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Closing a deal and agreeing 
on the final price often in-
volves large amounts of mon-
ey—in some cases, very large 

amounts. A discount of one percentage 
point can quickly make a difference of 
100,000 or even 500,000 euros of pure 
profit.

The media offers all kinds of tips from 
self-appointed experts about the best way 
to handle negotiations. To put it simply, 
these experts are divided into two camps: 
those who “trick” and those who “treat.” 

The “treaters” focus on the assumed in-
terests of the negotiation partner and 
look for creative solutions to break the 
deadlock. However, business negotia-
tions are not as complex as Middle East 
conflict negotiations, for which this ap-
proach was developed. The situation can 
usually be summed up as, “I want more 
money than you want to pay,” and un-

fortunately, creativity is of limited use 
then. 

The “trickers,” on the other hand, advo-
cate lies, deception and manipulation. 
This group talks of negotiation oppo-
nents rather than partners, and uses psy-
chological tricks to achieve the desired 
results. But business negotiations do 
not equate with hostage-taking. As ev-
ery professional knows, such tricks only 
obscure the basic problem (“I want more 
money than you want to pay”).

“It All Comes Down to  
the Moment of Truth.”
Whichever tricks are used, and how-
ever creative the solutions, every true 
price negotiation eventually reaches 
the point where the customer says, “I 
am not going to pay that price.” As 
the supplier, you then have to decide 
whether to give in or to stick to your 
guns in the hope of calling the custom-
er’s bluff.

This decision is the 
real moment of truth. 
Choosing to follow the 
advice of the trickers 
or the treaters does not 
guarantee that your de-
cision will be the right 
one. On the contrary, 
this advice distracts 
you from what is really 
important, and tempts 
you to waste time on 
trivialities.

Your most important step toward achiev-
ing those 500,000 euros of profit is to 
examine systematically the two main ne-
gotiation drivers:

• The balance of power

• Your aspiration level for the negotiation 
outcome

Weighing up the balance of power is 
the key. Where is the customer’s price 

threshold? Does the buyer think your 
company’s performance is good enough 
(compared to the competition) to justify 
this price? What is the best alternative 
for you, and what is the best alternative 
for your negotiation partner? 

There is no way you can figure all this 
out during the negotiation. Careful 
preparation is crucial here. What’s more, 
it is important to learn from your cus-
tomer prior to the actual negotiation as 
well. You might think this should go 
without saying, but it is often forgotten 
about. You might hear remarks such as, 
“Negotiating with you is pretty easy.” 
For the buyer interview it is therefore a 
good idea to use someone who is not in 
regular contact with the key account in 
question. This ensures the necessary dis-
tance and objectivity. 

An in-depth analysis of previous nego-
tiations can deliver another perspective 
on the balance of power. In which situ-

ations was the balance of power similar? 
Which price position was successful (or 
not) in these cases? You may have more 
analogs than you think: What matters is 
that the balance of power was similar. 

The type of customer or business, or 
even size of the deal, is irrelevant: When 
Apple makes a deal with only one cell 
phone operator for its new iPhone, or 
when there’s only one umbrella seller 
on Wall Street during a sudden down-
pour, the balance of power is similar. 
In both cases, the supplier can de-
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Price Negotiations: Trick or Treat?

The “trickers,” on the other hand, 
advocate lies, deception and 
manipulation. This group talks of 
negotiation opponents rather than 
partners, and uses psychological 
tricks to achieve the desired results.
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mand—and obtain—a considerable 
price premium.

The second key negotiation driver is your 
internal aspiration level for the negotia-
tion outcome. You need to be absolutely 
sure of where your boundaries are. Oth-
erwise skillful negotiation partners will 
capitalize on your hesitancy to their own 
advantage. 

Defining your walk-away point is so in-
tuitive that it’s amazing how often this 
step is neglected. What exactly is your 
objective? Under what conditions would 
this deal become too toxic to accept? 
Clear targets and backing from senior 
management are vital. Otherwise, the 
supplier will not have the strength of 
will needed for the negotiation, and the 
other side will concede later rather than 
sooner.

Apart from these strategic negotiation 
drivers, two other points are also critical: 
the type of negotiation interaction, and 
the first offer.

“Sweet Talking Is  
a Waste of Time”
In terms of the actual interaction, prac-
tice does indeed bear out the theory that 
sweet talking (i.e., a cooperative negotia-
tion approach) is a waste of time. While 
it doesn’t hurt, it doesn’t help either. In 
contrast, being too aggressive can cause 
a great deal of damage and result in a 
breakdown of negotiations. 

A supplier that brashly claims a supe-
rior position of power provokes the other 
side to respond defiantly, even if it may 
be irrational. This is a lose-lose situation. 
Rational behavior and an exchange of 
views, on the other hand, have proved 

helpful in making negotiations more ef-
fective. 

“The First Offer Counts”
The final aspect, which is not to be un-
derestimated, is the first offer. Many 
people, including some of those self-ap-
pointed experts we mentioned earlier, 

recommend never making the opening 
offer in a price negotiation, because the 
other side then has to come clean and re-
veal how much it is willing to pay.

For typical negotiations, this is the 
wrong advice. Several studies (including 
experiments conducted by a social psy-
chologist based in Cologne, Germany—
Thomas Mussweiler) have shown that 
making a carefully positioned first offer 
can lead to considerable advantages. This 

is due to what’s called the anchoring ef-
fect: the higher the initial offer, the high-
er the final price—and vice versa. 

The anchoring effect is so powerful that 
even experienced negotiators can rarely 
evade it. It naturally works best if the 
first offer is not completely unrealistic, 

and is presented matter-of-factly with 
sound reasoning. Incidentally, the best 
counter-strategy is to try to make an ag-
gressive counter-offer.

Entertaining advice about tricking and 
treating can certainly teach us some-
thing about the right negotiation strat-
egy. But ultimately, the money is earned 
by making careful, systematic prepara-
tions that go far beyond what most com-
panies do today.

In terms of the actual interaction, practice does 
indeed bear out the theory that sweet talking (i.e., a 
cooperative negotiation approach) is a waste of time.




