Negotiation

I could say that negotiation is a very tricky thing, particularly when we are selling as our success or failure is determined by the way we negotiate and the results we obtain. Or I could say that negotiation is easy and simple to do and, if we follow some basic rules, it’s so much fun.

The difference is in our attitude towards what we are doing. If we enter into negotiations believing there are going to be problems, then there probably will be. If we enter into negotiations believing we’re going to be presented with opportunities, that’s probably what will happen.

The major part of this chapter is going to be taken up with a quiz. Some years ago I read an excellent book that I can highly recommend to you: Everything is Negotiable by Gavin Kennedy. I have used some of Gavin’s ideas together with my own experiences in order to prepare this quiz. I’ll give you multiple-choice answers so that all you have to do is to decide on A, B, C, D or E.

The quiz

Question 1

You have decided finally to get rid of your vintage car, and you would be well pleased if someone would pay you £30,000 for it. You have telephoned your advertisement to a national newspaper and, before the advertisement appears, someone from the local vintage-car club approaches you and makes you an offer of £32,000 in cash immediately. Do you

A Ask your potential customer to wait until the advert appears?

B Haggle?

C Take the £32,000?

Question 2

You want to buy a speedboat and you see one advertised with a trailer and a load of other goodies at £11,000. You know that, if you’re extremely careful with your budget through the next few months and

use that small bank loan the bank manager promised you, you could raise approximately £9,500.

You meet the owner of the boat at the local marina where the boat is moored. In dicussion you mention that you would be able to find, with difficulty, the £9,500. The owner offers to sell you the speedboat with the trailer and goodies at this price. Is this

A
An occasion to phone your spouse with the good news and instructions to put the champagne on ice?

B
As the godfather would say in the Mario Puzo films, ‘an offer you can’t refuse’?

C
An awful position?

Question 3

You operate your business from a rented factory and you know that, in the very near future, the landlord (with whom you have only a handshake agreement) is going to be looking for an increase in the rent of some 30 per cent. Do you

A
Write to him immediately, explaining all the problems you are having with the building and the fact that you want the problems solved?

B
Ask for a reduction in the amount you currently pay in rent?

C
Make an offer of 15 per cent increase?

D
Suggest you take the discussion to a rent tribunal so that they may arbitrate?

Question 4

You run a small business and have been extremely busy manufacturing your product range. You have arranged to deliver the products to your major customers during the coming weekend. On Friday morn​ing your delivery van breaks down.

The owner of a local business has a similar van and offers to let you use it for the weekend, asking you to sign a piece of paper that says simply: ‘The rental of one vehicle for the weekend of the 17th and 18th, cost £100.’ Do you

A
Insist that, as it’s a business matter, you need to have a contract drawn by your solicitors, or your joint solicitors?

B
Sign as requested?

C
Suggest that, as you know each other and are both local busi​nesspeople, a receipt isn’t necessary?

D
Ask for more information?

Question 5

You make widgets and, after trying to get an appointment for many, many, months with the buyer of a large company, the buyer finally phones you. He says he has a few minutes to spare and is in your town. He asks to meet you at the local airport where he is flying off for six weeks to visit one of the other factories in his company’s group. This seems to be a marvellous opportunity.

In a brief five-minutes meeting at the airport, the buyer asks you for your best price for a six-months contract to supply Mk III widgets. What do you do?

A
Quote a high price in order to leave yourself room to negotiate at a subsequent meeting?

B Quote a price just above your best price?

C Quote the lowest possible price in order to start the relationship?

D Give him your best wishes for his trip?

Question 6

You’re negotiating with the buyer of a reasonably large company.

When you’ve told the buyer the price of your product, he says: ‘You’ll have to do a bit better than that, the competition is extremely strong.’ What do you do?

A
Ask what the difference is between your prke and the other prices?

B Tell him that, if he gives you the order, you’ll cut the price?

C Ask what he likes about your particular proposal?

D Tell him you’d like to see the other offers?

E
Tentatively suggest that if the others are that good he ought to accept them?

Question 7

Your computer system is running extremely well but you are con​cerned about being exposed to only one machine. You’re going to buy a new computer with a laser printer and all the bells and whistles.

A local, regular supplier has quoted you £5,400. What size discount do you expect to get?

A 20 per cent?
C None?

B 15 per cent?
D 5 per cent?

Question 8

You are a toy washing-machine salesperson and you receive a telephone call asking you to go to a day nursery run by the local

council. The matron in charge of the nursery says she wants to buy one of your toy washing-machines. This has a retail price of £1,800 plus

VAT.

The matron explains she has to work to her budget, which is decided by the county council, and she is unable to spend any more than £1,600 plus VAT. What do you do?

A Tell her the deal is not possible and leave?

B
Ask her to keep your arrangements strictly secret and discount the price to £1,600 plus VAT?

C
Explain the relevant and missing benefits of a machine that’s priced at £1,575 plus VAT?

Question 9

A man is walking across the desert leading six camels. He arrives at an oasis. At the oasis is another man who has a sign that says ‘Water, price one camel’. Who has the ‘power’ in the negotiation?

A The man with the camels?

B
The man with the water?

C
You can’t tell?

Question 10

What is your opinion about negotiating? Is it

A Finding the most acceptable compromise?

B
Making a decision with another person that meets as many of that person’s and as many of your interests as possible?

C
Give and take?

D A fair and equal transaction?

That’s the end of the quiz. Now let’s have a look at the answers and, equally important, the thoughts behind them.

While selling a vintage car or travelling across the desert may not appear over-relevant to your selling situation, there are lessons to be learnt from all these questions that will, I’m sure, be invaluable to us in our sales and negotiating careers.

Answers


Score


1.
The vintage car, advertised at £30,000


A
Wait until the advert: you might lose the sale
—20



to this buyer altogether.


B
Haggle: this is the correct thing to do. We must
+30



always, always haggle, however good the first



offer appears to be.


C
Take the £32,000: never, ever, accept the first
—20



offer on anything.


2.
The speedboat, £11,000. You can raise £9,500


A
Phone your spouse: it may appear to be a
—20



bargain, but how do you know it is?


B
‘An offer you can’t refuse’: it is definitely an
—30



offer you can refuse.


C
An awful position: whenever anybody accepts
+30



your first offer you must be thinking you could



have started with a lower figure and bought the



product at a cheaper price.


3.
Landlord, rent increase of 30 per cent


A
Write immediately detailing problems: this is a
+30



great way to start any negotiation, by opening



at a point well below the current situation.


B
Ask for a rent reduction: this would make a
+20



strong opening, but is better if used in



conjunction with A.


C
Offer 15 per cent: the problem with offering 15
—20



per cent at this point is you are likely to end up



with a ‘splitting the difference’ situation.


D
Suggest rent tribunal: if you go to the rent
—30



tribunal, you’ve completely removed your



chance of vetoing the decision.


4.Van breaks down, a local businessman offers his


A Solicitors’ contract: unfortunately, the factors
0


   in the question show you don’t have time to go


   to your solicitors to draw up a contract.


B
Sign as requested: this is an extremely risky 
—20 


thing to do both for you and for your business colleague.


C
Receipt isn’t necessary: this is not just risky, it’s 
—30 


downright dangerous.


D
Ask for more information: we need to ask lots
 +20 


of ‘if and ‘what if’ questions. For example, ‘What if 


someone runs into the van?’ ‘What if it’s stolen?’ ‘If there is a 

problem with the van, whose insurance is going to cover it?’

5.
Widget buyer at airport

A
Quote high price: this is a reasonable move.
+10


You have not fallen for his power-play tactics,


but it’s still not the best move you could make.

B
You’ll cut price if given an order: if the buyer
—30


has made you concede such a large amount at


this first, five-minute meeting, what’s likely to


be the situation in a major meeting?

C
Quote lowest possible price: his power-play
—80


tactics have definitely worked.

D
Give him your best wishes for his trip: the
+60


correct move. At this point in the negotiation


you do not know how badly he needs your


product. Give him all your best wishes for his


trip and tell him you’ll arrange to meet with his


staff to find out how you can best service his


need. It may well be they have a major problem


and need you more than you need them.

6.
Negotiating with large company. You’ve given


price, he says: ‘You’ll have to do better than


that’

A
Ask the difference between your price and
—20


other prices: I’m sure you’ve found, as I’ve


found, that some buyers don’t always tell you


all the truth. There is a possibility you’ll get


bluffed on the differences.

B
You’ll cut price for order: at this stage you have
—30


no idea exactly what the other quotations are,


and there is a chance the buyer will tell you.


However much you offer to cut the price, it


simply isn’t enough.

C
Ask what he likes about your proposal: the 
+20 


correct thing to do. If you can find out the hot buttons from your proposal, you can concentrate on those. Price is not the only factor in any buying or selling situation.

D
See the other offers: this is a good move, if you 
0 


actually believe there are other offers, but if there aren’t this can create an embarrassing or difficult situation.

E
Tentatively suggest he accepts other offers: 
+10 


certainly a strong move, but if he is bluffing, you may have blown the negotiation.

7.
Updating your computer: how much?

A
20 per cent: we seldom get more than we
+30


expect to get.

B
15 per cent: not too bad, but let’s up our
+20


expectations.

C
None: what can I say?
—30

D
5 per cent: I realise you were probably trying
+10


to be realistic, but there are certainly excellent


discounts available from most manufacturers


given sufficient time and planning on


negotiation.

8.
Toy washing-machine, nursery matron; £1,800


retail, offer of £1,600

A
Deal not possible: certainly a strong stance but
+ 10


perhaps better used after C.

B
Accept offer: the matron has used a technique
—25


on you called the ‘Mother Hubbard’ or, in


other words, ‘the cupboard is bare’. You will


find, I’m sure, that many customers use this


idea; however, they usually say, ‘We’ve used


our budget for this year’ or some similar


expression.

C
Benefits of machine costing £1,575: this is the
+15


correct move.

9.
Man selling water in desert; price one camel. Who has power?

A The man with the camels.
—20

B The man with the water.
-20 

C You can’t tell: there is insufficient information 
+20

to tell who has the power. For example, the

man with the camels may have a shotgun. The man with the water may have a million camels and not need any more. There simply isn’t enough information to make a decision.


10.
What is your opinion about negotiating?


A
Acceptable compromise: it will all depend on to
0



whom it’s most acceptable. If we’re going to



end up ‘splitting the difference’, that is not



negotiation.


B
Meeting of mutual interests: the correct answer.
+20



You are the best judge of your interests and the



other party is the best judge of their interests.


C
Give and take: negotiation is definitely not
—10



about give and take, particularly if you give



more than you take.


D
Fair and equal transaction: negotiations are
—20



usually fair but seldom equal.

The steps to success

Step 1

As we have discussed, we must listen carefully — we must listen actively and try to understand what it is the buyer wants as an end result of the negotiation. We may well be prepared to give something quite easily that the buyer wants: don’t jump in and give it away. Listen for the end results.

Step 2

Never concede, trade. For example: ‘Will you place the order now if I arrange for delivery on Friday?’ By using that powerful word ‘IF’ you haven’t said you will arrange for delivery on Friday, you’ve just said that ‘if’ you do, will the buyer place the order?

So often in negotiations people concede a point without taking something in return. This comes back to our point about give and take. Could it be that a customer wants to pay a particular price for

your goods and, if you’re prepared to concede that price, you want a contract for the next five years? Always, always trade.

Step 3

Let go of the negotiations emotionally before you actually start the process. I once saw this written as: ‘Take the ego out of nEGOtiation.’

It’s so much easier when we are buying products for other people rather than buying them for ourselves. You’ll have been in this situation and know that you’re quite prepared to walk away from the situation because it doesn’t hurt emotionally. If we are able to maintain that attitude while buying or selling, we can be firmer in our negotiating stance.

Step 4

We must use this idea of hurt and rescue or, in other words, we must frighten people with our first offer. If we are buying an item priced at £100 and we offer £90 to start with, the likelihood is we’ll end at £95. If, on the other hand, we offer £50 to start with there is a greater chance of ending at £60 or £70.

I’m reminded of the story of the girl on the train who (and this was many’years ago) got into a carriage where there was no corridor. There was a man sitting opposite her. Looking at this particularly attractive girl, he took out his wallet and started counting £50 notes on to the table between them.

‘If I give you £10,000, would you go out to dinner with me tonight?’ said the man.

The girl thought about the implications of the offer for a minute and then said: ‘Yes, for £10,000 I will.’

The man collected the money from the table and put it back into his inside pocket. He looked at the girl, smiled and said: ‘Would you go to dinner with me for £1?’

The girl immediately responded: ‘No! What sort of a girl do you think I am?’

The man replied: ‘I think we know what sort of girl you are. We just have to establish the right price!’

If we are able, over the course of our commercial and social lives, to increase the number of times we negotiate, our skills will increase. I do believe that negotiation in your private life when buying, be it for clothes, houses, cars or even holidays, will assist you in your selling role. Being able to see the picture from the buyer’s point of view is one of the key steps in planning your negotiation tactics.

Over the years I’ve bought items priced at £65 for only £5, items

priced at £11 for only £1 and, naturally, the negotiations didn’t start off at 10 per cent off the retail price.

What you often find will happen is that, when you make a ridiculous first offer, with a smile on your face, the response will be ‘What! But it’s made of. . .‘ The other party will give you a list of features, not benefits, of the product. Your response is simple: ‘Yes, I know, that’s why I want to buy it.’

Make absolutely certain that, while you are negotiating, if the other party moves towards you on price, you don’t move. This does not mean you have to move just because they do. Stick firm, stand your ground and you will be amazed at how cheaply you can get most of the items you buy during the course of your commercial and social life.

