas for full creativity.

The SVD practice area, for Level 3, is critical in ensuring that variation in
the established negotiation process is purposeful and deliberate rather than a
result of individual preferences or unconscious biases as seen in Ad Hockery.
Staying anchored in SVD maintains a consistent framework and also allows
negotiators to introduce changes and adaptations that respond to the unique
circumstances in each negotiation.

So, how does the organization evolve from closely following the same
process each time to tailoring each negotiation process as needed?

Key Capabilities and Key Practices SVD—Level 3

The Level 3 SVD capabilities that guide the negotiation process to adaptive
flexibility include:

1. An ability to uniquely apply core organizational and negotia-
tion values to different functions within the organization.
While the overall values that provide direction for the organization are
likely quite stable, the ability to apply them in unique and innovative
ways becomes a hallmark of a Level 3 organization. The organization’s
values must not become a dusty poster hung on a wall that few pay
attention to. These values must be applied directly to the challenges that
negotiators face when making important decisions at the table and must
be questioned and adapted where necessary.

SVD Key Practice #1: Organizational values are questioned, adapted,
and applied in unique ways to different functions within the organization.

*  How might different functions change and improve their negotia-
tion approaches while remaining consistent and true to the organi-
zational values?

*  Where does consistency stop adding value to the process and indi-
cate a need for Adaptive Flexibility?

*  When and how do the lived experiences at the negotiating table
cause the organization to refine or adjust its values?

It is this constant process of reflection and evaluation that drives the
adaptation, allowing the organization to find solutions and outcomes
tailored to each situation.

2. A robust ability to regularly review and improve specific
negotiation processes and procedures. Normalizing change and
adaptation as part of the organizational strategy around negotiation
allows for rapid growth and improvement. By continuously looking
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for incremental improvement, change is accomplished with minimum
resistance and maximum results.

SVD Key Practice #2: All negotiation processes and procedures
are proactively reviewed, assessed, and improved, including approaches
that create innovative new strategies.

e What strengths and weaknesses exist with the current negotiation
processes and procedures?

e What opportunities, big or small, are presenting themselves?

e What do current negotiators find most useful and successful in
the current organizational negotiation toolbox? What hasn’t been
successful?

e What needs have not been fully met?

e What external factors create new challenges for negotiations across
the organization?

An ability to strategically link negotiation ideas and adapta-
tions across different areas of the organization.

Adaptive flexibility isn’t just allowing for variation across different
negotiations, it also helps coordinate creative approaches across many
functions in the organization, allowing it to disrupt the status quo and
respond quickly to emerging challenges. This networked approach
to negotiation strategy shares ideas and learnings rapidly while also
responding to the unique needs and circumstances locally.

SVD Key Practice #3: Negotiation strategies are linked across
different areas of the organization to broaden the strategic impact of
negotiation.

e Where are the areas within the organization that negotiation pro-
vides the most critical strategic advantage?

*  How can those areas partner with other parts of the organization to
support learning and adaptation internally?

*  How can an area make changes without having unintended conse-
quences on other areas of the organization?

¢ Which stakeholders must be involved in reimagining a negotiation

approach?

Ability to learn from specific negotiation data and trends. One of
the reasons it’s nearly impossible to go directly from Level 1: Ad Hockery
to Level 3: Adaptive Flexibility is the missing data and knowledge that is
built and established at Level 2: Repeatable Competency. Without the
simple, repeatable activities established at Level 2, it is almost impossible
to predict whether the strategies implemented at Level 3 will have posi-
tive and desired outcomes. In addition, without the metrics established
at Level 2, negotiators lack the information to adapt successfully. Incor-
porating negotiation data into all facets of negotiation preparation and
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evaluation is critical for Adaptive Flexibility, not just at the process level
but also at the individual negotiation level. This increased knowledge
base allows the organization to leverage more detailed Scorecard and
KPI data to drive continuous improvement. Once KPIs are used to assess
each negotiation, the next step is to link KPIs across the organization’s
negotiation activities to improve the process more broadly. This creates
organization-wide learning and ensures best practices are shared, making
negotiation a core cultural advantage.

SVD Key Practice #4A: Measurements and KPIs are used to track
and measure variations and improvements for a range of processes that
negotiators use.

¢ Where do existing measures highlight the need to evolve?

e Where are the data and evaluation gaps that need to be addressed
with new tools or measurements?

*  How effective are the organizational negotiation planning processes?

e How are individual negotiation successes measured?

SVD Key Practice #4B: Basic scorecard and other KPI data is
compared across the organization and is reviewed for patterns and
trends that lead to continuous improvement.

e What is the forum for gathering and comparing KPIs and other
data across the organization?

¢ What learnings and best practices can be shared and operationalized
based on the patterns and trends in the data?

5. Ability to leverage internal expertise and mentors to drive inno-
vation in negotiation planning, strategy, and evaluation. One of
the hidden organizational advantages around negotiation is being able
to fully leverage peer input and learning across negotiation situations.
Engaging with colleagues across negotiations serves not only to support
individual negotiation success but also to spread adaptive best practices
across different functional areas of the organization.

SVD Key Practice #5: The peer review process is well established
and is a key step in driving negotiation planning, strategy, and evaluation.

*  How can peers across the organization assist each other in prepar-
ing for key negotiations and adapting individual negotiation plans?
*  How can peers across the organization help in understanding what

did and didn’t work?

Summary—Strategy, Values, and Direction KPA Level 3

At Level 3, the key goal of the SVD KPA is to keep everyone anchored
around the organization’s strategy, values, and direction while at the same
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time providing some breathing room for innovative adaptation. This flex-
ibility in negotiation capabilities is driven by improving the organization’s
knowledge through core measurements and better information.

KPA #2: Individual Fit (IF)

The purpose of the Individual Fit KPA for Level 3 is to ensure that indi-
viduals are actively engaging in innovative negotiation practices in ways that
support the organizational SVD. Ensuring that individual negotiators are
empowered to be inventive while staying aligned with the larger organiza-
tional framework 1s critical.

SVD

Strategy,
Values, &
Direction

IF

Individual
Fit

Figure 5.2 Individual Fit KPA—Level 3

Key Capabilities and Practices—IF

‘While the IF performance area remains closely aligned with the SVD prac-
tice area, the ability to leverage the bidirectional nature of shaping the SVD
takes on greater importance. These Level 3 adaptive Individual Fit capabili-
ties include:

1. Ability for individuals to operationalize core organizational
values in all of their negotiation practices.
As individuals begin to explore innovation and adaptation in the nego-
tiation process, shared core values and their application take on greater
importance.

IF Key Practice #1A: Individuals adapt their own practices to
implement the organization’s values in all their negotiation practices.

e What innovative individual practices that are consistent with the
organization’s values are developed?

e What individual practices might have value for others in the organ-
ization, if shared?
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IF Key Practice #1B: Individuals lead each negotiation in a way
that guides all parties toward constructive negotiation approaches.

*  How can individuals lead constructive processes in their negotia-
tions when working with parties who may not be able to do so?

*  How can individuals avoid negotiations sinking to the lowest com-
mon denominator within the negotiation process?

IF Key Practice #1C: Individuals are able to anticipate when nego-
tiation partners are likely to become competitive and distributive, and
can adapt their own practices to remain integrative wherever possible.

*  How can individuals recognize distributive behavior in other par-
ties early?

e What steps can be taken to shift this dynamic toward a more inte-
grative approach?

Ability for individuals to contribute to continuous improve-
ment around all negotiation processes.

Each individual must make ongoing improvement and adaptation a
critical part of their practice.

IF Key Practice #2A: Individuals actively participate in refining and
adapting roles and responsibilities to support negotiation best practices.

e What roles and responsibilities are key in your organization’s nego-
tiation processes?

*  How do they vary from functional area to functional area?

*  How can key negotiation responsibilities best be integrated into
existing roles?

IF Key Practice #2B: Individuals proactively reflect on and evalu-
ate past negotiations to support organizational improvement.

*  How canreflection and assessment be normalized and operationalized?
*  How can individuals be supported to proactively find ways for the
organization to improve?

IF Key Practice #2C: Individuals share best practices and adapta-
tions to the planning, preparation, and execution processes with nego-
tiation colleagues across the organization.

*  How can individual innovation be shared and broadened around
the negotiation function?
e What tools can be put in place to operationalize this sharing?

Ability for individuals to ensure that measurements serve as key
drivers in negotiation processes.
Measurement in Level 3 takes on greater value in improving practices.

IF Key Practice #3: Negotiators regularly adapt measurements and
KPIs to improve their value as drivers of the negotiation process.
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Summary—Individual Fit KPA

At Level 3, the IF performance area is paramount in maintaining indi-
vidual commitment to the organizational framework. The IF area, when
aligned with SVD, establishes a framework to allow for more individual-
ized approaches, provided they remain within the overall SVD of the
organization.

KPA #3: Human Capital and Organizational Investment (HCOI)

The purpose of the HCOI KPA for Level 3 is to take the organization
past Level 2 by ensuring that investment is made to hire individuals with a
continuous improvement mindset and by investing the resources needed for
fostering and supporting an adaptive negotiation culture. HCOI remains
linked to the individual KS KPA and is the organizational engine to identify
individuals who will thrive in an adaptive environment and support them
in doing so.

HCOI

Human Capital &
Organizational
Investment

Figure 5.3 Human Capital and Organizational Investment KPA—Level 3

Key Capabilities and Practiccs—HCOI
These Level 3 adaptive HCOI KPA capabilities include:
1. An ability to consistently hire and retain individuals capable of

contributing to a cutting-edge negotiation culture targeted at
continuous improvement and adaptation.

HCOI Key Practice #1: Hiring criteria are refined to identity indi-
viduals committed to integrative negotiation approaches as a baseline,
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as well as a capacity to adapt and flex their negotiation practices toward
continuous improvement.

e What specific attributes are evaluated and prioritized during the
hiring process to ensure an entrepreneurial approach to building
better negotiation skills and abilities?

e What processes are in place to provide feedback to hiring managers
about what to look for during the hiring process?

An ability to support and invest in successful negotiation prac-
tice and performance activities.

HCOI Key Practice #2A: Negotiation preparation, practice activi-
ties, outcomes, and self-reflection are deeply embedded in performance
and evaluation processes.

¢ What performance and evaluation processes are in place to ensure
that direct feedback and guidance are given to negotiators on a
regular basis?

HCOI Key Practice #2B: The organization demonstrates
investment in recognition and promotion of innovative negotiation
practices.

*  How clearly are desired negotiation behaviors and successes cel-
ebrated and rewarded as a means of supporting the organizational
culture around negotiation practices?

An ability to invest in key organizational supports that deliver
necessary knowledge and tools to support the negotiation
function.

HCOI Key Practice #3A: Significant organizational investment is allo-
cated to integrating and embedding best practices in the negotiation process,
such as research, technology and databases, and administrative support.

e What infrastructure is in place to capture and share negotiation best
practices?

e What technology is needed to ensure that all individuals have easy
access to core tools and information around negotiation within the
organization?

HCOI Key Practice #3B: Training resources are continually
updated, improved, and adapted to the specific goals and values of the
organization.

e How are training resources made relevant to your organization on
an ongoing basis? How is skill and knowledge training tailored to
the issues and concerns of negotiators?

*  How much input is solicited from individual negotiators into the
training and learning goals of the organization?
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HCOI Key Practice #3C: Activity-based metrics are continuously
reviewed and refined as a critical part of the organization’s negotiation
learning and development resources.

e What metrics are captured and used as learning and development
tools?

4. An ability to offer education that develops knowledge and skills
specific to all functional areas in the organization.

HCOI Key Practice #4A: Individual development plans ensure
that negotiators become more than familiar with the strategic and oper-
ational needs of the areas they negotiate for.

e Are individual development plans delivering the local knowledge
needed at the bargaining table?

Summary—Human Capital and Organizational Investment KPA

At Level 3, HCOI must help elevate the infrastructure needed to develop an
adaptive and flexible approach to negotiations, without losing the founda-
tion of repeatability built in Level 2.

KPA #4: Knowledge and Skills

The purpose of the KS KPA for Level 3 is to help individuals become
actively engaged in their own continuous learning that aligns with the
organizational continuous improvement cycle. Aligning the KS KPA with
the HCOI KPA ensures that negotiators working toward new and flexible
approaches to negotiation are supported and resourced.

HCOI

Human Capital &
Organizational
Investment

KS

Knowledge &
Skills

Figure 5.4 Knowledge and Skills KPA—Level 3
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Key Capabilities and Practices—KS

At Level 3, individuals must follow the organization’s lead in becoming
adaptive and innovative in their practices. The following key practices are
necessary at Level 3:

1.

An ability for individuals to reflect on and give feedback
to the organization to ensure continuous improvement and
flexibility.

KS Key Practice #1A: Negotiators assume significant responsibil-
ity for improving and adapting the negotiation process itself.

*  What contributions do individual negotiators make to sharing ideas
and needs for improvement?
*  How can individual innovation be replicated?

KS Key Practice #1B: Individual negotiators regularly engage in
post-negotiation audits as a critical part of the continuous improvement
cycle.

e Is there a clear process for conducting post-negotiation audits or
assessments?

*  How is information from those audits captured and shared?

*  Are the audits understood as critical for driving key learnings for
the organization?

KS Key Practice #1C: Individuals seek innovative and new
approaches in their individual negotiation practices, and freely share
these innovations with their colleagues and the organization.

* Do individual negotiators share their successes and failures as
they test changes and adaptations to the established negotiation
processes?

Individuals demonstrate the advanced negotiation skills neces-
sary for adapting to the specific challenges in each negotiation
situation.

KS Key Practice #2A: Individuals assess the skill level of their
negotiation counterparts and have an ability to guide negotiations
successfully with weak or inexperienced negotiators on the other
side.

*  How effectively does the training curriculum prepare negotiators
to work with weaker or less experienced negotiators on the other
side?

e Is there a repository for documenting previous experiences with
repeat negotiation partners?
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KS Key Practice #2B: Individuals can demonstrate the following

advanced skills, at a minimum:

Applies common negotiation styles and frames regularly:

o Directs and sustains negotiations toward integrative processes/
value creating situations

o Names distributive negotiation/value claiming situations and
leads both parties toward integrative approaches wherever
appropriate

Addresses negotiation power/strength issues during negotiations to
prevent adversarial strategies from developing

Consistently engages all parties through their interests as a primary
goal in negotiation

Consistently tests and engages other parties around their targets,
resistance points, motives, and feelings of confidence

Consistently applies advanced engagement skills such as strategic
questioning and listening,' relationship building, reciprocity,® loss
aversion,’ and rigorous value creation during the negotiation process
Directly applies their own side’s BATNAs* and WATNASs to their
negotiation strategy

o Leverages the other side’s BATNAs and WATNAs toward out-
comes that benefit both parties

Consistently seeks to strengthen long-term relationships through-
out the negotiation process independent of outcome

Ability to effectively connect with peers and mentors across

the organization to build negotiation knowledge and skill
sharing.

KS Key Practice #3—Peer groups and mentors within the organi-

zation meet regularly around negotiation to share knowledge and inno-
vations key to negotiation success.

Do individuals commit to regularly meeting and sharing knowl-
edge and ideas around negotiation?
Is this knowledge captured and shared in a readily accessible way?

Summary—Knowledge and Skills KPA

At Level 3, individuals must take the lead in advancing a creative approach
to all negotiations, with clear support from the HCOI performance area.
Once the foundation has been created in Level 2 and a clear and systemic
approach is in place, new approaches and new strategies at the table can be
brought into play.
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KPA #5: Organizational Incentives (OI)

The purpose of the OI KPA for Level 3 is to ensure that the incentives for
negotiation staff support both the foundational Level 2: Repeatable Com-
petency and the Level 3: Adaptive Flexibility capabilities. Special attention
is paid to unintended impacts around incentives.

o]

Organizational
Incentives

Figure 5.5 Organizational Incentives KPA—Level 3

Key Capabilities and Practices—OI

At Level 3, incentives must be scrutinized even more carefully to ensure
they are guiding negotiators toward creative and innovative practices. The
following key practices are necessary at Level 3:

1. Ability to ensure that incentives, both monetary and nonmon-
etary, support adaptive and flexible negotiation processes and
practices.

OI Key Practice #1A: Incentive programs are assessed, designed,
and implemented to ensure individual negotiators support a culture of
continuous improvement and adaptation within the organization.

*  Are monetary incentive programs regularly audited to ensure align-
ment with innovative negotiation practices and risk-taking?

* Are nonmonetary incentives reviewed to avoid unintended
consequences?

OI Key Practice #1B: Individual interests of negotiation staft are
gathered and assessed regularly.

*  Are there frequent opportunities for individuals to share their own
interests around negotiations to help the organization identify
opportunities for adaptation?
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2. Ability to define clear promotional opportunities and career
paths that incorporate negotiation competencies and suc-
cesses.

OI Key Practice #2: Career paths are developed to maximize
retention of negotiation staff, and promotion practices support indi-
viduals who demonstrate leadership around adaptive and creative nego-
tiation competencies.

*  Are there well-developed and well-publicized career paths related
to negotiation competencies?

Summary—Organizational Incentives KPA

At Level 3, Ol takes on a larger role, going beyond eliminating disincentives
and actively creating incentives that promote creative, flexible, and adaptable
negotiation practices.

KPA #6: Individual Interests (II)

The purpose of the II KPA is to understand the individual interests of nego-
tiation staff and ensure these interests are aligned with the organization as it
moves toward Level 3 Adaptive Flexibility. The II KPA links directly to the
OI KPA.

Ol

Organizational
Incentives

Individual
Interests

Figure 5.6 Individual Interests KPA—Level 3

1. Ability to communicate II and seek alignment with OI as the
organization focuses on Adaptive Flexibility in the negotiation
process.
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IT Key Practice #1A: Individuals follow up to ensure their interests
are incorporated into OL

* Do individuals actively share their core interests to ensure they are
incorporated into the organizational incentive structures?

II Key Practice #1B: Individuals engage actively in cross-func-
tional relationships across the organization in support of overall negotia-
tion successes.

* Do individuals actively connect with peers across different func-
tions to support alignment and best practices in negotiation?

2. Ability for individuals to identify misalighment between OI
and II.
II Key Practice #2: Individuals raise misalignment issues and
mixed-motive problems through agreed processes quickly.

* Are individuals supported and celebrated for raising alignment
issues around Ol and II?

* Do individuals articulate mixed motive challenges quickly to help
maintain alignment?

Summary—Individual Interests KPA

At Level 3, individuals are expected to communicate their important inter-
ests and actively work with the organization to maintain alignment between
their interests and OI.

Summary—The NCM at Level 3

In summary, to achieve Level 3, a new set of key practices must be intro-
duced that build on the foundation of Level 2, yet go further into flex-
ible and innovative new approaches. Individual negotiators must adapt and
respond to the unique needs of each individual negotiation while avoiding
the pitfall of slipping back into Ad Hockery.

Key Practices Condensed—Level 3: Adaptive Flexibility
A summary of the Level 3 key practices includes the following:

Strategy, Values, and Direction:

SVD Key Practice #1: Organizational values are questioned,
adapted, and applied in unique ways to different functions
within the organization.
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SVD Key Practice #2: All negotiation processes and procedures
are proactively reviewed, assessed, and improved, including
approaches that create innovative new strategies.

SVD Key Practice #3: Negotiation strategies are linked across
different areas of the organization to broaden the strategic
impact of negotiation.

SVD Key Practice #4A: Measurements and KPIs are used to
track and measure variations and improvements for a range of
processes that negotiators use.

SVD Key Practice #4B: Basic Scorecard and other KPI data are
compared across the organization and are reviewed for patterns
and trends that lead to continuous improvement.

SVD Key Practice #5: The peer review process is well estab-
lished and is a key step in driving negotiation planning, strategy,
and evaluation.

Individual Fit:

IF Key Practice #1A: Individuals adapt their own practices to imple-
ment the organization’s values in all their negotiation practices.

IF Key Practice #1B: Individuals lead each negotiation in a way
that guides all parties toward constructive negotiation approaches.

IF Key Practice #1C: Individuals are able to anticipate when
negotiation partners are likely to become competitive and dis-
tributive and can adapt their own practices to remain integrative
wherever possible.

IF Key Practice #2A: Individuals actively participate in refin-
ing and adapting roles and responsibilities to support negotiation
best practices.

IF Key Practice #2B: Individuals proactively reflect on and eval-
uate past negotiations to support organizational improvement.
IF Key Practice #2C: Individuals share best practices and adapta-
tions to the planning, preparation, and execution processes with

negotiation colleagues across the organization.

IF Key Practice #3: Negotiators regularly adapt measurements and
KPIs to improve their value as drivers of the negotiation process.

Human Capital and Organizational Investment:

HCOI Key Practice #1: Hiring criteria are refined to identify
individuals committed to integrative negotiation approaches as a
baseline, as well as a capacity to adapt and flex their negotiation
practices toward continuous improvement.
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HCOI Key Practice #2A: Negotiation preparation, practice
activities, outcomes, and self-reflection are deeply embedded in
performance and evaluation processes.

HCOI Key Practice #2B: The organization demonstrates investment
in recognition and promotion of innovative negotiation practices.
HCOI Key Practice #3A: Significant organizational investment
is allocated to integrating and embedding best practices in the
negotiation process, such as research, technology and databases,

and administrative support.

HCOI Key Practice #3B: Training resources are continually
updated, improved, and adapted to the specific goals and values
of the organization.

HCOI Key Practice #3C: Activity-based metrics are continu-
ously reviewed and refined as a critical part of the organization’s
negotiation learning and development resources.

HCOI Key Practice #4A: Individual development plans ensure
that negotiators become more than familiar with the strategic
and operational needs of the areas they negotiate for.

Knowledge and Skills:

KS Key Practice #1A: Negotiators assume significant responsi-
bility for improving and adapting the negotiation process itself.

KS Key Practice #1B: Individual negotiators regularly engage
in post-negotiation audits as a critical part of the continuous
improvement cycle.

KS Key Practice #1C: Individuals seek innovative and new
approaches in their individual negotiation practices, and
freely share these innovations with their colleagues and the
organization.

KS Key Practice #2A: Individuals assess the skill level of their
negotiation counterparts and have an ability to guide negotia-
tions successfully with weak or inexperienced negotiators on
the other side.

KS Key Practice #2B: Individuals are able to demonstrate the
following advanced skills at a minimum:

*  Applies common negotiation styles and frames regularly
o Directs and sustains negotiations toward integrative pro-
cesses/value-creating situations
o Names distributive negotiation/value claiming situations
and leads both parties toward integrative approaches
wherever appropriate
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e Addresses negotiation power/strength issues during negotia-
tions to prevent adversarial strategies from developing

e Consistently engages all parties through their interests as a
primary goal in negotiation

e Consistently tests and engages other parties around their tar-
gets, resistance points, motives, and feelings of confidence

e Consistently applies advanced engagement skills such as stra-
tegic questioning and listening,® relationship building, reci-
procity,® loss aversion,” and rigorous value creation during the
negotiation process

* Directly applies their own side’s BATNAs® and WATNAs to
their negotiation strategy
o Leverages the other side’s BATNAs and WATNAs

toward outcomes that benefit both parties

e Consistently seeks to strengthen long-term relationships
throughout the negotiation process independent of outcome

KS Key Practice #3—Peer groups and mentors within the
organization meet regularly around negotiation to share knowl-
edge and innovations key to negotiation success.

Organizational Incentives:

OI Key Practice #1A: Incentive programs are assessed, designed,
and implemented to ensure individual negotiators support a
culture of continuous improvement and adaptation within the
organization.

OI Key Practice #1B: Individual interests of negotiation staff are
gathered and assessed regularly.

OI Key Practice #2: Career paths are developed to maximize
retention of negotiation staff, and promotion practices support
individuals who demonstrate leadership around organizational
negotiation competencies.

Individual Interests:

IT Key Practice #1A: Individuals follow up to ensure their inter-
ests are incorporated into organizational incentives.

II Key Practice #1B: Individuals engage actively in cross-
functional relationships across the organization in support of
overall negotiation successes.

II Key Practice #2: Individuals raise misalignment issues and
mixed-motive problems through agreed processes quickly.
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6 Level 4 NCM—Optimized
Performance

Introduction

We started by moving out of Ad Hockery and into repeatable processes, then
moved from this basic repeatability into Adaptive Flexibility, where innova-
tion and artistry can grow from a foundation of repeatable consistency. We
are now looking at the final step of the NCM, Optimized Performance.

The first three states of the NCM, Level 1: Ad Hockery; Level 2: Repeat-
able Competency; and Level 3: Adaptive Flexibility, tend to be focused on
the processes and approaches within the organization—what the organi-
zation itself can do internally to improve its negotiation processes. In Ad
Hockery, negotiators are highly reactive to whatever conditions or bumps
in the road come their way, with little support or strategic direction from
the organization. In Level 2, the organization and the negotiators build a
consistent framework and process to follow to achieve their specific negotia-
tion mandates. In Level 3, that framework begins to go beyond consistent
and repeatable negotiation processes by starting to apply creative and adap-
tive approaches that deliver even better outcomes. In addition, these adap-
tive approaches are integrated across the organization to embed a culture of
negotiation expertise. In all three levels, the focus is within the organization,
on the structures, processes, and choices the people and the organization can
control and influence directly.

We now come to Level 4 of the NCM. To truly optimize the value that
effective negotiation can provide, there are limits to what one party, any
one party, can achieve unilaterally by focusing their strategy and actions
internally. At some point, the very structure of the negotiation itself must be
challenged and changed. The most effective way to do this is by both parties
at the table coming together to jointly design the goals, structure, and con-
text of the negotiation process right from the beginning. It may even require
that the parties disrupt or challenge established practices and beliefs at a
deep level to unlock or create value that simply wasn’t seen before. And this
requires negotiators to focus externally and collaboratively, to work together
to define or redefine basic assumptions to reach Level 4.
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In this chapter, we will explore the final level from the NCM—
Optimized Performance—and lay out a vision for fundamental change
and value creation through the negotiation process itself.

Status Quo and Fundamental Change

In almost every negotiation, the parameters of what is being negotiated are
set and accepted long before the negotiation starts. Often, today’s negotia-
tion is simply an extension or repeat of how we negotiated the last time
around. In a procurement negotiation, the company typically sends out a
Request for Proposal (RFP) detailing the scope and nature of the product or
service needed, the duration of the contract, the qualifications required, and
so on. Every significant aspect of the arrangement is predetermined, and for
the sake of simplicity, this year’s RFP is based on the previous one, which
was based on the one before that, with minor updates and modifications at
best. Should a service provider send in a proposal with ideas for a completely
different approach, that is, suggest a different product to meet the customer’s
needs or a completely different way to provide value, in many cases they will
simply be considered “non-compliant” with the RFP process and disquali-
fied. In other words, if T ask to purchase a car from you and you offer to lease
it to me instead, [ may not even consider the request.

Unfortunately, while improving the repeatability and flexibility of an
organization’s negotiation skills internally are critical steps, a great deal of
potential value in any negotiation can be missed—for both parties. It is only
by developing the ability to jointly optimize value, to jointly challenge the
accepted norms, by challenging “this is the way we do things” at a deeper
level—and doing so together—that deeper benefits can be realized. In other
words, the parties need to know how to negotiate the very process of the
negotiation itself. And that can only be done collaboratively, where parties
design the negotiation framework together as a way to unlock ideas that are
simply not available when negotiating “against” another party. When parties
negotiate to increase and maximize value first, before negotiating how they
will share that value, there is simply more value available for both parties to
work with. When the water level itself rises, all boats rise as well.

Optimized Performance requires us to look at the negotiation process
from a very different perspective. Negotiation, as we saw, is characterized in
many ways, such as a dance, a sports competition, or even a marriage. What
is common to all these metaphors is the idea that it takes two (or more) to
tango, as the saying goes. The outcome, in other words, depends less on what
I choose to do individually and more on what we choose to do together. The
best dancer in the world will look foolish if their partner is unskilled, and the
best negotiator in the world can appear to have failed if the other party simply
won’t come to the table or agree to even a basic agenda.
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An optimized approach, on the other hand, brings together the exper-
tise and perspectives of both parties. It recognizes that complex challenges
require the collective creativity of all parties, that better solutions may be
available only through full collaboration. It allows each party to benefit from
the knowledge, ideas, and perspectives of the other party or parties both
before and during a negotiation, information typically not available to each
other in most negotiation processes.

A Partnered Approach to Negotiation

To achieve this optimized performance, an entirely different approach to
negotiation, from start to finish, must be found. This approach, often called
a “partnered approach,” starts well before the parties sit at a bargaining
table. It starts with a pre-bargaining discussion or dialogue that focuses on
the negotiation process itself, on understanding the goals of each party,
on what needs to be negotiated, and what each party expects when the
negotiation starts. It uncovers the core assumptions each party is making,
it asks the question “Why?,” challenging each parties’ thinking and rea-
sons. All of this is done with the goal of accessing each parties’ knowledge,
skill, and information to make sure all the value that can be achieved is
explored—jointly.

A fundamental reason human beings negotiate and work together is
because of complexity. The reason a property owner hires an architect
is because the owner has one important piece of the puzzle—land—
and the architect has another piece—ideas for a building that meets the
owner’s needs. When the contractor is hired, the contractor has another
important piece of the puzzle—the ability to construct the building.
Another party, the supplier, adds another critical piece—sourcing the
supplies the contractor needs. Each needs the other’s knowledge and
skills to construct a building that meets the needs of the owner and
the tenants. Each has information the other simply doesn’t have, and
unless we share that information, in some way, nothing useful can be
achieved.

The parties have a choice as to how this process unfolds, however.
They can communicate the least amount of information possible to
maintain what they see as their “advantage” in the negotiation. The sup-
plier gives the contractor a fixed price for building materials, nothing
more, which the contractor doesn’t share with the owner; the contractor
also gives the owner a fixed price, nothing more. None of the parties may
know anything other than the price. For the owner to learn anything,
they will be forced to get three, maybe four competing bids—also just
fixed prices—and try to figure out why one price is dramatically higher
or lower than some of the others. Is it quality? Is it different materials or
different construction methods? Is one contractor busy, the other needing
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work? When knowledge is seen as power in negotiations, as it often is,
little information is shared. The negotiation process becomes more of a
guessing game, a process of pressure, demands, and brinkmanship, one
that is likely to be ineflicient and expensive for at least one, perhaps all,
parties.

Another alternative is for parties to meet before any negotiations take
place and share information instead. The supplier can break down the
costs—some materials are expensive, others relatively cheap. The con-
tractor can use this information to guide the owner toward some design
changes that improve the final product and reduce the cost. The owner
can share the important uses for the building, allowing the architect to
make suggestions that improve the performance and value of the prop-
erty, adding value for the owner at no additional cost to the architect
or contractor. By the time the parties finalize the price, schedule, and
materials, all parties have already gained value. Each party has contrib-
uted to increasing the overall pool of value, making it likely that all par-
ties will do better than they could have when knowledge was hoarded
as leverage.

This partnered approach, however, is counterintuitive, as it requires par-
ties to see negotiation not as something to win or do better than the other
party but as an exercise in collaboration and value creation, one that can
only be done working together, not individually.

At a minimum, this shift toward Optimized Performance through a part-
nered negotiation approach must consider the following ideas:

* Negotiation is not an event; it is an ongoing process of value
creation. Pre-bargaining dialogue between the parties must become a
necessary step where the parties look at the parameters of the negotia-
tion, challenge the scope, understand value from all parties’ point of
view, and jointly look at how the negotiation process can serve every-
one most effectively.

e The definition of success in the negotiation must include sus-
tainability for both parties. At Levels 1, 2, and 3, success is typically
defined as “my party getting what we need.” At Level 4, success must
include “both parties getting more than what they need.” When success
is defined this way, it unlocks value at a deeper layer.

* Interests must be aligned. All parties need to identify their interests,
then focus on their common interests more than focusing on their com-
peting interests.

* Industry norms and standards are challenged. The typical
approach to negotiation, often embedded as industry standards or
simply the “normal” way this is done, needs to be questioned. These
norms, either conscious or unconscious, often limit the creativity and
flexibility needed to find better solutions.
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* Data and information: The adage Knowledge is Power must be
revised to read Knowledge is Power—But Only When Everyone Has
It. When knowledge is guarded, it is seen as a useful way to leverage
the other side—a short-term strategy at best. When knowledge is seen
as powerful because everyone has it, when everyone uses it to find
better solutions and make better decisions, it becomes a sustainable
source of advantage for all parties involved. Joint data collection and
pre-negotiation information exchanges all contribute to a partnered
approach.

e Supporting all parties at the table: A partnered approach recognizes
that if one party has little experience or poor negotiation skills, this
will negatively impact all parties. A partnered approach helps every-
one improve their preparation, information, and ability to create value,
which again increases value for all parties.

* Measurement: Key performance measures from the negotiation
itself can also be shared to establish the ongoing value of a partnered
approach, making it a long-term strategy for the parties involved.

Everything described earlier starts with parties working together to design
the negotiation itself, looking to jointly create value in the process as a
first step. Only then will the full value available to the parties be realized.
It should be noted, one more time, that not all negotiations need to be
conducted at Level 4. In some situations, practicing and reaching Level 2 or
3 may strike the right balance for all parties to a negotiation. In other situ-
ations, however, only a partnered, Optimized Performance approach will
create a long-term competitive advantage for both parties.

The NCM—TLevel 4 Optimized Performance

As we saw in Chapter 3, there are three key performance areas (KPAs) at
the organizational level, and these three areas are paired and aligned with
three KPAs of individual competence. That doesn’t change at Level 4. We’ll
look at each KPA, linking each organizational competence with its directly
aligned individual competency.

By the time an organization is focusing on Level 4, it means that it has
created and begun to practice some or all of Level 2 and Level 3. With Level
2 and Level 3 in play, Level 4 can focus directly on the key practices (KPs)
needed to achieve the most value for both parties in any negotiation.

KPA #1: Strategy, Values, and Direction (SVD)

The purpose of the SVD KPA for Level 4 is to introduce and embed the
idea that deep engagement and collaboration with negotiation partners is a
core value and strategy of the organization. The SVD key performance area
is directly aligned with the Individual Fit KPA.
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SVD
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Values, &
Direction

Figure 6.1 Strategy, Values, and Direction KPA—Level 4

Key Capabilities and Practices—SVD

For SVD at Level 4, the following capabilities must be identified as necessary
for elevating the negotiation function, followed by implementation of key
practices that deliver on those capabilities.

1.

Ability to introduce, promote, and reinforce a partnered
approach to important negotiations.

For Level 4, the critical organizational value that needs to be supported
and promoted is approaching important negotiations as a partnership
exercise rather than a friendly (or other!) process of each party getting
the most they can. The focus must move away from specific targets and
outcomes and toward an exploration of value. Specific monetary targets
limit the playing field to a narrow range of options. Value, however, can
take many forms, often surprising to both parties, and can only be dis-
covered when the parties are actively looking to create and build value
rather than achieve narrow goals.

SVD Key Practice #1A: A partnered approach to negotiations is
embedded and communicated internally as part of the organization’s
values and strategies.

e The organization must make this approach a part of its mission,
vision, and values.

SVD Key Practice #1B: Core organizational and negotiation val-
ues are regularly shared across the industry and with negotiation partners
to advance effective negotiation approaches beyond the organization.
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* DBy openly sharing a commitment to a partnered negotiation
approach, more opportunities to explore value are created.

2. Ability to develop and implement procedures, practices, roles,
and responsibilities to introduce and implement a partnered
negotiation approach.

The internal negotiation procedures and practices must support and
direct negotiations toward a partnered approach.

SVD Key Practice #2A: Negotiation strategies are expanded to
include a collaborative, partnered approach with key organizations.

e Each negotiation should include a mandatory assessment of whether
a partnered approach should be employed—and if not, why not.
While not all negotiations need or should be Level 4, it should be
assessed for every negotiation.

SVD Key Practice #2B: Specific negotiation processes and pro-
cedures have been developed to implement an interorganizational joint
negotiation strategy.

*  The organization must develop the skills and processes to initiate
and run a partnered negotiation process, where appropriate.

3. Ability to integrate data, measurement, and KPIs directly
related to partnered negotiations.

SVD Key Practice #3A: Critical data and information influencing
the negotiation are routinely shared with negotiation partners when-
ever possible.

SVD Key Practice #3B: Scorecard and KPI data is measured and
tested against data from partnered organizations and industry.

e Outcomes and results from partnered negotiations are compared to
broader outcomes in the sector.

Summary—Strategy, Values, and Direction

A key goal of this SVD performance area is to introduce high-level expec-
tations and overall strategy for a partnered approach into the negotiation
function. Only when this optimized approach to creating value is endorsed
at the strategy and values level will the organization see these tools used to
everyone’s benefit.

KPA #2: Individual Fit (IF)

The purpose of the IF KPA for Level 4 is to ensure that all individuals work-
ing in the negotiation space in the organization are fully aligned with engag-
ing in a partnered approach to negotiation wherever possible. The tendency
for individuals to fall back on competitive approaches to negotiation is strong,
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often resulting in negotiations that start collaboratively but slowly devolve
into distributive contests to claim value. Level 4 IF ensures that the partnered
negotiation approach is a strong focus for all individuals leading negotiations.
The IF KPA is directly aligned with the organizational SVD KPA.

SVD
Strategy,

Values, &

Direction

IF

Individual
Fit

Figure 6.2 Individual Fit KPA—Level 4

Key Capabilities and Practices—IF

1.

Ability to advocate for a partnered approach to negotiation
wherever appropriate.

IF Key Practice #1A: Individuals take a leadership role within
their organization and industry to help other organizations and indi-
viduals explore the value of a partnered negotiation approach.

IF Key Practice #1B: Individuals share best practices and adapta-
tions to the partnered approach with negotiation colleagues across their
industry.

Ability to adapt and improve key measurements and data gath-
ering directly related to a partnered approach.

IF Key Practice #2A: Negotiators include data gathering and data
sharing into negotiation planning processes wherever possible.

IF Key Practice #2B: Negotiators develop key measurements and
KPIs to support industry best practices and share with key negotiation
partners.

Summary—Individual Fit

When the SVD of an organization moves to Level 4, there must be a fit
and alignment with all individuals in the negotiation function to support and
implement Level 4, both at the table and more broadly within industry as well.
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KPA #3: Human Capital and Organizational Investment (HCOI)

The purpose of the HCOI KPA for Level 4 is to ensure the organization has
adapted its policies, procedures, and practices to align with a partnered nego-
tiation strategy. In addition, it ensures the organization has invested in hiring,
training, and supporting a partnered negotiation function across the organiza-
tion. HCOI is directly linked to the individual Knowledge and Skills KPA.

HCOI

Human Capital &
Organizational
Investment

Figure 6.3 Human Capital and Organizational Investment KPA—Level 4

So what, specifically, should an organization be focused on and investing
in when implementing a partnered negotiation strategy? The following
competencies and practices will guide the organization toward strength-
ening and supporting its human capital in this aspect of the negotiation
function.

Key Capabilities and Practices—HCOI

Since it’s human nature to see the world from a self-centered perspective,
organizations that want to explore joint value creation through the negotia-
tion process must invest time and resources in supporting collaborative skills
internally, engaging with negotiation partners externally, as well as export-
ing these approaches to industry.

For HCOI, the following capabilities are identified as necessary for a part-
nered approach, followed by implementation of key practices that deliver on
those capabilities.

1. Ability to identify and hire negotiation staff who are fully
aligned with a partnered negotiation mindset.
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HCOI Key Practice #1: Hiring criteria contains a strong component
of collaborative and partnered negotiation skills, experience, and values.

2. Ability to invest in and support the promotion of value crea-
tion and collaborative negotiations beyond the organization.

HCOI Key Practice #2A: Significant organizational investment
is allocated to sharing and supporting best practices in the negotiation
process with key negotiation partners and across the industry.

HCOI Key Practice #2B: Opportunities for shared training
focused on a partnered approach with key negotiation partners are
sought and supported.

3. Ability to design and deliver targeted measurements that assess
the value of partnered negotiation practices.

HCOI Key Practice #3: Process-oriented success measures are
developed internally and shared with key negotiation partners.

Summary—Human Capital and Organizational Investment

In addition to the key practices at Level 3, these additional practices will
help the organization take the next step and engage negotiation partners
tully in the value creation process.

KPA #4: Knowledge and Skills (KS)

The purpose of the KS KPA for Level 4 is to ensure that all individuals with
negotiation responsibilities have the knowledge and skills to advocate for
and deliver partnered negotiation processes with negotiation partners and
industry. KS is directly aligned with the HCOI KPA.

HCOI

Human Capital &
Organizational
Investment

KS

Knowledge &
Skills

Figure 6.4 Knowledge and Skills KPA—Level 4
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Key Capabilities and Practices

The following are the key capabilities and key practices (KPs) for individuals
who are tasked with delivering a partnered negotiation approach.

1. Ability to lead and deliver a partnered negotiation approach.

KS Key Practice #1: Individuals are able to demonstrate the fol-
lowing optimized skills at a minimum:

*  Focus on pre-negotiation discussions with other parties well before
any formal negotiations begin

*  Manage and share meaningful data and information with other parties

*  Understand and apply an integrative and collaborative approach
that seeks mutual gains in negotiated solutions

e Actively defines and applies procedural trust! principles in all
negotiations

e Seeks alignment of goals and common interests with negotiation
partners as a primary strategy

*  Analyzes negotiations to include the interests and impacts beyond
the parties at the table

e Identifies all barriers and challenges as a joint set of problems to solve

e Sees conflict as a starting point, not an end point, of the negotiation

*  Builds clear issue resolution processes for resolving problems in
between formal negotiations

2. Ability to work with industry and negotiation partners in an
optimized partnership approach.

KS Key Practice #2A: Individuals share advanced tools and expert
information around negotiation practices with key negotiation partners
to improve negotiation capabilities.

KS Key Practice #2B: Industry peer groups meet regularly around
negotiation to share knowledge and innovations key to negotiation success.

KS Key Practice #2C: Regulatory or governance barriers to part-
nered negotiation processes are identified and targeted for change.

3. Ability to continuously develop and enhance a partnered nego-
tiation approach.

KS Key Practice #3: Post-negotiation audits are conducted that
include all negotiation partners, and information on improving nego-
tiation practices are shared to support continuous improvement.

Summary—Knowledge and Skills

The KS performance area at Level 4 requires that individual negotiators
both buy-in to a partnered negotiation approach and build and maintain
the skill and ability to work collaboratively with parties in each negotiation.
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KPA #5: Organizational Incentives (OI)

The purpose of the OI KPA for Level 4 is to ensure the organization has
created incentives that promote a partnered approach to negotiation. Incen-
tives need to be aligned in a way that guides negotiators toward considering
and implementing partnered negotiations wherever it will create value. OI
is directly linked to the Individual Interests KPA.
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Figure 6.5 Organizational Incentives KPA—TLevel 4

Key Capabilities and Practices—OI

For OI, the following capabilities and key practices for a partnered negotia-
tion approach need to be considered.

1. Ability to strategically design both monetary and nonmon-
etary incentives to encourage a partnered negotiation approach
wherever appropriate.

OI Key Practice #1: Incentive programs are assessed and designed
in a way that motivates negotiators to explore and implement a part-
nered approach to negotiation with key negotiation partners.

Summary—Organizational Incentives

The OI KPA at Level 4 is focused, quite simply, on creating incentives to
bargain collaboratively from the beginning. Level 4 is where the true value
of a mutual gains approach can be realized.

KPA #6: Individual Interests (II)

The purpose of the II KPA is to ensure that the individual interests of nego-
tiation staff continue to be aligned with the interests of the organization

when implementing partnered negotiation approaches. II is directly linked
to the OI KPA.
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Figure 6.6 Individual Interests KPA—Level 4

Key Capabilities and Practices—II

1. Ability to align individual interests with a partnered negotiation
approach and to identify misalignments quickly and clearly.
In the spirit of a partnered approach to the negotiation process, a part-
nered approach is also required between negotiation staff and the organ-
ization. Individuals need to participate in ensuring alignment of their
interests with the organization’s interests and be able to communicate
directly when any misalignment takes place.

II Key Practice #1: Individuals ensure their own interests
remain aligned with organizational interests in supporting innova-
tive negotiation practices across the industry and with key negotia-
tion partners.

Negotiation Capability Model at Level 4

We’ve seen that Level 2 creates a repeatable foundation and Level 3 allows for
creativity and artistry in the negotiation process, both of them leading to far
better and far more consistent outcomes. Level 4 challenges the context of each
negotiation, allowing all parties to a negotiation to uncover value that cannot
be created by one party alone, no matter how effective their negotiation skills.

Once again, we note that not every negotiation needs to be or should be
conducted at Level 4. Some negotiations are routine, lower-value processes
that are best served by simple, repeatable, and consistent procedures that
deliver the needed results quickly and cost-effectively. Other negotiations
are more important or even critical to the strategic success of the organiza-
tion, and these negotiations demand at least a Level 3 approach, one that
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ensures the organization achieves its important goals at a higher level. And
some of these important negotiations should also be approached from an
even deeper level, where all parties to the negotiation explore outside the
accepted structures and parameters to look for new ways to jointly increase
the value of the deal for everyone. This is where Level 4 shines.

Key Practices Condensed—Level 4: Optimized
Performance

In summary, to work at Level 4, Key Practices must include the following:
Strategy, Values, and Direction:

SVD Key Practice #1A: A partnered approach to negotiations is
embedded and communicated internally as part of the organiza-
tion’s values and strategies.

SVD Key Practice #1B: Core organizational and negotiation
values are regularly shared across the industry and with nego-
tiation partners to advance effective negotiation approaches
beyond the organization.

SVD Key Practice #2A: Negotiation strategies are expanded to
include a collaborative, partnered approach with key organizations.

SVD Key Practice #2B: Specific negotiation processes and pro-
cedures have been developed to implement an interorganiza-
tional joint negotiation strategy.

SVD Key Practice #3A: Critical data and information influenc-
ing the negotiation is routinely shared with negotiation partners
whenever possible.

SVD Key Practice #3B: Scorecard and KPI data is measured and
tested against data from partnered organizations and industry.

Individual Fit:

IF Key Practice #1A: Individuals take a leadership role within
their organization and industry to help other organizations
and individuals explore the value of a partnered negotiation
approach.

IF Key Practice #1B: Individuals share best practices and adap-
tations to the partnered approach with negotiation colleagues
across their industry.

IF Key Practice #2A: Negotiators include data gathering and data
sharing into negotiation planning processes wherever possible.

IF Key Practice #2B: Negotiators develop key measurements
and KPIs to support industry best practices and share with key
negotiation partners.
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Human Capital and Organizational Investment:

HCOI Key Practice #1: Hiring criteria contains a strong com-
ponent of collaborative and partnered negotiation skills, experi-
ence, and values.

HCOI Key Practice #2A: Significant organizational invest-
ment is allocated to sharing and supporting best practices in the
negotiation process with key negotiation partners and across the
industry.

HCOI Key Practice #2B: Opportunities for shared training
focused on a partnered approach with key negotiation partners
are sought and supported.

HCOI Key Practice #3: Process-oriented success measures are
developed internally and shared with key negotiation partners.

Knowledge and Skills:

KS Key Practice #1: Individuals are able to demonstrate the fol-
lowing optimized skills at a minimum:

* Focus on pre-negotiation discussions with other parties well
before any formal negotiations begin

e Able to manage and share meaningful data and information
with other parties

e Understand and apply an integrative and collaborative
approach that seeks mutual gains in negotiated solutions

o Actively defines and applies procedural trust® principles in all
negotiations

* Secks alignment of goals and common interests with negotia-
tion partners as a primary strategy

e Analyzes negotiations to include the interests and impacts
beyond the parties at the table

¢ Identifies all barriers and challenges as a joint set of problems to solve

e Sees conflict as a starting point, not an end point, of the
negotiation

e Builds clear issue resolution processes for resolving problems
in between formal negotiations

KS Key Practice #2A: Individuals share advanced tools and
expert information around negotiation practices with key nego-
tiation partners to improve negotiation capabilities.

KS Key Practice #2B: Industry peer groups meet regularly
around negotiation to share knowledge and innovations key to
negotiation success.
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KS Key Practice #2C: Regulatory or governance barriers to part-
nered negotiation processes are identified and targeted for change.

KS Key Practice #3: Post-negotiation audits are conducted that
include negotiation partners, and information on improving nego-
tiation practices are shared to support continuous improvement.

Organizational Incentives:

OI Key Practice #1: Incentive programs are assessed and designed
in a way that motivates negotiators to explore and implement a
partnered approach to negotiation with key negotiation partners.

Individual Interests:

II Key Practice #1: Individuals ensure their own interests remain
aligned with organizational interests in supporting innovative negoti-
ation practices across the industry and with key negotiation partners.

Notes

1 Furlong, G. T. (2020). The conflict resolution toolbox, John Wiley & Sons, Chapter 7
The Dynamics of Trust.
2 TIbid.



7 Implementing Alignment—
Mapping the Journey

The Negotiation Assessment Tool (NAT) helps any organization identify
how repeatable, flexible, and optimized their current approach to negotia-
tion is, and as we’ve seen, how engineering the negotiation function with
the Negotiation Capability Model (NCM) leads to better results. In addi-
tion, these results can be sustained.

As we saw in Chapter 3, there are three stepping stones in the NCM that need
to be implemented, in the right order, to gain the most leverage and value from
the changes and improvements the NCM brings to the negotiation process.

Build SVD and IF First

Build HCOI and KS Second

Build Ol and Il Third
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Figure 7.1 Stepping Stones of the NCM

In this chapter, we’ll start by going deeper into how these three linked areas
can be most effectively implemented and sequenced to achieve the best
results. There are two basic processes, or journey maps, we can prescribe to
accomplish this, two step-by-step road maps that will help implement Level
2 in any organization or area and beyond. What is actually being prescribed
by these maps is an approach designed to meet both the organization’s and
the individuals’ needs and interests effectively. The goal of the journey maps
that follow is to give a reliable starting point and a plan, not a rigid recipe that
must be followed precisely. As any cook will tell you, recipes, even though
they are quite prescriptive when you read them, are simply guidelines—
good cooks still vary the recipe when needed and season to taste, as you
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should when applying the NCM. These maps, therefore, give organizations
latitude to choose the approach that will work best when implementing
the framework, as well as the ability to choose the depth that is needed to
achieve the results they are looking for. We’ll look at both aspects.

First, every organization’s goals are different, which means that every
organization’s strategy and interests may be different as well. To address these
varied interests, every organization must have the flexibility to determine
how broadly the NCM is applied by deciding how many capability areas
need to be addressed. For example:

¢ Organization A may find they are deep in Ad Hockery and their negoti-
ation results are chaotic and unpredictable across the board. This organi-
zation may well decide to tackle and implement key practices from all
six areas of the NCM, resulting in a fully integrated approach. Wherever
negotiations are interwoven into their business units—procurement,
sales, service, project management, collective bargaining, strategic
partnerships—a full court press implementing all areas of the NCM
might well be needed to achieve the outcomes they are looking for.

e Organization B, however, may have a single pain point for negotiations
that center around their relationship with their union and may therefore
decide to focus primarily on strategy, values, and goals surrounding col-
lective bargaining. In this context, Organization B may focus solely on
strategy, values, and direction as they relate to their union negotiations.

It should be obvious that while negotiation is critically important to the suc-
cess of many aspects of a given company, it is also not the only thing that’s
important. In many cases, the focal point or points for a given enterprise
may be more limited and that means the focus for building Repeatable
Competency may be broader or narrower at any given point in time. The
application examples in the next chapter will illustrate this well.

Second, depth and level should be dictated by the needs of the business,
whatever that business may be. Within any organization, one functional
negotiation area may be quite successful and content to have repeatable and
predictable negotiation processes that deliver the results needed. Nothing
fancy. This same organization may find that a different area is strategically
important, and having only a basic level of competence is nowhere near
enough. This organization may well choose to stay at Level 2 in the first
area and support the development of Level 3 or Level 4 in the second area.
Following up the earlier examples:

e Organization B, by applying the key practices in a few key competence
areas, finds that their collective agreement has been renegotiated effectively,
and as long as management maintains this practice and can repeat it every
time collective bargaining is required, it has achieved what it needs. Level
2: Repeatable Competency meets the organization’s needs in this area.
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e Organization A also reaches Level 2, and in their case, they reach Level
2 in all six areas of the NCM across all areas of their enterprise. But they
find that this isn’t enough. They realize that a core part of the business
requires creative, flexible approaches with their suppliers, and in this
area of the business they invest in reaching Level 3 Adaptive Flexibility
in their procurement function. While other areas of the business have
made good progress by reaching and practicing Level 2 activities, Level
3 is needed with suppliers for the organization to thrive.

Each organization, in addition to deciding the specific areas of the NCM
that need to be raised out of Ad Hockery, must also assess the depth and
level that each negotiation function in the business needs to reach to serve
the organization’s goals and objectives.

‘What is common to all approaches is first understanding and diagnosing
the extent of Ad Hockery that currently exists in key negotiation activi-
ties through the NAT, then devising a planned and purposeful approach
to create repeatable processes that lead to ongoing competence in those
areas. In other words, reaching Level 2. That is the starting point. Once
the organization and the individuals responsible can deliver on Level 2 key
competencies—regularly—they must then decide if Repeatable Compe-
tency is enough, if greater adaptability and flexibility is needed, or if full
optimization and creativity will deliver even greater value.

Opverall, however, what is most important is that this journey to excel-
lence in negotiation is not theoretical but practical and simple. If the path
to ongoing negotiation success is seen as difficult and complex, it simply
won’t be attempted, let alone applied. At the end of each of the past three
chapters, Levels 2, 3, and 4, we captured the primary key practices needed
for that level. Later in this chapter, we’ll describe a number of approaches
showing applications within organizations as they apply the NCM in differ-
ent functional areas. Right now, however, we want to introduce you to two
journey maps, two different sequences for putting the three steppingstones
in place to apply the NCM eftectively.

The first journey map starts from the very top of the organization, the
other at the front line or grassroots level of the organization. In a sense, all
roads lead to Rome, and the first sequence sets course for Rome directly
as the first step. The second sequence engages the travelers themselves first,
before deciding on Rome (or some other city) as the destination. Both
sequences develop alignment effectively as the NCM is implemented.

And remember, with both of these journey maps, season to taste for your
organization.

The Journey Map #1—Start at the Top

Starting at the top, in this case, means starting with the very reason the
organization exists—its mission, vision, and values. The organization’s pur-
pose is what brings focus, and for a comprehensive implementation of the
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NCM, this is a powerful place to start. The starting point is the organiza-
tion’s strategy, values, and direction (SVD).

Step 1: SVD

If alignment is what brings strength, focus, and power, then alignment must
be top of the list. But alignment against what? What is the focal point, the
target, the goal? Every journey needs a goal of some kind, and in the NCM,
that starts with the key performance area (KPA) of SVD.
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Figure 7.2 The Starting Point—SVD

SVD in an organization is both the starting point and the direction. In essence, all
decisions should be grounded in and fully informed by the organization’s values
and by the direction it chooses to go. SVD is the North Star by which all activi-
ties are aligned. Once the decision is made to get out of Ad Hockery and start
building Repeatable Competency in the negotiation function, alignment must
start with clarity around the values, direction, and strategy of the organization.

Step 2: Move to Individual Fit (IF)

After establishing strategy and direction along with organizational values, the
next step is to ensure the people leading and supporting the negotiation process
are individually aligned with these values and support the strategy and direction.
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Figure 7.3 Move to Individual Alignment—IF
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Individual values need to align with organizational values, and everyone
must understand and support the strategy and direction. Clarifying SVD and
ensuring that all staff are a good fit with these organizational values and goals
create a strong foundation for moving the negotiation function forward.

Step 3: Invest in and Strengthen the Negotiation Function

Once the SVDs of the organization are clear and communicated and the
people leading the negotiation function are aligned and on board, the
organization can then invest intelligently into the structures and human
resource policies that will enable strong results.
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Figure 7.4 Begin to Build and Invest—HCOI

These investments include a range of human resource policies such as
hiring and retention strategies, as well as budgeting for and investing in the
time, tools, and training required to allow the negotiation function to thrive.

Step 4: Individuals Engage and Implement the Resources

Step 4 is back to the individual level. Once the organization has allocated
the resources and begun to build the negotiation infrastructure, it’s up to the
individuals to engage in the training offered, learn and follow the systems
and processes, track the measurements, and apply their skills and knowledge
to implementing Level 2 (and beyond) in the organization.
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Figure 7.5 Apply the Resources—Knowledge and Skills
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This can happen, of course, only if the organization has invested appro-
priately first.

Step 5: Align All Incentives in the Organization

The fifth step is a check-and-balance step to ensure there are no inadvertent
barriers or unintended consequences from misaligned incentives.

SVD

Strategy,

Values, &
Direction

Ol

Organizational

Incentives a

Step 5

HCOI

Human Capital &
Organizational

Individual
Interests

Individual
Fit

Knowledge &
Skills

Figure 7.6 Align All Incentives—Organizational Incentives

Incentives can be monetary, such as bonuses or commissions, or they can
be nonmonetary, such as career paths and succession planning. All incentives
must promote the activity and behaviors of Level 2, 3, or 4, as targeted by
the organization.

Step 6: Discover and Align Individual Interests

Step 6, in this journey map, is the final alignment, the final check and bal-
ance to ensure that on an individual level, the interests of negotiators and
their staff are being met.
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Figure 7.7 Align Individual Interests

Individual career goals and motives should be assessed and understood,
and processes put in place to meet those interests on an ongoing basis.
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Journey Map #1 is a simple, straightforward approach that starts at the
highest level of strategy and values, and alternates, step-by-step from the
organizational level to the individual level. This approach ensures that each
area of alignment is built from the organizational level first, then focuses
immediately down into the individual level before moving on. In essence,
the implementation takes place in pairs, each pair one of the steppingstones

described in Chapter 3.

Build SVD and IF First

SVD
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Build HCOI and KS Second

Build Ol and Il Third
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Figure 7.8 Journey Map #1

By implementing all six NCM areas, in pairs, the full range of the nego-
tiation function can be addressed in a practical, step-by-step approach.

Journey Map #2: Start at the Front Line

‘We characterized Journey Map #1 as the top-down approach simply because
strategy and direction typically come from the most senior leadership in an
organization. Of course, many organizations engage their staff at all differ-
ent levels to have input into organizational values, as well as input at times
into strategy and direction. But in the end, it is senior leadership who must
validate the strategy and direction, and both validate and demonstrate the
core values of the company.

There is a second journey map that starts at the opposite end of the
spectrum, that starts by engaging the individuals who lead and perform
the negotiation function as the first step. By exploring the interests and
experiences of the front line first, this information can become a key
input into understanding and defining the SVD the organization wishes
to go with the negotiation function in mind. In essence, we add one step
to the process, a step that informs the SVD of the organization from a
negotiation point of view. By adding the interests of the individuals early
in the process, it will greatly increase the buy-in and effectiveness of the
SVD step.
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Figure 7.9 Start With Individual Interests

In this second journey map, after Individual Interests are explored and
SVD is set and communicated, the implementation process proceeds along
the same path as Journey Map #1: the new SVD to IE HCOI to KS, and
then OI back to revisiting II as a final confirmation on alignment.
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Figure 7.10 Journey Map #2

Implementation

With either of these journey maps, the basics of implementing change apply just
as much with changing your negotiation function as with any other organiza-
tional change. Attention should be paid to these basic requirements, including:

1. Clear Sponsorship and Ownership: This cannot be overemphasized—
someone in the organization must sponsor and own the negotiation
function, and someone must be fully accountable for implement-
ing each step. In addition, the appropriate time and resources must be
available to whoever is accountable for accomplishing these goals. We
would offer a few important thoughts here. First, consider the idea of a
C-suite position as the owner of the negotiation process in the organ-
ization. Every significant function in the organization is represented
in the C-suite—chief operating officer, chief technology officer, chief
financial officer, chief marketing officer, chief human resource officer,
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chief strategy officer, and so on. We suggest it may be time for a chief
negotiation officer as well, someone who leads, supports, and champi-
ons best practices in negotiation. It will, of course, depend on the size
of the entity, but even if this title is simply part of a senior leadership
portfolio, it will give it the focus and importance that is needed. Sec-
ond, and again depending on organizational size, each senior manager
who oversees an important negotiation function should be delegated
accountability for ensuring one of these journey maps is implemented
and followed by the relevant staff. Only when negotiation is seen and
treated as essential to the organization’s success will repeatable, adapt-
able, and optimized results be consistently delivered.

Clear Mandate: Clarity of mandate is always important. Here, assess-
ing the current state of the negotiation function with the NAT helps
establish the current state and the reason to embark on building Level 2:
Repeatable Competency in the organization. The mandate and ration-
ale need to be clear and communicated.

Clear Plan: Following one of the journey maps will help structure
the process effectively, but nothing replaces a proper project plan with
timelines, targets, and milestones. Performance metrics (also one of the
ongoing competencies needed at all levels) should be set and measured
throughout implementation and beyond.

Needed Expertise: Some organizations will have internal expertise
in both the negotiation and the change management field to execute
effectively. Organizations should be frank with themselves, however,
and if the right level of negotiation expertise or organizational devel-
opment skills are lacking, external help to implement the chosen per-
formance areas and level should be strongly considered. Building an
effective negotiation function should need to be done only once. Main-
taining and continuously improving it should become a core compe-
tence internally.

Summary—Implementing the NCM

Organizations looking to dramatically improve their negotiation capability,
to move from Ad Hockery to the repeatable or higher level of competence,
should follow the pathways outlined earlier, at least initially.

In the next chapter, NCM Applied, we’ll look at a range of different

organizational functions and areas and how the NCM, down to specific key
practices, might be implemented at different levels of the assessment tool.



8 Many Forms of Success—
The Negotiation Capability
Model Applied

Negotiation is an activity that takes place in almost every aspect of the
organization and takes place in many different forms. Some negotiations
are formal where parties jointly agree to meet, dates are set, agendas set,
proposals exchanged, and the final agreement is a lengthy written contract.
Other negotiations are less formal, more of a conversation or an interview,
resulting in a handshake or an informal agreement. Some negotiations aren’t
even seen as such—just an ongoing working relationship without formal
agreement on every item discussed.

To get a sense of how the Negotiation Capability Model (NCM) can be
applied in a range of situations, this chapter will identify some of the many
possible ways the NCM could be implemented in different negotiation situ-
ations at all levels of the Negotiation Assessment Tool (NAT). Each exam-
ple will identify the negotiation process being explored, along with actions
the organization or individuals might take to move from Ad Hockery to
Repeatable Competency, to Adaptive Flexibility, and even in some cases to
Optimized Performance.

Collective Bargaining

Collective bargaining falls into the area of formal negotiations. Parties give
notice of intent to bargain near the expiration date of the current agree-
ment, dates are set, proposals exchanged, and parties meet around a literal
(or recently, a virtual) table to hammer out a deal. Here are the negotiation
activities that either do, or could, take place at each level of the NCM.

Collective Bargaining: Ad Hockery
The ad hoc level of collective bargaining is likely familiar to many labor rela-

tions practitioners. It often looks like this:

e One party, typically the union, gives notice that it intends to bargain the
agreement approximately three to six months before the current agree-
ment expires.
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e A few months prior to expiration, parties agree to a set number of dates
to meet and negotiate.

*  Little discussion between the parties takes place about what will be on
the table, who will be attending for each party, or what information or
data will be used in the negotiation.

¢ On the first day of bargaining, parties exchange a package of demands or
proposals. Parties sometimes talk briefly about each proposal, sometimes
they simply retreat to a caucus room to read each other’s document.

*  Most parties, on the first day, set a few simple ground rules for the
negotiations, typically covering a media blackout, start and stop times,
and in what order they will start tackling the many issues each party has
identified.

e Formal bargaining then starts, with the goal of trying to argue for their
own proposals, and convincingly say no to most of the other parties’
proposals. Parties stand firm on their positions. Very little discussion
about reasons, rationale, goals, or objectives takes place.

*  Bargaining teams are given limited mandates (if they have a clear man-
date at all) and told to get “the best deal they can.”

The result of this chaotic and ad hoc approach is often just a war of attrition—
each party starts with as many as 30-60 proposals, stands their ground as
long as possible, then eventually starts dropping their less important items
until only the high priority items are left. This can be a painful process. The
endgame often becomes a contest of wills, where threats of strike, lockout,
or arbitration push parties to move as far as possible to get a deal. The out-
come is unpredictable, with both parties often leaving the process believing
the other party is behaving unreasonably.

Collective Bargaining Level 2: Repeatable Competency

Level 2 is about creating repeatable processes that incorporate the organiza-
tion’s strategy, values, and direction (SVD); allocate resources to support the
process; and ensure the negotiators have the right incentives in place to facili-
tate successful bargaining. Within a unionized organization (for both parties—
union and management), Level 2 negotiations may look more like this:

Level 2: SVD Aligned With Individual Fit:

e Parties do not wait for notice to be given; planning starts well before the
expiry of the current contract.

*  Data is collected on areas of the collective agreement that aren’t work-
ing well—grievances, issues raised at the labor management committee,
cost or benefits issues, health and safety concerns, employee or cus-
tomer complaints, and so on.

e Outside data is collected—economic forecasts, industry projections,
employment statistics.
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Organizational strategy is shared, and strategic needs for the business or
membership are identified.

Bargaining team members are chosen based on alignment with the
overall strategy.

Bargaining team members are briefed in depth on the business and oper-
ational goals of the negotiation, or goals of the local or national union,
along with a clear rationale for each proposal being brought forward.
The entire preparation process is standardized to ensure all aspects of the
upcoming negotiation have received appropriate time and attention.

Level 2: Human Capital and Organizational Investment (HCOI) Aligned
With Knowledge and Skills (KS)

Bargaining team members are released from regular duties to ensure
they have the time and attention to prepare for and negotiate
effectively.

Bargaining preparation includes identifying critical interests that align
with the overall strategy.

Roles on the bargaining team are assigned based on the knowledge and
skill each team member brings.

Chief negotiators ensure that all members of their team support the
strategy and goals of their respective party.

Issues from the other party are anticipated, and preparation on the likely
issues from the other side is a focus.

Lead negotiators reach out well before negotiations to discuss how
information will be exchanged; to exchange proposals well before the
first day of bargaining to allow both parties to prepare; to establish a
rough agenda and sequencing of issues for negotiation; and to share any
important data that either party will be relying on.

Both teams commit to focusing on an integrative approach to the bar-
gaining process.

At the table, ground rules covering confidentiality, respect, communica-
tion, open discussion, and a commitment to explaining the rationale for
all proposals are discussed and agreed before any topics are negotiated.
Clear tracking and version control processes are in place to administer
the paperwork and ensure no misunderstandings regarding what has
been agreed to during negotiations.

A post-negotiation audit on each bargaining team takes place to capture
learnings for the next round.

Level 2: Organizational Incentives (OI) Aligned With Individual Interests (II)

Bargaining team members do not have their role on the bargaining
team simply added to their already heavy workload; they are given time
to prepare and space to focus on the negotiations, minimizing disincen-
tives to devote the time needed to negotiate effectively.
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Prior to choosing the bargaining team, individual interests are explored
to ensure each team member sees value in participating or leading
negotiations rather than simply being “volun-told.”

Time is spent ensuring alignment between the goals and interests of
bargaining team members and the organization’s goals with this round
of bargaining. Individual interests cannot override organizational values
or direction.

The organization makes it clear that bargaining is a high-profile assign-
ment that adds value to each member’s resume.

Collective Batgaining Level 3: Adaptive Flexibility

Level 3: Adaptive Flexibility in collective bargaining will employ most or all
of Level 2 activities mentioned earlier and could add the following to take
negotiations to a higher level.

Level 3: SVD Aligned With Individual Fit (IF)

Negotiation for a new collective agreement starts the day the old agree-
ment is signed—there is no waiting for the imminent expiry of the
current agreement.

Data and key performance indicators are put in place at the start of the
previous agreement, and this data is shared with the other party on an
ongoing basis.

Long-term strategy and direction are shared regularly throughout the
term of the current agreement and are fully understood by both parties
prior to bargaining.

Outside data is collected—economic forecasts, industry projections,
employment statistics—and shared with the other party.

Joint sessions for exchanging economic information and other impor-
tant data are scheduled well before bargaining to help each party under-
stand the other party’s perspective and frame of reference for important
issues.

Parties discuss exactly what structure the exchange of proposals will
take, and what information will be included. This exchange takes place
well before the first day of bargaining, so both teams come to the table
well-prepared.

The entire standardized preparation process includes anticipation and
planning for unexpected issues to arise, recent changes in government
policy, emerging industry problems, and so on.

Level 3: HCOI Aligned With KS

Bargaining team members arrange mock negotiation sessions with
other staff playing the role of the other party as a way to prepare for
addressing the unexpected.
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Bargaining preparation includes chief negotiators having off-the-record
discussions ahead of bargaining to understand where the likely barriers
for each team will be.

Bargaining team members who are assigned specific areas to prepare
engage other stakeholders to ensure they have the knowledge to func-
tion as a subject matter expert when needed.

At the table, rules of engagement that privilege an integrative or mutual
gains approach to problem-solving the issues are established and understood.
After negotiations are completed, a full debrief and audit is conducted
not just by one’s own bargaining team but done jointly with the other
bargaining team as well.

Level 3: OI Aligned With 11

Bargaining team members are rewarded in some way for participating
on the bargaining team with perks and benefits such as time off in lieu
of overtime, recognition from leadership (or other forms of recogni-
tion within the organization) to emphasize the importance and value of
serving on a bargaining team.

Leadership meets with team members post-negotiation to mark indi-
vidual learning and growth and ensure the bargaining experience is
aligned with individual goals and objectives.

Collective Batgaining Level 4: Optimized Performance

Level 4: Optimized Performance in collective bargaining will employ most
or all of Level 3 activities and could add the following to take negotiations
to a deeper level.

Level 4: SVD Aligned With IF:

Collective bargaining is seen as a critical enabler of organizational strat-
egy. Prior to bargaining, management and the union meet to discuss,
understand, and have input into long-term organizational strategy and
how the workforce fits into this.

Individuals who have demonstrated strong relationship-building skills
are chosen for the bargaining team.

Level 4: HCOI Aligned With KS

Prior to the start of negotiations, union and management bargaining
teams participate in joint bargaining training that focuses on integrative
and mutual gains skills at the table.

Bargaining preparation focuses on early and in-depth discussions
between teams to jointly design information gathering and proposal
exchange, data sharing, and jointly retaining experts where needed.
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e After negotiations are completed, parties jointly communicate the
changes to the collective agreement to all staff and management, ensur-
ing alignment in communication.

e Parties agree to some version of a “living agreement,” whereby language
regarding working conditions and processes in the collective agreement
is renegotiated on an ongoing basis, with only wages and benefits nego-
tiated every two or three years. Alternatively, parties sign long-term
agreements (10+ years) with “living agreement” negotiations when
needed, and reopeners for wages every two or three years.

Level 4: OI Aligned With I1

e In collective bargaining, Level 4 practices would need to be carefully
considered. Monetary incentives, for example, for either management
or union leaders directly related to negotiations would likely be coun-
terproductive, if not inappropriate. Other incentives that aligned well
with individual interests may serve to reinforce a culture of collabora-
tion, such as:

o Bargaining leaders from union and management are funded to
jointly attend and present at industry or labor relations conferences
regarding the approaches and processes they used to achieve Level
4 Optimized Performance in their organization.

Summary—Collective Bargaining

In formal collective bargaining negotiations, each level above Ad Hockery
adds value, starting internally with strong and clear processes that are regu-
larly followed by the individual teams. As repeatable practices take root and
build institutional memory, these can be followed by adaptive and flexible
ways to build better agreements. Finally, as parties see additional value in
collaborating at the table, full engagement can start to take place between
the parties right from the start. Parties may begin by jointly designing the
process as a way to ensure a high level of buy-in and better outcomes with
virtually any issue the parties face.

Project Management

Project management is often not seen as a negotiation process, yet few roles
within an organization require such a high-level set of negotiation skills in
every aspect of the job. Project managers are often outside the normal chain
of command and lack formal authority over the operational departments
they are working with or within; yet they are expected to build support
and collaboration wherever needed. Here are the negotiation activities that
either do, or could, take place at each level of the NCM.
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Project Management: Ad Hockery

The ad hoc level of project management is likely familiar to everyone who
has worked in just about any kind of organization. It often looks like this:

*  Project planning is done as a separate activity from the operational side
of the business, with little input at the start.

*  Project team members are assigned to the project, typically without
consultation or buy-in.

*  Once a project plan is finalized, operational issues are considered as an
afterthought, and the project team attempts to keep it on track with lit-
tle consideration given to the impact on other parts of the organization.
The project, after all, is a higher priority, right?

*  Given the lack of input from stakeholders, unintended consequences
abound, often resulting in delays and rework that is costly and
time-consuming,.

e Blame abounds. The project team blames a lack of support from impor-
tant operational units; operational units blame the lack of expertise,
planning, knowledge, and skills on the project team.

*  Projects end up in the ditch and are rebooted, sometimes more than
once and with a new project leader, who often repeats some of the same
mistakes.

*  Projects come in late and over budget.

The result of this poorly planned approach is deep frustration on the part
of all parties, a great deal of blame and finger-pointing, internal turf wars,
and excessive cost and time to deliver a project. Let’s take a look at how the
NCM, at various levels, can change this.

Project Management Level 2: Repeatable Competency

Level 2 is about creating repeatable processes that engage all stakeholders
while incorporating the organization’s SVD. The right resources need to
be allocated to support the process, in this case to support multidirectional
negotiations with all affected divisions and departments to ensure alignment
right from the start. Project leaders need to have the right incentives in place
to facilitate successtul delivery of the project as well.

Level 2: SVD Aligned With IF

e The organization ensures that every project is aligned with the strategy
and direction of the organization, and this strategy and direction are
communicated clearly to all affected areas of the organization. All par-
ties understand the value and priority of the project.

e The core values of the organization are integrated into the project
team’s planning and processes from the start.
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Project leaders are chosen based on fit and alignment with core val-
ues, along with their ability to achieve the expected time and cost
deliverables.

Realistic targets and deliverables are set and agreed with project lead-
ers and operational areas based on appropriate data and validated
measurements.

Project leaders build strong relationships and communication channels
with all affected areas from the start of the project.

Level 2: HCOI Aligned With KS

Project leaders bring project team members on board based on needed
skill sets including technical skills, organizational skills, and communi-
cation and relationship skills where collaboration with functional units
is required.

Roles on the project team are assigned based on the knowledge and skill
each team member brings.

Project team leads negotiate a clear issue resolution process with all
functional areas at the start of the project.

Clear project plan processes with deliverables, dates, and milestones are
established only through consultation with all affected functional units.
Project progress and assessments are conducted on an ongoing basis
with all affected stakeholders.

A post-project audit is conducted by the project team to capture
learnings.

Level 2: OI Aligned With 11

Prior to choosing the project team leads and members, individual inter-
ests are explored to ensure each team member sees value in participating
or serving on the team rather than simply being “volun-told.”

Time is spent ensuring alignment between the goals and interests of
project team members and the organization’s goals with each project.
Individual interests or individual lack of alignment cannot override
organizational values or direction.

Serving on the project team does not bring disincentives with it, such
as losing promotion opportunities while seconded away from a home
position.

Project Management Level 3: Adaptive Flexibility

Level 3: Adaptive Flexibility in project management will employ most or all
of Level 2 activities and could add the following to take project team nego-
tiations to a higher level:
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Level 3: SVD Aligned With IF

*  Except in emergency situations, projects are planned well in advance,
allowing deeper engagement with functional areas and consultants as
appropriate.

e Data and key performance indicators are put in place prior to the start
of the project, and this data is validated with all affected areas to ensure
the project starts from a realistic place.

e Agreed metrics, target dates, and activities are shared with all affected
areas regularly, to ensure there are no surprises.

*  Communication and contingency plans are agreed at the start of the
project with all functional areas to ensure that when significant issues
arise that change the project plan, all affected areas support any required
changes to the timing and deliverables.

*  Project leaders apply integrative and collaborative approaches when disa-
greements arise with functional areas or service providers to the project.

Level 3: HCOI Aligned With KS

*  The organization invests in negotiation skills training focused on inte-
grative problem-solving practices for all project leaders.

e Projectleaders consistently seek to build and strengthen long-term rela-
tionships throughout the project life span.

e After projects are completed, a full debrief and audit is conducted not
just on the project team but is done jointly with leaders in all affected
areas of the project.

Level 3: OI Aligned With 11

e Career paths for successful project managers or leads are developed to
maximize retention of project staff.

*  Monetary incentives, if applied, are carefully designed to avoid privileg-
ing individual interests over organizational goals.

Project Management Level 4: Optimized Performance

Level 4: Optimized Performance in project management will employ most
or all of Level 3 activities and could add the following to take negotiations
to a deeper level:

Level 4: SVD Aligned With IF

*  Project management is seen as a critical enabler of organizational strat-
egy. Prior to major projects, senior management, project leaders, and
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functional area leaders meet to ensure full support and buy-in at all
levels.
*  Project leaders are fully engaged in relevant industry groups to assess
and bring best practices into project management in the organization.
*  Project leaders share their own best practices with colleagues across
their industry.

Level 4: HCOI Aligned With KS

*  Project leaders are skilled at building procedural trust' into all project
management activities.

e When working with outside resources, project leaders ensure a part-
nered approach is built with all vendors prior to project start.

Level 4: OI Aligned With 11

* For project managers, monetary and nonmonetary incentives are
designed to focus on a partnered approach to all project activities.

Summary—Project Management

In project management activities, most negotiations are internal across func-
tional groups, and the tendency is to over-rely on the authority of the hierar-
chy to ensure cooperation. This approach to negotiation almost always fails,
as the core tenets of a true partnered approach to the negotiation process
cannot rely on authority or outside pressure. Each level of the NCM points
negotiations around project management activities toward repeatable and
transparent processes first, then toward a flexible and partnered approach.
This same approach is even more important when external vendors are key
members of the project team. Without the strategy, investment, skills, and
incentives to keep all project management negotiations focused on joint
success, Ad Hockery will once again take hold.

Strategic Alliances, Mergers, and Takeovers

Many organizations form strategic alliances with key partners to enhance the
value each party can create and receive. In other cases, organizations merge
to create efficiencies and to dovetail two organizations’ strengths and weak-
nesses, enhancing the value of the merged organization. At other times, an
organization is purchased outright and integrated into the parent company,
bringing technology, skills, or personnel that the purchasing organization
needs. Unfortunately, many mergers and takeovers reduce the overall value
that existed when the companies were separate. Many strategic alliances fail
to deliver the value the parties thought they would, and the partnership
ends. Much of this has to do with a failure by the parties to negotiate strong,
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integrated processes or agreements that support the parties’ goals. Here are
the negotiation activities that either do, or could, take place at each level of
the NCM. Note that these activities, for simplicity’s sake, focus on strategic
alliances; many can apply to mergers and takeovers as well, although there
will be other activities specific to each circumstance that should be consid-
ered in addition to these.

Strategic Alliance: Ad Hockery

The ad hoc level of strategic alliances often looks like this:

e Each party tends to focus only on the value they are seeking and tend
to play down or ignore the value the other party is seeking.

e Alliance agreements are often very narrow, not allowing the full value
of working as partners to even reach the table.

e The alliance starts with great enthusiasm and positive sentiment, then
starts to erode as friction points emerge that were not considered at the
outset.

e Parties focus mostly on demonstrating a feel-good relationship rather
than discussing the harder issues up front.

e Senior leadership often touts the alliance but still tasks mid-level man-
agement with protecting their organizational interest in the trenches,
where friction often builds.

e Dysfunction starts to creep in, minimizing the value each party is receiving.

* At some point, the alliance dies on the vine, parties seek greener pas-
tures with other organizations, and the alliance ends.

Without an effective negotiation process right from the start, most alliances
fail to provide the value the parties were looking for, and they end despite
the time, energy, and resources that were spent on trying to create them.
The NCM, at various levels, can change this.

Strategic Alliance Level 2: Repeatable Competency

Level 2 is about creating structured and repeatable approaches to negotiating
strategic alliances. Done correctly from the beginning, parties can create robust
relationships and structures that create more value as they grow rather than less.

Level 2: SVD Aligned With IF

e The organization ensures that every partnership starts with a focus on
the strategy and direction of both organizations, and this alignment is
communicated clearly to all staff in both organizations.

e The core values of both organizations are integrated into the negotia-
tion and partnership structures from the start.
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e Each partner in the alliance has a senior leader tasked with ensuring
both parties are creating and receiving value.

e All leaders are well versed and committed to an integrative approach to
problem-solving any issues that arise.

Level 2: HCOI Aligned With KS

*  Resources dedicated to running the alliance are put in place, not simply
added to the tasks of overly busy managers.

e The roles and accountabilities of each partner in the alliance are defined
and agreed early in the process.

e The partners negotiate a clear and strong issue resolution process that
starts and stays informal for as long as possible.

e Issues are resolved quickly at the lowest levels of each organization.

¢ Relationship assessments between the parties are conducted on an
ongoing basis.

e Basic metrics for the value of the partnership are established and shared
on an ongoing basis.

Level 2: OI Aligned With 11

e The strategic alliance process is focused on creating incentives for the
success of the partnership, not for protecting the interests of one organi-
zation or the other.

e Individuals running the alliance are chosen based on their personal skill
sets and career interests.

e Leading alliance is seen as a leadership role and enhances, rather than
diverts from, career goals.

Strategic Alliance Level 3: Adaptive Flexibility

Level 3: Adaptive Flexibility in strategic alliances will employ most or all
of Level 2 activities and could add the following to take negotiations with
strategic partners to a higher level.

Level 3: SVD Aligned With IF

e Advanced metrics, beyond profit or revenue, are in place to help parties
assess value in the alliance.

e Strategic goals and results are shared and monitored regularly between
the parties.

Level 3: HCOI Aligned With KS

*  The organization invests in negotiation and relationship building skills train-
ing focused on integrative problem-solving practices for all alliance leaders.

e Alliance leaders consistently seek to build and strengthen long-term
relationships with their counterparts.
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e Parties agree to an issue resolution process that starts informally at the
appropriate levels within each organization and results in low-cost,
final, and binding decisions that take the parties’ interests and needs, in
addition to contractual rights, into account.

e Senior leaders from both organizations regularly meet to assess the rela-
tionship as well as results.

Level 3: OI Aligned With II

*  Monetary incentives for strategic alliance leaders, if applied, are care-
fully designed to avoid privileging individual interests or individual
organizational interests over joint organizational goals.

Strategic Alliance Level 4: Optimized Performance

Level 4: Optimized Performance in strategic alliances is blended directly
with Level 3. Typically, Level 4 is where the parties collaborate to create the
strategy, goals, and processes they will work with. In strategic alliance situ-
ations, by Level 3 the parties are, by definition, working together to design
the relationship and the processes they will use. Levels 3 and 4 are therefore,
in this case, similar.

Summary—Strategic Alliance

Strategic alliances often fall prey to one or both parties reverting back to their
own interests, failing to create and maintain a highly integrative approach to
solving problems. Leading strategic alliances, mergers, or acquisitions from a
Level 2 or Level 3/4 perspective can lay the foundation for long-term value
for both parties.

Sales

Sales is one of the most traditional and accepted areas of negotiation. At the
same time, it is one of the areas where the power of alignment between organi-
zation and individual goes unrealized. Far too often, sales is seen as the domain
of the individual with the primary role being to persuade and convince other
parties to buy goods and services or to hit sales targets at almost any cost.

Sales: Ad Hockery

The ad hoc level for sales organizations often looks like this:

e Sales goals are unrealistic and ever increasing, but often disconnected to
past sales results. These are often justified as “stretch goals.”

e The primary responsibility for achieving sales goals falls upon the
individual.

*  Most of the organizational support provided is around individual sales
training and/or providing sales scripts for negotiations.
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Sales goals may have unintended consequences for the organization’s
broader strategic goals as the individual is primarily charged with “hit-
ting their numbers.”

Sales are largely done within a siloed portion of the organization with
minimal coordination with other departments within the organization.
Many of the sales negotiations get centered around pricing and other
more distributive negotiation elements.

If sales numbers fail to meet or exceed goals, changes in personnel are
the most common organizational response.

Sales Level 2: Repeatable Competency

Level 2 is about creating structured and repeatable approaches to sales negotia-
tions. Done correctly from the beginning, parties can shift to a problem-solving
approach to sales that supports a far wider range of outcomes: long-term client
relationships, client feedback that improves product and service quality, inte-
grated supply chains that reduce costs for both parties, word-of-mouth sales
increases, industry recognition, and more.

Level 2: SVD Aligned With IF

Sales negotiation processes are anchored to core organizational strategies and
values; individuals demonstrate those values in all their sales negotiations.
Strategic planning looks at sales in a broader context focused on stra-
tegic priorities. This is reflected in measures of success that individuals
follow consistently.

Every sales negotiation has a plan, even a simple one, that is in place and
reviewed prior to a sales negotiation beginning.

Simple, standard preparation processes are in place that require learning
about prospective clients and gathering key information before any sales
calls take place.

There are clear roles and responsibilities for everyone involved in the
sales negotiation process.

Sales negotiations focus on integrative negotiation approaches and use
distributive approaches only where appropriate.

A basic scorecard and simple sales KPIs are in place that allow real-time
assessment of how sales activities are achieving the overall goals and
objectives of the organization.

A peer review process is in place to promote best practices around plan-
ning, strategy, and execution for all sales activities.

Level 2: HCOI Aligned With KS

All salespeople are hired based on experience, knowledge, and skills that
align with the organization’s values, goals, and strategy.
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Sales negotiators are provided regular feedback on their performance—
from both an approach and outcomes perspective.

Promotions are given to those who follow the sales processes and
embody the stated organizational values.

Sales negotiators are recognized for both their approach and the out-
comes of their sales negotiations.

Time and resources are provided to sales negotiators to ensure they
are well prepared for each sales negotiation and have access to effective
research and planning tools.

Training provided to sales negotiators is customized and anchored to
the overall strategy around sales.

Sales negotiators have access to negotiation training on a regular basis
and share a common language and knowledge base of key concepts.
CRM systems are customized to support the organization’s approach to
sales with effective metrics, planning tools, and key data from past sales
negotiations readily available.

Post-sales negotiation audits are conducted to help identify areas of
improvement both for the organization and for the individuals.
Feedback on improving the sales negotiation process is sought regularly.

Level 2: OI Aligned With 11

Sales incentives programs are designed and tested to ensure that the
right behaviors are incentivized.

Sales metrics that support the desired preparation and sales behaviors are
in place.

Career paths are discussed and planned openly with sales negotiators to
ensure retention of quality sales staff.

Where individual incentives around sales appear incongruous to organi-
zational goals, sales negotiators are encouraged to share these concerns
so they can be addressed.

Sales Level 3: Adaptive Flexibility

Level 3 builds off the sales negotiation processes introduced and established
in Level 2 by allowing additional flexibility and creativity within the organi-
zation’s values and goals.

Level 3: SVD Aligned With IF

Once Level 2 is firmly established, sales negotiators explore tailored
sales approaches to meet unique needs in different areas of the organi-
zation and for different clients. Creative approaches in different sales
channels or contexts are encouraged, provided they remain aligned with
the organization’s SVD.
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The speed of feedback and adaptation at Level 3 for sales negotiations
accelerates in comparison to Level 2. Rapid improvement and adjust-
ment should now be the norm.

Areas for improving sales negotiations often take on an intraorganiza-
tional collaborative approach.

The sales measurements, KPIs, and scorecards drive opportunities for
further adaptation and improvement.

Mentoring and peer reviews for sales negotiations become key drivers
in learning and strategic execution.

Individual sales negotiators are encouraged to innovate around sales
negotiation processes and share these innovations for further organiza-
tional growth.

Sales negotiators start paying more attention to the client’s negotiation
approaches, tailoring their negotiation strategies and processes on a situ-
ational basis.

Level 3: HCOI Aligned With KS

Hiring criteria for sales negotiators further refine and elevate the need for
selecting individuals not only aligned to the organization’s sales negotia-
tion process but, additionally, able to innovate and refine these processes.
Sales negotiators are evaluated on all facets of their negotiation
performance—preparation, process and approach, outcomes, self-
reflection, and contribution to organizational innovation.

Training resources are now well customized and refined to the organi-
zational approach specific to sales negotiation.

Individual sales negotiators are evaluated on their contribution to
organizational improvement.

Sales negotiators are able to negotiate with and support less experienced
or weaker negotiation counterparts to allow for more creative, durable
sales outcomes.

Level 3: OI Aligned With 11

Sales negotiation incentives are reviewed regularly to ensure that they
support everyone following core processes, as well as demonstrating
adaptive flexibility to drive further innovation.

Cross-functional negotiation teams are established to ensure all stakehold-
ers impacted by sales negotiations are included in the feedback processes.

Sales Level 4: Optimized Performance

At Level 4, sales negotiators become empowered to disrupt and challenge
industry norms and conventions to improve strategic outcomes through the
sales process. This includes an effort to impact the industry as a whole by
engaging inter-organizationally in best practices and new approaches.
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Level 4: SVD Aligned With IF

e Sales negotiators seek to partner with negotiation counterparts to
ensure all parties are fully meeting their interests. Negotiators focus on
jointly maximizing their creative problem-solving capabilities.

e Core values and a Level 4 approach to sales negotiations are regularly
communicated across the industry and with negotiating partners.

e Transparency in overall objectives and the sharing of critical data
become commonplace.

e Individual sales negotiators are leaders in their organization and indus-
try in creating partnership approaches to achieving the strategic goals of
both parties.

Level 4: HCOI Aligned With KS

e Hiring criteria includes identifying individuals capable of transforming
their industry.

e There is significant organizational investment made in sharing sales
negotiation innovations outside of the organization.

e Shared training with key sales negotiation partners is supported and
implemented.

* Individual sales negotiators help to identify areas for process improve-
ments with their negotiation counterparts.

e Sales negotiators are active in industry peer groups to help share knowl-
edge and innovations key to success.

o Sales negotiators identify regulatory or governance barriers to partnered
negotiation processes and seek to change those barriers.

e Audits and reviews of sales negotiations include key negotiation partners
to better understand opportunities for shared continuous improvement.

Level 4: OI Aligned With 11

» Incentive programs are assessed to ensure sales negotiators are empow-
ered and encouraged to engage with key partners and industry groups.

Summary—Sales

In building these capabilities around sales negotiations, organizations can
transform sales from a volatile and unpredictable individual activity to a
repeatable level of success, from there to a source of competitive advantage
and ultimately to a positive force for disruption and change.

Supply Chain Management and Procurement

Acquiring the products and services needed for an organization is a criti-
cally important function that relies heavily on negotiation. Even a seemingly
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stable and mature supply chain can be disrupted and can require highly
skilled negotiations to navigate the challenges.

Supply Chain Management and Procurement: Ad Hockery

The ad hoc level for supply chain management and procurement functions
often looks like this:

*  Negotiations vary greatly depending on the individual leading any spe-
cific procurement effort.

*  Deals often reflect short-term priorities and are often shaped by indi-
vidual or procurement-specific goals.

e Critical supply chain negotiations regularly lead to subpar outcomes
and, potentially, elevated supply chain risk.

e Negotiations focus primarily on pricing, and negotiations are primarily
distributive in nature.

*  Broader strategic considerations are often lost in the shuffle.

e Important data is either unavailable or unorganized.

e Ciritical knowledge disappears when people leave the company or role.

*  Needed cost savings are found elsewhere, such as in headcount reduc-
tions, given the poor negotiation outcomes.

Supply Chain Management and Procurement Level 2: Repeatable
Competency

Level 2 is about creating structured and repeatable approaches to supply chain
management and procurement negotiations. Given the critical nature of an
effective, repeatable negotiation process for this space, maintaining at least a
Level 2: Repeatable Competency is an important target for any organization.

Level 2: SVD Aligned With IF

e Supply chain and procurement negotiation processes are aligned to an
overall strategic plan that is current and well known.

e Each negotiation has a written strategy that is reviewed to ensure that
there is alignment with broader organizational goals.

e Supply chain and procurement negotiations follow a specific process
with clear roles and responsibilities.

* A measurement and evaluation plan is used to assess how effective
the supply chain and procurement negotiation process is at achieving
desired outcomes (both short term and long term).

e Individual supply chain and procurement negotiators explicitly identify
how a specific negotiation ties into larger strategic goals.

e Supply chain and procurement negotiation processes support creative option
generation that accounts for risk management and contingency planning.
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Level 2: HCOI Aligned With KS

Individuals hired into supply chain and procurement negotiation roles
possess skills and experience aligned with organizational values and
strategy.

Supply chain and procurement tools, software, and databases are
reviewed and enhanced to support negotiation processes.

Integrative approaches to supply chain and procurement negotiations
are supported and celebrated.

Negotiation training is high quality and specifically tailored to the
organization and the role of supply chain and procurement negotiators.
Mentors and peers within the supply chain and procurement function
are established and utilized.

Level 2: OI Aligned With 11

Incentive programs for supply chain and procurement negotiators are
well established and tested to ensure alignment with the overall organi-
zational values and goals.

Supply chain and procurement negotiations leverage incentive pro-
grams based on clear metrics.

A clear career path for supply chain negotiators is identified and in place.

Supply Chain Management and Procurement Level 3: Adaptive Flexibility

Building off the core supply chain and procurement negotiation processes
established in Level 2, Level 3 is about an organizational push to further
innovate and adapt these processes in ways unique to the function, organi-
zational unit culture, and strategic needs of each specific negotiation.

Level 3: SVD Aligned With IF

Processes are regularly improved through innovative suggestions by sup-
ply chain and procurement negotiators.

Supply chain and procurement negotiators work closely with relevant
internal stakeholders to crystallize the goals, direction, and strategy for
each negotiation.

Innovation is driven by powerful measurements and KPIs unique to the
supply chain and procurement negotiation context.

Each negotiation identifies specific metrics for success in addition to
the ongoing metrics established more broadly around supply chain and
procurement negotiations.

Supply chain and procurement negotiators regularly consult with peers
in the organization to share innovation and strategic adaptation ideas.
Supply chain and procurement negotiators have access to and contrib-
ute to an easily accessible best practices library.
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Level 3: HCOI Aligned With KS

e At the forefront of hiring processes are the identification of individuals
capable of following established supply chain and procurement negotiation
processes and contributing significantly to their continuous improvement.

e Training resources are now well customized and refined to support the
organization’s supply chain and procurement negotiation processes and
strategy.

e Individual development plans incorporate core competencies around
supply chain and procurement negotiations and leverage well-established
organizational metrics.

e Peers and mentors serve as a driving force for supply chain and procure-
ment negotiation knowledge and innovation.

Level 3: OI Aligned With 11

* Incentive programs for supply chain and procurement negotiators
reward both the following of core negotiation processes and the contri-
butions to adaptation and continuous improvement.

Supply Chain Management and Procurement Level 4: Optimized
Performance

Supply chain and procurement negotiations may be one of the areas most
conducive to fundamentally changing the way negotiations are conducted
with key suppliers as partners. Level 4 approaches can also challenge indus-
try norms and standards that have served as barriers to more creative and
effective negotiation processes and outcomes. Level 4 is about taking an
interorganizational and industry-changing approach to negotiation.

Level 4: SVD Aligned With IF

e Taking a partnered approach to supply chain and procurement negotia-
tions becomes a strategic priority and focus.

* A partnered approach is communicated to key partners and to the
industry as a whole.

e All internal processes are evaluated and adapted to support a partnered
approach.

e Core data is shared, to every extent possible, to further encourage and
support a partnered approach with key supply chain and procurement
negotiation partners.

Level 4: HCOI Aligned With KS

e A priority is placed on hiring individuals capable of taking a partnered
approach and in challenging problematic industry norms and standards.
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e The supply chain and procurement negotiation program is a well-
resourced set of knowledge, tools, and information.

e Senior leaders are constantly driving negotiators toward a partnered
approach that transforms key relationships and changes the industry
itself.

e Supply chain and procurement negotiators are active in understanding
and seeking to change industry barriers to a more partnered approach
to supply chain management.

e Nearly every historical norm related to supply chain and procurement
negotiations is questioned and challenged to ensure they remain rel-
evant and support more innovative negotiation processes and outcomes.

Level 4: OI Aligned With 11

e Incentive programs are assessed to ensure supply chain and procurement
negotiators are empowered and encouraged to engage with key partners
and industry groups.

Summary—Supply Chain Management and Procurement

Too often, supply chain and procurement negotiators get stuck in Ad Hock-
ery, where they are so focused on narrow wins that broader supply chain
considerations are sacrificed. At a minimum, being able to move the organi-
zational capability to a repeatable level with more integrative capabilities is
a critical first step. Still, the ability to move to Levels 3 and 4 where creative
innovation and industry transformation can move it from a core compe-
tency to a major competitive advantage in the context of supply chain and
procurement negotiations may be one of the areas most capable of trans-
forming an entire organization.

Public Engagement

The public can be a forgotten party in critically important negotiations for
an organization. Poor negotiation capability with regard to engaging the
public can serve as a catalyst for widespread anger and damage to reputa-
tion in the marketplace. Organizations lacking negotiation capability in this
space often revert to playing a public relations game instead. Yet, an organi-
zation with strong negotiation capabilities in this space can anticipate the
need to negotiate with public stakeholders or impacted parties and leverage
the value of their input and ideas in generating creative solutions for every-
one involved.

Public Engagement: Ad Hockery

The ad hoc approach to negotiating with the public often leads to sig-
nificant escalation and a heavy reliance on power-based approaches,



164 Many Forms of Success—The Negotiation Capability Model Applied

bringing with it the costs associated with a large, public battle. It often
looks like this:

Negotiations fail to properly consider or engage the public stakeholders
and impacted parties at all, causing them to seek other public forums to
have their wants and needs addressed.

Public distrust becomes the norm for the organization.

Agreements reached often face significant backlash, barriers to imple-
mentation, or sustainability of the agreement.

Organizations experience significant reputational harm.

The backlash is often addressed through crisis management or public
relations—trying to put a positive spin on a negative or nonexistent
relationship with the public.

Lessons from past projects or initiatives are not well understood and
mistakes around public engagement are often repeated.

Public Engagement Level 2: Repeatable Competency

Level 2 is about creating structured and repeatable approaches to public
engagement negotiations.

Level 2: SVD Aligned With IF

Negotiations with public stakeholders and impacted parties are a key
part of the organization’s strategy and values.

Negotiation strategy includes written plans that identify important
opportunities for engaging public stakeholders and impacted parties.
Negotiation processes have clear roles and responsibilities specifically
designed around public engagement.

A measurement and evaluation plan is in place to successfully identify
public stakeholders and impacted parties and evaluate the effectiveness
of the negotiation processes.

Careful attention is paid to approach negotiations with public stake-
holders and impacted parties with an integrative approach.

‘Where more distributive processes are required, negotiators are trans-
parent around overall interests and goals and in recognizing that a more
integrative approach may not be possible for some specific issues.
Particularly when negotiating with public stakeholders and impacted
parties, negotiators debrief every negotiation with an eye toward con-
tinuous improvement.

Level 2: HCOI Aligned With KS

For organizations where public stakeholders and impacted parties con-
sistently play a role in key negotiations, hiring criteria must ensure that
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individual negotiators understand and appreciate the organizational
value of public engagement.

* A clear career progression exists for public engagement negotiators
within the organization.

e In recognition of the additional upfront resources and time necessary
to effectively prepare for and engage public stakeholders and impacted
parties, negotiators are supported and encouraged to thoroughly plan
and prepare.

e Specialized negotiation training customized to the organization’s nego-
tiation process for public engagement negotiation is provided on an
ongoing basis.

e The organizational approach to negotiating with public stakeholders and
impacted parties is regularly reviewed, evaluated, and improved upon.

Level 2: OI Aligned With 11

¢ Organizational incentive structures are well tailored to support individ-
ual negotiators consistently engaging the public in a manner consistent
with organizational interests.

Public Engagement Level 3: Adaptive Flexibility

Level 2 public engagement negotiation competencies stress a consistent and
repeatable approach to negotiating with public stakeholders and impacted par-
ties. Level 3 builds off this foundation to allow for further adaptation and
innovation in how this is done on each and every negotiation and to build a
culture of continuous improvement.

Level 3: SVD Aligned With IF

*  Processes for public engagement are regularly questioned, adapted, and
improved with a focus on improving negotiations with public stake-
holders and impacted parties.

*  The negotiation strategies leverage intraorganizational stakeholders
across an array of functions to ensure that public engagement negotia-
tions are continuously improved.

e The measurements and KPIs for public engagement negotiations serve
as core drivers for improvement and ensure overall alignment with stra-
tegic priorities.

e Individual negotiators are able to identify when existing processes are
likely to lead to suboptimal outcomes and raise the need for further
innovation and adaptation.

e Peers are regularly consulted and engaged to better negotiate with pub-
lic stakeholders and impacted parties.

* Innovative best practices are shared in an easily accessible repository.
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Level 3: HCOI Aligned With KS

Hiring criteria recognize that the ability to negotiate effectively with
public stakeholders and impacted parties is a unique skill set.

There is clear and substantive organizational investment in technologies
and tools that support public stakeholder engagement.

Training for individuals likely to negotiate with public stakeholders and
impacted parties is readily available and highly customized to the spe-
cific strategy and approach of the organization.

Individual development plans ensure that effective public engagement is
an important part of ongoing training and learning for those individuals.
All initiatives allocate sufficient time and resources to allow for effective
negotiations with public stakeholders and impacted parties.

Level 3: OI Aligned With 11

The ability to effectively negotiate with public stakeholders and
impacted parties is valued across all incentive programs in the organiza-
tion, with a specific focus on ensuring career paths are present to retain
those that innovate and support colleagues around public engagement.
Individuals are rewarded for proactively raising concerns around how
a specific negotiation with public stakeholders and impacted parties is
being planned or conducted.

Public Engagement Level 4: Optimized Performance

So often, organizations treat public stakeholders and impacted parties as a
problem or an inconvenient component to their larger strategic goals. Yet
there is a tremendous opportunity to engage the public in ways that pro-
mote partnership in the larger public space. Level 4 is the set of capabili-
ties designed to drive public engagement to a partnered negotiation level
and to encourage the organization to think big when it comes to public
engagement.

Level 4: SVD Aligned With IF

Taking a partnered approach to public engagement becomes a strategic
priority and focus.

A partnered approach is communicated to key groups and to the indus-
try as a whole.

All internal processes are evaluated and adapted to support a partnered
approach.

A priority is placed on hiring individuals capable of taking a partnered
approach and in challenging problematic industry norms and standards.
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Level 4: HCOI Aligned With KS

e The ability to hire individuals capable of and interested in engag-
ing public stakeholders and impacted parties around key negotiations
becomes a major point of emphasis.

e A program designed to specifically build competency around the
unique negotiation considerations involved in public engagement is
well resourced and treated as a key strategic initiative.

e Training is offered to public stakeholders and impacted parties to help
educate them on a partnered approach to public engagement and
problem-solving.

* A partnered public negotiation process is prioritized in contrast with
more traditional public comment and feedback processes.

e The organization evaluates regulatory or governance barriers to engag-
ing the public in a partnered negotiation process and seeks to change
those barriers.

e Significant audits and reviews are conducted to continually improve
public engagement negotiation processes, sharing these lessons with
public stakeholders and impacted parties.

Level 4: OI Aligned With 11

* Incentive programs are assessed to ensure those negotiating with public
stakeholders and impacted parties are empowered and encouraged to
engage with key partners and industry groups.

Summary—Public Engagement

Fundamentally, public engagement is one of the most ignored applications of
negotiation capability. Public stakeholders and impacted parties often lack a
true seat at the negotiating table and are excluded from many interest-based
processes. This doesn’t mean that they don’t have significant impact—rather,
they often resort to rights-based or power-based processes® in the courts,
in the media, or social media to try to achieve their goals. By recognizing
this pattern, an organization can incorporate the public into all levels of the
NCM and transform their relationships with the public in productive ways.

Notes

1 See Furlong, G. T. (2020). The conflict resolution toolbox, John Wiley & Sons, Chap-
ter 7 The Dynamics of Trust.

2 See Furlong, G. T. (2020). The conflict resolution toolbox, John Wiley & Sons, Chap-
ter 4 The Stairway.



9 Tools and Guides for

Assessment, Planning, and
Reflection

Negotiation Assessment Tool Questionnaire

This tool is essential for the first step—determining what level your organi-
zation is operating on as a starting point.

This questionnaire is to be taken in three parts. Part One should be taken

and scored first, then follow the instructions for scoring Part One.

Part One

1.

The values of the organization are embedded directly in each negotia-
tion that is conducted. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

A strategy and goals for each negotiation are crystallized and captured
in writing before the negotiation starts. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Planning and preparation are standardized processes that all negotiators
and negotiations follow. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Planning and preparation takes place well before any negotiations begin.

(HCOI)
1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):
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10.

11.
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Planning and preparation processes include data collection, researching
the party on the other side of the table, and internal stakeholder consul-
tation for each negotiation. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Negotiations are expected to be approached from an integrative, mutual
gains approach, unless circumstances dictate otherwise. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization has basic measurements and key performance indicators in
place to inform the negotiation that aligns with the strategy and values. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Learning forums are in place where negotiators can share best practices.

(HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

A negotiation debrief takes place after each negotiation is concluded to
identity learning opportunities and best practices. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Negotiators are hired based on the candidates’ alignment with the
organization’s core values. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization has specific human resource processes designed for
the negotiation function. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):
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12.

13.

14.

15.

16.

17.

18.

The organization budgets specifically for training and for the tools
and materials needed to support an effective negotiation function.
(HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Negotiation roles, responsibilities, and scope of authority are clearly

defined at all levels. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Negotiators have a clear mandate and a defined scope of authority to
finalize agreements for each negotiation. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization provides, or provides access to, skills training for
negotiators that aligns with the organization’s values on an ongoing

basis. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Incentives for negotiators are assessed and designed to promote the
organization’s strategy and values. (OI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Career progression in the negotiation function is designed and com-
municated to ensure retention is maximized. (OI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The individual interests of negotiation staff are surveyed and reviewed
regularly. (OI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):
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Scoring Part One
Add up the score as follows:

*  First, calculate the average score for all 18 questions:
e Second, total the number of 1, 2, or 3 responses:

If your average score is 3.8 or greater for all 18 questions, AND you had four
or less questions scored a 3, 2, or 1, continue to Part Two.

If you scored less than 3.8 overall, OR you had more than four questions
rated a 3, 2, or 1, your negotiation function is operating in some level of Ad
Hockery and a focus on bringing a number of key practice (KP) activities iden-
tified in the NCM up to Repeatable Competency is the first order of business.



172 Tools and Guides for Assessment, Planning and Reflection
Part Two

1. Organizational values are questioned, adapted, and applied in unique
and flexible ways to different functions within the organization.

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

2. Negotiation procedures, including planning, strategy, and approach are
proactively assessed and innovated on an ongoing basis. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

3. Negotiation strategies are linked across different areas of the organiza-
tion to improve the quality of negotiated outcomes. (SVD)

3—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

4. The organization has developed measurements and key performance indica-
tors beyond the basic level to focus on learning from each negotiation. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

5. The organization uses activity-based metrics that are used to help nego-
tiators implement best practices and learnings quickly. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

6. The peer review process is an integral part of the negotiating process
and all negotiators support and promote it. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

7. The organization provides high-quality training that is tailored to the
organization’s negotiation approach, values, and culture. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):
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8. Negotiators are regularly evaluated on their preparation and practice
activities along with their outcomes. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

9. The organization invests in improving best practices, including research,
technology, and administrative support for the negotiation function. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

10. Career paths for negotiators are planned and reviewed regularly with
negotiation staft to ensure retention and promotion of talent.

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

11. Incentive programs are designed to ensure individual negotiators support a
culture of continuous improvement and adaptation in their practice. (OI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

12. Negotiators are hired based on their skills and commitment to integra-
tive negotiation processes and approaches. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Scoring Part Tivo

Add up the score as follows:

e First, calculate the average score for all 12 questions:
e Second, total the number of 1, 2 or 3 responses:

If your average score is 3.8 or greater for all 12 questions, AND you had
three or fewer questions with a score of 3, 2, or 1, continue to Part Three.

If your average score is less than 3.8 overall, OR you had more than three
questions rated a 3, 2, or 1, your negotiation function is operating primar-
ily in Repeatable Competency, and a focus on bringing a number of key
practice activities identified in the NCM up to Adaptive Flexibility is the
next order of business.
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Part Three

1.

A partnered approach to negotiations is embedded as part of the organi-
zation’s values and strategies. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization’s values, strategy, and direction are shared early in the
negotiation with the other party, as are the other parties’ values and
strategy, before terms are discussed or proposed. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization invests in sharing and supporting best practices in the
negotiation process across the industry. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization promotes and advocates for a fully partnered approach
to negotiations wherever possible. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

The organization shares all key information they have with their nego-
tiation partners during negotiations. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Negotiators design the goals, objectives, and negotiation process with
the other party prior to engaging at the table. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Incentives reward negotiators for taking a partnered approach at the
bargaining table. (OI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):
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8. Negotiating parties jointly develop metrics for assessing the value of the
negotiated outcomes. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

9. Negotiating parties jointly attend shared training to bring a common
approach and best practices to the negotiating table. (HCOI)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

10. A negotiation debriefing and audit takes place after each negotiation
with the other parties to the negotiation to identify improvements and
learnings. (SVD)

1—Never 2—Occasionally 3—50/50 4—Frequently 5—Always

As evidenced by (add 1 or 2 examples):

Scoring Part Three
Add up the score as follows:

e First, calculate the average score for all 10 questions:
e Second, total the number of 1, 2, or 3 responses:

If your average score is 3.8 or greater for all ten questions, AND you had
two or fewer questions with a score of 3, 2, or 1, you are operating at Level
4: Optimized Performance.

If your average score is less than 3.8 overall, OR you had more than two
questions rated a 3, 2, or 1, your negotiation function is operating primar-
ily in Adaptive Flexibility and a focus on bringing a number of key practice
activities identified in the NCM up to Optimized Performance is the next
order of business.
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Negotiation Preparation and Planning Worksheet

Planning and preparation are essential steps in building toward Repeatable
Competency. Preparing for every negotiation, to a level appropriate for the
size and scope of that negotiation, is an essential first step. This guide will
ensure that all major areas of preparation are covered.

The Problem

Problem Statement: I must negotiate with (person/party) to (solve what
problem):

Timing and Preparation Plan

Activity: Target Date:
Preparation needs to start by: Date:
Stakeholders engaged by: Date:
Data and research completed by: Date
Negotiation plan, including strategy, values, goals, and scope Date:

of authority completed and approved by:

Resources and support needed: Date:

Negotiation start date: Date:

Other preparation steps needed: Date:
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Goals and Decision-Makers

My high, aspirational target goal:

Who is their decision-maker, or how will
the decision be made?

My minimum bottom-line goal:

Influencers (Should I negotiate with these
people first?):

My relationship goals:

Key party or parties for relationship building:
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Underlying Needs and Interests (Common/Ancillary/ Conflicting)

My interests:

Their interests (not just positions):

Common interests:

Situation and Strategy Analysis

Situation as I see it:
Transactional (likely short term)

Relationship-driven (likely longer term)

My chosen negotiation style is
so I need to be more
in this situation
because:

Communication plan: In-person, virtual,
phone, email, for each step in the
negotiation:

Situation as they see it:
Transactional (likely short term)

Relationship-driven (likely longer
term)

Their expected/past style and strategy:
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Analysis and Leverage

My BATNA"

What do I lose if there is no deal?

What steps or alternatives will be better
than my BATNA?

Their BATNA:

If no deal, what will they lose?

How can I engage them to look for
alternatives better than their BATNA?

Leverage and/or BATNA Favors (Circle one):
Me - Other party - About even

Who has the most to lose overall from “no deal”? Why?




180 Tools and Guides for Assessment, Planning and Reflection
Possible Proposals

Options and Alternatives: Building on shared interests/bridging con-
flicting interests/being creative

Proposal/Alternative #1:

Proposal/Alternative #2:

Proposal/Alternative #3:

Proposal/Alternative #4:
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What Norms, Standards, Policies, or Expectations Are Being Assumed
or Relied on by Either Party That We Need to Address or Change?

Assumption, expectation, norm or policy, | Advantages/disadvantages with this
and its source (where it’s coming from): assumption or expectation:

Key Data We Need to Support Our Strategy/Proposals

Key Data: Share? Reasons for Not Sharing:
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Third-Party Moves

Can I use a third party as influence? As an audience for feedback or input?
As a partner or supporter?

Overall Positioning Theme and Summary

A short statement that sums up your underlying purpose, goal, and focus in

this negotiation:
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Post Negotiation Reflection Tool

This is intended to be used regularly as an auditing guide after each negotia-
tion as a way to support continuous improvement in each negotiation. As a
guide, it should be used individually by each negotiator and should also be
reviewed in a mentoring and/or peer review setting as well.

Audit and Reflection Questions: Repeatable Competency

1.

10.

How do you feel about the outcome of this negotiation? What was suc-
cesstul in your view, and what was not? Why?

How effective was your preparation? What would you do differently in
preparing for this negotiation if you could do it again?

Overall, how would you characterize the negotiation process itself? Was
it consistent with overall organizational strategy and values? Why or
why not?

How effective were the roles and responsibilities of your participants
around the negotiation? What could be improved?

Did the measurements and KPIs prove eftective in evaluating the pro-
cess and the outcome of the negotiation? What could be improved?

‘What was your aspirational goal for this negotiation?

‘What was your BATNA for this negotiation?

‘What moves did you make that you believed were cooperative or col-
laborative in nature?

‘What moves did you make that you believed were competitive in nature?

Please identify two or three key moments or turning points in the
negotiation (could be positive or negative):
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11.

12.

‘What specific skills do you want to work on based on this negotiation?

‘What changes, at an organizational level, would improve your ability to
negotiate more effectively the next time?

Audit and Reflection Questions: Adaptive Flexibility

13.

14.

15.

16.

17.

18.

How effective was the peer review process in planning for this
negotiation? What, specifically, proved most helpful? What would
improve it?

‘What did you adapt or change for this specific negotiation? How effec-
tive were these?

‘What would you identify as a best practice from this negotiation to be
shared more broadly across the organization?

Any missing data or information for this negotiation? Anything that
could have been done differently to obtain that information?

How were key relationships strengthened or weakened as a result of this
negotiation?

Did you see any misalignment between organizational and individual
interests?
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Audit and Reflection Questions: Optimized Performance

19. Was a partnered approach to negotiation used for this negotiation? If so,
how effective was this? What might improve this approach?

20. Was data and information shared effectively with negotiation partners?
How effective was this?

21. What feedback was gathered or provided from your negotiation part-
ners on how the negotiation could be improved next time?

22, What industry norms or standards, if changed, would support an
improved negotiation process or negotiated outcome in the future?

23. What other learnings came out of this negotiation?

Note

1 Best Alternative To No Agreement



Appendix
A Curated List of Resources

The Conflict Resolution Toolbox: Models and Maps for Analyzing, Diag-
nosing, and Resolving Conflict, Gary T. Furlong, John Wiley & Sons,
2020

The Conflict Resolution Toolbox, written in 2005 and issued as a second
edition in 2020, is a resource for negotiators along a number of dimen-
sions. It identifies the dynamic differences between collaborative approaches
(integrative bargaining) and more adversarial approaches (distributive bar-
gaining) in a chapter on the Stairway. It also contains other valuable mod-
els, including a deep look into different types of interests (The Triangle of
Satisfaction), an understanding of how to leverage the value of relationships
(The Law of Reciprocity), and guidance on why many negotiations slip into
adversarial or distributive behaviors (The Loss Aversion Bias).

BrainFishing: A Practice Guide to Questioning Skills, Gary T. Furlong
and Jim Harrison, FriesenPress, 2018

Focused directly on the skills and knowledge side, this book is aimed at
table skills and specifically on how questioning skills are critical to all types
of negotiation. In addition, it contains a primer on neurobiology and neu-
ropsychology, and how the learnings from these fields can be applied in the
negotiation process.

A Behavioral Theory of Labor Negotiations: An Analysis of a Social
Interaction System, by Richard E. Walton and Robert B McKersie,
1965

This foundational book was the first and remains one of the best investiga-
tions into the entire negotiation process. It identifies cooperative, competi-
tive, and mixed cooperative/competitive negotiations, along with strategies
for each approach. While not directly addressing the organizational versus
individual approach to negotiations, it speaks throughout the book to clari-
fying the organization’s goals and strategy (either union or management, in
this case) and starts building the case for ensuring alignment.
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Getting to Yes: Negotiating Agreement Without Giving In, Roger
Fisher and William Ury (2011 Bruce Patton), Houghton Mifflin,
1981

This is the modern seminal book on integrative negotiation theory and
strategy. A detailed book that focuses on a wide range of ideas, princi-
ples, and approaches to engaging another party and guiding them toward
a “win-win” outcome. Quite structural and detailed, it outlines a founda-
tional approach to negotiation that broadened the more labor-focused work
of Walton and McKersie.

Getting Past No: Negotiating Your Way From Confrontation to Collabora-
tion, by William Ury, Bantam, 1991

This is a practical guide for negotiators that focuses on preparation and
five specific tactics negotiators can employ to direct and keep negotiations
on an integrative foundation. Far less theoretical than its predecessor Getting
to Yes, it is an easy and practical book to read.

The Sports Playbook: Building Teamms That Outperform, Year After Year,
by Joshua A. Gordon, Gary T. Furlong, Ken Pendleton, Routledge,
2018

Ostensibly a book about building successful sports teams, the Playbook is
a guide to laying the groundwork for successful and effective relationships
whether on teams in sports, in business, or just about anywhere else. It looks
at practical steps to create culture, alignment, and an effective issue resolu-
tion process to maintain success over time.

The Checklist Manifesto, by Atul Gawand, Metropolitan Books, 2009

This is an interesting book focusing on one simple strategy for implement-
ing the alignhment we are advocating in this book. Negotiation is a complex
activity requiring a range of decisions followed by effective implementation
of those decisions. Many times, even when people have the knowledge and
skills they need, even when they have clear direction, the sheer complexity
of executing what is needed is a problem. For Gawand, he proposes a simple
idea—the checklist. More broadly, this book has some learnings for creating
structures and frameworks that help any system or systemic approach oper-
ate effectively.

Process Consultation, by Edgar H. Schein, Addison-Wesley Publish-
ing Company, 1988

This is a foundational book for designing tools to improve organizational
group functioning. Given the importance of teams and team dynamics in
performing organizational change, the diagnostic and prescriptive tools pro-
vided by Schein can be used, adapted, and expanded upon.
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The Bully-Free Workplace: Stop Jerks, Weasels, and Snakes From Killing
Your Organization, by Gary Namie and Ruth E Namie, John Wiley
and Sons, 2011

Generally speaking, problems to be negotiated are organizational by
nature. Yet, there are times when you are dealing with an outlier indi-
vidual who is uniquely undermining your strategic goals. This text by Drs.
Namie is an outstanding resource for addressing these specialized challenges
an organization can face.
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