Ask the Negotiator …

Ask the Negotiator is designed to afford our readers with the opportunity to ask questions about any aspect of negotiations and provide them with answers from experienced negotiators in future editions of the magazine.   Please direct your questions to John Baker at editor@negotiatormagazine.com.   We will only publish your first name or the nom de plume you suggest along with your country when your question is published.   Your question will be answered either by John Baker or by a member of The Negotiator Magazine’s growing list of outside negotiation resources.

John Baker has well over thirty years of active negotiating experience in educational, (USA) Fortune 100 corporations and small business companies.   He has negotiated collective bargaining agreements both for unions and for management.   Dr. Baker’s experience includes agreements across a broad range of negotiation areas, including marketing alliances, purchase and sales contracts, acquisitions, joint ventures, non-profit and government services agreements and even the peaceful conclusion of student protest sit-ins on more than one occasion.   He holds a Ph.D. from Case Western Reserve University (USA).

And now, this month’s letter …

“The Critical Importance of Negotiation Location” 

From:  C. (USA)

Dear Negotiator:

I represented my company in negotiations with another firm trying to work out a deal my management wanted badly.   Negotiations were held almost every week for over three months until we decided we could not come to a deal and called off the negotiations.   Here’s the critical point in my question.   All the negotiations were held at the other firm at their request for their convenience.   We are located across town in a large city so it worked out well for me since I live near their location.   Now, after the negotiations did not work out, my management believes that the fact that all the negotiations were held at their location was a major reason why the agreement was not accomplished.   This bothers me a lot and I would like your opinion.   Was that a huge mistake?    

Dear C.,

Alas, I can not give you a definitive answer to your question based on your letter, but the negotiating venue may well have been a factor.   Let’s look briefly at some of the possibilities for that theory and then hope that you can further the analyze the situation more fully for yourself.
Successful agreements are made on someone’s “home turf” all the time.   Certainly, that is a usual circumstance for corporate and personal purchases, global business deals that may be negotiated in one party’s location thousands of miles from the negotiator’s home base and many of the vast array of agreements concluded is the usual course of everyday business operations.   
Clearly, using a single “home base” negotiating location of one of the parties does not preclude success in negotiation by any stretch of the imagination.   It can lead, however, to the question that you pose.   What is truly critical is the assessment of the strategic and tactical implications of the choice on this deal or other possible negotiations.   Here is where every negotiator needs to focus as negotiations begin and as they proceed.
In your instance, the mutual convenience of the negotiators appears to be the determinative factor in selecting the single site location.   Beyond this consideration, however, effective negotiators must step back and explore the advantages and disadvantages to the companies they represent as more significant avenues of inquiry.   Let us briefly touch upon some of those factors that make issues of place important.

Unquestionably, if you always come to me to conduct the negotiations there is a power dimension to this occurrence whether intended or not.   Psychological and material advantages go to the “host” negotiator.
Negotiating in the other party’s domain places their resource personnel readily at hand for technical and financial assistance to them and makes your resources accessible only by pre-arrangement or by call.   This is not an insignificant disparity in complex negotiations.   
On the positive side, however, working in the other party’s location provides some possible advantages in that you are able to observe the other firm’s operating environment, assess its personnel, build relationships with their key players and experience their culture.   What you trade, on-the-other-hand, are the advantages that might have accrued to your side by showing your own firm’s institutional strengths of resource and personnel that will enrich your contribution to a future relationship.   Over-all, I would consider this a considerable disadvantage to creating the positive climate for the best possible agreement.

Equally important, constancy of place leads inevitably to a host-guest relationship that adds power to the host and often unrecognized behavioral expectations on the part of the guest to the negotiating dynamic.   No matter how innocently given and accepted, taking your “reserved chair,” drinking your special coffee and sampling your favorite pastry supplied each week by your host as a part of the negotiation ritual creates social debt that inevitably weighs in the negotiation power balance.

To off-set this factor, reciprocity must be assured in the process.   Your office, my restaurant and check for lunch must be insisted upon to keep parity.  This insistence upon reciprocity is vital to the balance you seek to maintain.  Quite simply, a better strategy, in my judgment, would be to inform the other party that having met your group and tasted your culture you wish to host the next meeting at your location so they can they can meet my group and know our culture.
More than three months of weekly meetings yields more than a dozen opportunities to shift site, change perceptions and neutralize the effect of location on the power balance.   A good rule to follow in the future is that effective long-term negotiations are best held at alternating or neutral sites.   In delicate and complex negotiations, every element counts or at least we should consider that it might do so.   
Whether this factor materially changed the final outcome of your negotiation is very difficult to know, but that it created a perception of a lack of balance in the minds of your management is clear.   Negotiations in many respects are about nuances, perceptions and satisfying multiple constituencies both within the room and outside it.  The effective negotiator must attempt to deal with each of these elements through tactics and strategies planned before the sessions and continually reviewed as the negotiations proceed on their course.    This is one of those areas.
Good luck,

John Baker

