Constructive Negotiation

INTRODUCTION

This role-play is designed to illustrate concepts and techniques that may be used in successful sales negotiations. You take part in a simulated negotiation exploring different approaches and discussing and reviewing performances.

You will be divided into groups that take either the buyer's or the seller's role. Besides playing these roles, each group has access to a computer to help assess the financial implications of your proposals. Thus the exercise combines the behavioural aspects of a role-play with the ones of financial success.

PROCEDURE

The exercise consists of the following stages:

FAMILIARISATION & PLANNING

INFORMATION GATHERING MEETING

PREPARATION OF THE INITIAL PROPOSAL

INITIAL NEGOTIATION

MODIFICATION OF THE PROPOSAL

FINAL NEGOTIATION

REVIEW AND DISCUSSION

Familiarisation & Planning involves you becoming familiar with your business situation, defining responsibilities, considering objectives and deciding what information is needed from the other group. Also you may wish to become familiar with the computer.

Information Gathering Meeting is meeting between the buyers and sellers. The meeting serves three purposes - to obtain information, to supply information and to assess the other group. The sellers should leave the meeting with a clear understanding of what the buyers want. As this is the first time the groups meet both should be fully prepared especially for the opening stages of the meeting.

Preparing the Initial Proposal occurs following the information-gathering meeting. The groups separate to define goals and consider options. When defining goals it may be useful to do this in terms of what is unacceptable, reasonable and desirable. When considering options this should be done based on their probable financial impact and to help do this the computer can be used to assess costs and profit.

Initial Negotiation the two sides meet again to present and discuss the initial proposal. Both groups should be prepared to negotiate and suggest acceptable terms.

Modification of the Proposal involves the groups breaking off to investigate and modify their proposals. This involves further analysis of the financial implications of the proposals (using the computer) and the definition of firm goals and acceptance criteria.

Final Negotiation involves the groups returning to the negotiation to finalise agreement. During this period it may be necessary for short adjournments to allow each group to discuss proposals privately.

Review and Discussion involves the groups reconvening to report on and discuss the negotiation. This should involve a discussion on goals, how these were progressed towards and an evaluation of the other group. To help with this session each groups should ensure that they record their progress during the negotiation.

THE SITUATION

To provide a realistic negotiating scenario a particular business situation has been chosen. However, this has been generalised and simplified to ensure that it is applicable to most companies.

The negotiation involves a construction company (the sellers) and a local authority (the buyers). The government has recognised that many low paid workers have great difficulty obtaining reasonably priced accommodation. It has released funds to build dwellings for single people and, perhaps, couples. To ensure that the largest number of people can benefit, local authorities will use redundant land and low construction cost is a key consideration.

To save cost and speed construction this accommodation will be prefabricated and called as Prefabricated One-person Dwellings (PODs). The PODs comprise a living area, fitted kitchenette (or kitchen), bathroom and, for the larger PODs, a bedroom or two. 

The construction of a PODs based structure involves onsite preparation of foundations and then delivery of PODs from the factory and their erection. The standard POD from the factory comprises a few major assemblies each with services (electrical power lines and plumbing) pre-installed and fully decorated.

The local authority has not had construction work done by the construction company and so there is no previous relationship. 

AREAS OF NEGOTIATION

An agreement is to be negotiated about the following:

PRICE/POD

NUMBER OF PODS

POD TYPE

FITTING

COMENCEMENT & COMPLETION DATES

PAYMENT TERMS

Price is for each POD and so total revenue is this price multiplied by the number of pods. 

Number of PODS is the total number of PODS to be constructed on the local authority’s designated site. This number takes into account the type of PODS, landscaping and road access.

POD types are as follows:

· microPOD
· POD41
· POD42
· POD42+
· maxiPOD
The microPOD is the smallest of the PODs and is only suitable for a single person with few possessions. It is about the size of a hotel room and the bathroom has a shower and no bath. To save space the kitchenette uses compact appliances.

The POD41 is slightly larger and has a bath (rather than just a shower). To save space the kitchenette is the same as the microPOD. It is suitable for a single person with sporadic sleepovers.

The POD42 is a studio suitable for childless couples and has its kitchenette is fitted with full size appliances (including a separate cooker but not a microwave).

The POD42+ has the same specification as the POD42 with the addition of a separate bedroom.

The maxiPOD has the same specification as the POD42+ with a second bedroom and a separate kitchen.

Fitting involves deciding whether an empty shell is provided to the local authority or whether this will be fully fitted (including built in cupboards, the kitchenette and all appliances).

Commencement and Completion Dates must be agreed. The commencement date defines when the construction company has access to the site and when the first payment is made. The completion date defines when the construction is handed over to the local authority. If an empty shell is provided rather than fully fitted PODS, there is a delay before the PODs can be occupied. (You start your negotiations at week thirty-four (34) of the local authority’s financial calendar. However, as the PODs are prefabricated inclement weather will not affect construction times.)

Payment Terms involve agreeing what percentage of the total project cost is paid on commencement and what percentage of the total project cost is paid on completion. If these payments do not add to 100% the balance is retained for twelve months.

USING THE COMPUTER

A microcomputer is available to help you evaluate the financial impact of your offers. When the software is run you will be asked for a team name. The name is used to identify your proposal data and can consist of up to six letters. The first time you run the software and enter your team name you will be asked to confirm that you are starting the negotiation. 

If when using the software you need help, there are several buttons at the bottom left of the screen. Clicking the Manual Button gives you access to an online manual describing the negotiation and providing information about either the selling or buying situation. Clicking the Help Button provides help with using the software and clicking the Advise Button provides help with the current task.

The negotiation software provides these options:


Negotiation Options



 Enter Proposal



 Evaluate Proposal



 Compare Proposals



 Delete Proposals



 Recess Negotiation






Proposal Entry allows you to change the proposal. The current entry cell is highlighted. To move between cells use the arrow keys or click on a cell to change it. Type in the new value(s) and click the Confirm button when you have made all the changes. Each proposal is assigned a number.

Evaluate Proposal causes the current proposal to be taken, its outcome assessed and display. If you wish to print these, click on the Print button.

Compare Proposal causes a table of the most recent proposals to be displayed (and, optionally, printed).

Delete Proposals allows you to delete one or more proposals from the ones currently part of the list of recent proposals. (The software can only store a limited number of past proposals and when this limit is reached, the oldest proposal is deleted.) 

Recess Negotiation allows you to end using the software. The current proposals are saved and, later, re-running and entering the same team name allows you to continue with the negotiation.
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