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The Negotiation Academy Potsdam _

| Germany's first university negotiation academy

= Founded in 2014

= Obijective: Exploration of current challenges & derivation
of solution approaches for complex negotiations

= Cooperation with companies from various industries
e.g. automotive, aviation, pharmaceuticals, energy,
construction, transportation and many more.

= Understanding of negotiations as a management
process
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The significance of negotiation in purchasing ‘ Q A F POTSDAM

Important business negotiations nearly always involve
sums running into the millions.

Researchers have identified numerous success
factors for optimizing purchasing negotiations across
different disciplines.

“If a company were to improve its negotiation
performance by just 1% overall, it would permanently
increase its profit by 10% to 20%.”
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Current status of negotiation skills in business negotiations { QI SR

Requirements faced by negotiation agents in their day-to-day work

Execution of technical activities
Mathematical skills

Team orientation

Social competence
Management competence
Language competence

Risk management
Assertiveness

Commercial activities
Execution of operational activities
Technical knowledge
Negotiation skills

Creativity

Strategic thinking

Negotiation is a matter of ever-growing importance
within business.

This also means that it’s crucial to:

= raise awareness of this topic among
employees.

* implement tools and instruments based on
scientific findings.

= review negotiation performance on an ongoing
basis.

0% 20% 40% 60% 80%
Today min 5-10 years

Source: NAP (2018)
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Complexity of negotiations

202
'

Multi-personal Situation

At least one other party
participates in a negotiation,
which is characterized by
different goals, perspec-
tives or backgrounds. A
successful negotiation
therefore requires
understanding and seeing
through the other side.

Conflicting Preferences

It is the nature of a negotiation
that the negotiation partners
have more or less divergent
negotiating preferences. The
fact that the negotiation partner
has divergent ideas and is not
prepared to take up one's own
offers can be a high emotional
burden in a negotiation.

(no) Agreement Zone

In a negotiation, the possible
agreement space is not
always visible and often first
needs to be created by the
negotiating parties.

NAP

Interaction

An agreement is reached as a
result of an interactive
process, in which each party
attempts to manipulate the
counterpart to enforce their
negotiation preferences as
far as possible.
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Problem areas in negotiations i

® gt O

Learning by doing and Lack of structure No learning effect
entrenched routines

Individual learning by doing engenders Negotiation preparation is often Success factors and lessons learned
that there is no general knowledge of unstructured because there is no uniform for the organization can
negotiation. procedure. not be derived.

These problems result in negotiations often lacking top performance.
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Different perspectives from negotiation research are integrated into the approach I AP oA

S = S
- - - 3 e

Interaction-based research Game theory-based research

By analyzing human and organizational behavior in Negotiations are viewed as a closed, interdependent
negotiations, it is possible to derive recommendations decision-making problem between at least two parties
for optimum negotiation strategies and tactical that can be resolved with the aid of formal
approaches. mathematical models.

Example: Anchoring strategies Example: Prisonners’ dilemma
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The NAP negotiation management approach

NAP
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| Negotiation success built upon scientific findings:

= Structured-analytical approach

= Consideration of all activities before, during and after
negotiations for optimal negotiation results

= Use of scientific tools that build on each other

» Validation and performance measurement of the entire
tool system

= Benchmark and best practice integration

= Proven increase in efficiency and effectiveness
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Negotiation
Analysis

Negotiation Negotiation
Controlling Negotiation Organization

Management

Negotiation Negotiation
Preparation
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The NAP negotiation management approach

NAP
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| Negotiation success built upon scientific findings:

= Structured-analytical approach

= Consideration of all activities before, during and after
negotiations for optimal negotiation results

= Use of a scientific tools that build on each other

» Validation and performance measurement of the entire
tool system

= Benchmark and best practice integration

= Proven increase in efficiency and effectiveness
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Negotiation
Analysis

Negotiation Negotiation
Controlling Negotiation Organization

Management

Negotiation Negotiation
Preparation
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The Power Matrix Tool I J =

A
| — v The basic power constellations of an upcoming negotiation are mapped
_g’ Adaptive / Relationship in the !DOjNer Matrix. The focus here lies on dependencies of the
> < position x position negotiation partners.
é v In order to assess the situation as objectively as possible, the results
é_ from the Competition Matrix are used.
% }> v Here it must be borne in mind that, unlike in the Competition Matrix, the
8 3 Fighting Dominant assessments of the negotiation partners can differ.
2 position position v If the distribution of power is to one’s own disadvantage, approaches
should be sought to change this position.
Objective: Changing the Competition Matrix or Giga Battle Plan
low high Subjective: Influence on the perception of the power constellation of
the negotiation partner
Dependency Customer
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The Power Matrix Tool: Recommendations for action ‘ Q A F OIS

Recommendations for action

(a) (b) (c) (d) (e) ()
Reduce own Increase dependence Confirm/reinforce .
No measures . Relate perception No measures
dependence of the partner perception

(e1) (e2)

Present own dependence Display dependence of the
in a smaller way partner higher

|
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Competition as the essential factor determining negotiating power.

Supplier model

Purchasing model’

Relative importance Number of suppliers

Commodification of technology

Supplier capacity

Supplier’s financial dependence ProductIS|gn|f|cance e
purchasing dept

Supplier know-how

Relative importance

Number of suppliers

Number of purchasers

Supplier’s financial dependence
Product cost transparency

Supplier capacity

1: Correlation coefficients indicate a high internal and predictive validity, all coefficients p < 0.001

Significance for supplier power [%)]
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0,31 — Product significance for °
0,13 _ purchasing dept [ ) Number of suppliers
0,12 - ® Tenderer know-how
0,11 -
0,10 -
0,09 -
0,08 - Supplier’s financial dependence
0,07 - ) [
0.06 Commaoadification of technology Supplier capacity

’ '. Relationship between
0,05 - Market positioft of supplier and purchasing dept

supplier ()
0,04 - Product cost transparency
0,03 -
@ Number of purchasers

0,02 - @ Switching costs ° Brand attractiveness of
0.01 - purchasing dept

’ ® Market dynamic in supplier market
0,00 T T T T T T T T T T ///_\

0,00 0,01 0,02 0,03 0,04 0,05 0,06 0,07 0,08 0,09 0,10 0,43
Significance for purchaser power [%]

@ Changing the factor level leads to a win-lose effect
@ Changing the factor level leads to a win-win effect

Source: Wild/Hebisch/Herbst (2020).
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The NAP negotiation management approach ‘ Q AP OIS

) Negotiation
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| Negotiation success built upon scientific findings:

= Structured-analytical approach Negotiation
Analysis
= Consideration of all activities before, during and after
negotiations for optimal negotiation results

Negotiation Negotiation
Controlling Negotiation Organization

= Use of a scientific tools that build on each other Management

» Validation and performance measurement of the entire

tool system Negotiation Negotiation
Preparation

= Benchmark and best practice integration

= Proven increase in efficiency and effectiveness
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What is the smart objective analysis (SOA)?
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Own ranking

A

’ Integrative space °

Integrative space
» Partner

7 6 5 4 3 2 1 ranking

v The smart objective analysis covers the differences in
importance between the negotiation parties with regard to the
negotiation issues.

v Integrative negotiation issues that are significantly more
important to one party than to the other offer an opportunity to
improve the negotiation outcome:

= The partner for whom the negotiation issue is less
important can make concessions here in order to
improve its outcome by receiving concessions in other
areas in return.

» Trade-offs can be used to optimize the negotiation
process.

v Other negotiation issues that do not offer this opportunity are
distributive issues.

Source: Voeth/Herbst (2015), p. 76f.
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What are the recommendations of the SOA? ‘ Q AP POTSDAM

Recommendations for action

/\

1. Offer Trade-Offs
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Example on research on Anchoring I J =

Negotiation research has been able to show in numerous studies that the negotiator who makes the first offer achieves
| better negotiation results because the offer acts as an anchor for the further negotiation.

\TeNnzLe

Numeric Semantic

As a rule of thumb, the first offer should be formulated In negotiations, in which no precise offer can or should
as precisely as possible (but not too precisely). be made, we can also apply a semantic anchor, which

sets a clear direction.

13.05.2022 Negotiation Academy Potsdam 16



Negotiation Academy Potsdam

The NAP negotiation management approach ‘ Q AP OIS

Negotiatio,7
?oxNef Issue Analyg;
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| Negotiation success built upon scientific findings:

= Structured-analytical approach Negotiation
Analysis
= Consideration of all activities before, during and after
negotiations for optimal negotiation results

Negotiation Negotiation
Controlling Negotiation Organization

= Use of scientific tools that build on each other Management

» Validation and performance measurement of the entire

tool system Negotiation Negotiation
Preparation

= Benchmark and best practice integration

= Proven increase in efficiency and effectiveness
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The NegoManager - the digital support software
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| In addition to training, coaching and booklet, digital negotiation preparation software can be used.

The online guide to the tools of the NAP

Die Machtmatrix

Holen Sie das Beste aus Ihrer Verhandlungsposition heraus

E

Cad

B e

N&gotiation Issue Monitoring

Erfassen Sie Thre Verhafillungs stande - -

QR QR

Digital negotiation coach which interactively guides you
through the negotiation preparation process

Application of well-known tools that are scientifically
proven, learned in training courses and digitally
standardized

Tool logics bring out appropriate implications in each
tool and point out logical blindspots

Tool links bring information together in the right places
across tools

Software scientifically proven to lead to medium
efficiency and high effectiveness gains

13.05.2022
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The NegoManager - the digital support software POTSDAM

1. Recording the negotiation issues

Please indicate what the mandatory issues (negotiation issues that absolutely must be settled with your partner in this negotiation) are in your upcoming negotiation. There may also be further issues (optional issues)
o 1. RECORDING THE NEGOTIATION ISSUES

that your side or that of your negotiating partner can additionally introduce; for these topics, please also indicate whether these additional topics are so called pain points, i.e., topics that are only of interest to one party
in the negotiation.

2. PRIORITIZING/RANKING THE ISSUES

3. EXPLORING BIASES Mandatory issues Your optional issues Your partner's optional issues

4. DERIVING RECOMMENDATIONS FOR ACTION

Manufacturing cost

long term agreements Vv Pain Point research cooperation X No Pain Point

Supply date

Payment date

Issue archive

13.05.2022
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The NegoManager - the digital support software _

2. Prioritizing/ranking the issues

Now, please rate the importance of all negotiation issues from your own and from the partner's point of view by assigning the first rank to the most important negotiation issue, the second rank to the second most
1. RECORDING THE NEGOTIATION ISSUES important, and so on. To do so, drag the negotiation issues to the appropriate rank via mouse klick. Multiple assignments to a rank (e.g., rank 2 is assigned twice) are possible. If you are unsure about your partner’s
prioritization, please still make an approximation.
2. PRIORITIZING/RANKING THE ISSUES

Your partner's ranking

- :
3. EXPLORING BIASES Your party's ranking

4. DERIVING RECOMMENDATIONS FOR ACTION
o Y v cooparsin Co Y ers e
o
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The NegoManager - the digital support software

4. Deriving recommendations for action m m

In this diagram you will find the result of the Smart Objective Analysis. The diagram shows whether there are differences in the importance of the negotiation issues between you and your negotiation partner. It also
indicates for which negotiation issues your negotiation partner underestimates or overestimates the importance of said issues for you. Click on one of the following buttons to receive recommendations for action.

i AN LR S5 Recommendations for Action Influence the importance of topics Prepare for offer management Configure the negotiation scope

3. EXPLORING BIASES

1. RECORDING THE NEGOTIATION ISSUES

4. DERIVING RECOMMENDATIONS FOR ACTION

Manufacturing cost

Supply date

Insist on a concession from your partner

Payment date Concession depends on power constellation

Your ranking

Make a concession to your partner

research cooperation

long term agreements

3

Partner's ranking

No concessions Concessions recommended

Payment date |i Manufacturing cost research cooperation
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Negotiation management skills significantly improve negotiation performance NAP _

Realized total costs (savings in%)

Group 1: General Findings

17,5 %** Students Practitioners
17,5% — 9,8% = A -8,8% — 4,9% =
Group 2: Tools of Negotiation Management — i 50% >

-27,3% -13,7%

-9,8%**

Group 3: Digital Tools of Negotiation Management

** Significance level: p < 0.01

Negotiators who received training on the NAP tools achieve better results than negotiators with general negotiating skills
(e.g. the Harvard concept). Further clear improvements can be seen when the negotiators were able to use digital

negotiation support tools.

From experience with similar research designs, it can be assumed that the effects also occur with practitioners (Herbst
/ Schwarz 2011), but are only half the size.

Source: Stork, Oryl, Voeth, Herbst (2021)
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Negotiation Dashboard ‘ Q POTSDAM

Negotiation Dashboard

Best In Class — Negotiation Performance Management Total CommOdlty —

Selection Commodity KPI Management Summary Development of Airbus‘ power position by supplier
Overview of negotiations of the past 30 days
PY Adaptive Position Releationship Position Number of negotiations
Negotiation Outcome Negotiation vs. 5
PC Auctions e :
10.2m EURO ~ Supplier 1
PS
generated cummulative profits 35 P Supplier 2
PY in negotiations this quarter.
d ®  Supplier 3
BB .
Negotiation Performance Map 8% ® e Supplier 4
Fight Position Dominance Position
Goal achievement by volume €
100%
PSY1
50%
PSY PSY2 Unit price development per year
PSY3 o Commodity 1 0%

2013 | 2014 | 2015 ! m1izo17 |.2018 | 2019 Upto 35m 35to 50 m 50 to 100 m More than 100 m
-5% _’_'7
Financial year Supplier Negotiation ID Power position

w1
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Rising awareness

We see a rising awareness for the topic of negotiation management.
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Negotiation management implementation staircase { Q A F OIS

We understand Negotiation Management as a multi-stage process through which companies ultimately become more successful in
their negotiations.

Center of
Excellence

Software
= Assessment center

= Organization

Coaching

Digitale Support-

System:

= Comprehensive NegoManager
negotiation support S PeEleEs

= Improvement
= Use Cases factors

= Role distribution

Tool- Training

Classification

= Development of = Hospitation
training materials

Inventory = Negotiation = Different level
categories approaches
= Problem analysis = Optimization of = Booklet,
- SWOT-Analysis negotiation Templates
processes

= Action Plan
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The NAP mission { \‘ POTSDAM

‘ ‘ NAP raises awareness, empowers and
supports companies and their
employees in the area of

You either have to modify negotiation management

. based on scientific findings. Awardness
your desires or strengthen
your abilities."

Empowerment

Emanuel James ,,Jim“ Rohn .
NAP enables companies

to negotiate better through

the use of scientifically validated tools
and thus, sustainably improve negotiation
performance.
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Location Potsdam Location Stuttgart

University of Potsdam c/o Potsdam Transfer University of Hohenheim c/o Hohenheim Management School
Director Prof. Dr. Uta Herbst Director Prof. Dr. Markus Voeth

August-Bebel-Strasse 89 - House 7 - 14482 Potsdam Fruwirthstralle 32 - 70599 Stuttgart

Phone: + 49 331 97 7-3854 - Fax: +49 331 97 7-3858 Phone: +49 711 459-22925 - Fax: +49 711 459-23718

E-mail: info@nap-digital.de E-mail: info@nap-digital.de
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