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The Road To Collaborative Negotiation

By 

Tim Cummins

Some call it 'win-win', some call it collaboration. Alternatives to traditional, price-based, risk averse contract negotiations are the holy grail for many companies. Yet for most organizations, reaching this goal is proving elusive. 

  

There are certainly examples of success, yet replication seems rare. For example, consultants from Booz Allen Hamilton wrote these observations about 'win-win sourcing' at Honda: 

  

"It’s an intriguing way to produce a contract. At Honda Motor Company, during meetings with suppliers, the executives write their proposed actions and agreements on a whiteboard. When all the items have been discussed, the meeting is over. The contents of the whiteboard are then typed up and two copies are printed, the supplier and the automaker sign them, and the contract is complete. Thereafter, both sides focus on executing the plan. Honda and its suppliers thus avoid the drawn-out, querulous negotiation process that is common at other automakers, a process that can last months and even then sometimes blow up without reaching a resolution."
[i] 

  

IACCM recently featured the 'Pathclearer' approach, pioneered by UK brewing company Scottish & Newcastle. This has similarities to the Honda approach in that it seeks to focus discussions and the relationship on the areas of performance that will lead to success. Contentious terms are generally left to underlying legal standards, resulting in contracts that are typically in the form of short letter agreements. Like Honda, they have found this approach results in far greater commitment and cooperation. 

What Are The Inhibitors?

  

So if it is so simple, why isn't collaboration or 'win-win' more widespread? In part it seems to be down to simple issues of culture. Japanese approaches to business, for example, tend to be more trusting than those in the US. In part that is because it typically takes longer to reach decisions and to earn trust. There is then an assumption of shared goals and 'fidelity'. The greater impatience and urgency of the US business mentality, together with a desire for solid frameworks and 'rules', leads to a greater need for lengthy contracts, covering all eventualities. This is reinforced by a greater inclination not to trust the other side - to assume 'infidelity'. 

  

So does this mean we need fundamental genetic or cultural reengineering before we can do things differently? Clearly the answer is no. The evidence suggests that the real problem here relates to power and the willingness to invest in relationships. 

  

  

When we survey organizations, the majority claim they would prefer collaborative relationships. Over 80% of negotiators say they believe in win-win negotiations. Indeed, a similar percentage believe they indulge in a win-win approach - it is (according to them) the other side that derails their intent. So what goes wrong? 

  

The important issues seem to be a combination of time, timing and power. 

  

1. Time: many negotiations are undertaken under tight time pressures. Whether the urgency is real or imagined, the parties often believe that collaboration takes more time. So rather than engage, they confront. Either the more powerful seeks to impose their terms, or they start a 'battle of the forms'. There is little substantive discussion at a business level. 

2. Timing: this is more about who gets involved and when. One of the key complaints by negotiators is that they are 'involved too late'. Often they are either seeking to recover from ill-considered commitments, or they find much of the ground has been given away, or they are under strong pressures to close 'because everything is agreed except the contract'. This approach pretty much guarantees that terms and conditions become contentious as each side focuses on risk allocation to protect itself from the uncertainties of the preceding discussions. 

3. Power: in principle, maybe we want to collaborate. In practice, the more powerful party tends to say: 'Here are my terms. Trust me, we will collaborate later'. Of course, one of the key problems with this approach is that it curtails discussion. Requirements are not properly analyzed; capabilities are not adequately aligned; risks are not sufficiently assessed or mitigated.

Establishing A Framework

  

In truth, collaborative negotiations often take less time than confrontation. But they do require greater investment and to be efficient, they need a methodology. But the key point is this. When we discuss collaboration with our members, it is typically the less powerful organizations that plead for less confrontation. However, they are not in a position to drive the change. The only people who can make this new world a reality are the organizations with power. 

  

What might this mean? When I was leading IBM sales negotiation staff in Europe, I could see that many customer negotiations were sub-optimizing results. Not only did the imposition of standard terms sour relationships, it also meant that critical conversations and opportunities were missed. If we wanted to sell true value-add solutions, we had to take time with the customer to discuss their goals and align them with our capabilities. So with a colleague from Marketing, and drawing on the disciplines of a project definition workshop, we developed what we called a "Market Planning Workshop" that could be used as a framework for collaborative negotiation. All the negotiators where then trained in this methodology. 

  

The results were remarkable. They led to higher value, better alignment and dramatic reductions in both perceived and actual risk. In complex situations - for example, multi-country roll-outs, they several times enabled IBM to move to a winning competitive position - even in situations where competition offered better technical solutions. The point was, this approach created trust and confidence that we could and would do as we promised. 

  

These workshops may be similar to the approach at Honda. My memory is that we more often used flip charts than whiteboards, but I suspect the outputs were much the same! And of course, they occasionally led to the conclusion that we were not well matched and that either the project needed to be scaled back, or that an alternative supplier would be a better answer. Powerful organizations that really care about their customers have to be ready to make those tough decisions - and gain greater respect and trust because of it. 

  

But sometimes our approach simply wasn't accepted. First, it was often hard to persuade Sales to engage in what they saw as a 'high risk' approach. It was unfamiliar to them; it was unfamiliar to the customer; and it was being proposed by a traditional 'business prevention' group - so there must be some trick behind the idea. Many sales representatives were nervous about having the necessary teams sitting in a room together - they feared they would lose control. And they were certainly uneasy about some of the tough conversations that honesty entails. 

  

Second, it was not always easy to persuade customers that they should invest time in these sessions, even when we could demonstrate that they typically reduced negotiation times and added value to results. But we soon realized this resistance was mostly in situations where the other side felt they had the power, where they were viewing technology as a commodity. So then we had to do some marketing, or give up and wait for a better opportunity. 

  

So in summary, there is plenty of evidence that win-win or collaborative approaches work and can bring significant extra benefits to any complex or high-risk relationship. There is also extensive evidence that business executives and negotiators believe (at least at a theoretical level) that they should follow collaborative approaches. But if we are going to make substantive progress towards this goal, it will only be achieved if the more powerful parties start to embed it as an organizational strategy and methodology. That will be the real break-through to a 'win-win' world.
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