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how to get the deal you want 

AND grow better relationships

Neuroscience for business.
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Building the foundation

Building the foundation

So many negotiations are unsatisfactory because we dive into money and 
numbers before uncovering the needs or hot buttons of the other side. 
Negotiation then becomes a battle of wills to see who can squeeze the most 
from the other side. This makes negotiation a stressful, negative experience, 
triggering the brain’s threat system. This can undermine long-term trusting 
business relationships, creating a win-lose mentality rather than win-win.

Before negotiations begin in earnest, it is essential to find out what is important 
to the other side. It is also the time for you to demonstrate real listening and ask 
questions to show that you fully understand their needs.  This will help maintain 
rapport and activate the brain’s reward circuitry, getting negotiations off to a 
healthy start.

Think for a moment about the last time you chose a builder to work on your 
house. You may have told them that price was critical, but in actual fact, there 
would have been many other factors that influenced your choice, for example, 
their reputation, trustworthiness, guarantees, quality of workmanship, personal 
recommendations etc. 

Similarly when you choose a web designer or marketing expert, price is in the 
mix, but probably not at the top. This is backed up by research by Neil Rackham 
showing that business-to-business purchasing decisions are based firstly on the 
vendor relationship, then vendor stability, followed by responsiveness. Price is 
only fourth on the list.

However when we are the seller, and the other side tells us that price is the key 
driver of the purchasing decision, it is all too easy for us to accept the statement 
at face value and offer concessions out of fear of losing the deal.

Stress and aggression – there is another way

Personal experience

for win-win negotiation

“BEFORE NEGOTIATIONS 

BEGIN IN EARNEST, IT IS 

ESSENTIAL TO FIND OUT 

WHAT IS IMPORTANT TO THE 

OTHER SIDE.”
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Asking questions and listening provides a much gentler and less hostile start to 
the negotiation. It helps to reduce the fear factor on both sides. It gives both 
parties a clear understanding of each others needs and helps to uncover the 
interests behind the position* as demonstrated by the following story:

Two sisters were fighting over an orange. After a lot of 

arguing, they took half each. One sister ate her half and 

threw away the peel. The other grated her half of the peel to 

make marmalade and threw away the flesh.
 
How many opportunities for a win-win deal are you throwing away through 
insufficient or too narrow discussion?  Next time you negotiate, make sure you 
spend a significant proportion of the time discussing the interests at play, rather 
than haggling over your position.

Reducing the fear factor

E X E R C I S E

What questions can you ask to try and identify the other 
party’s interests?

“HOW MANY OPPORTUNITIES 

FOR A WIN-WIN DEAL ARE 

YOU THROWING AWAY 

THROUGH INSUFFICIENT OR 

TOO NARROW DISCUSSION?”

*Fisher & Ury

Building the foundation
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Invisible thinking traps

Invisible thinking traps

Negotiations often occur under tense conditions with potentially a lot at stake. 
We have to think quickly and make snap decisions. 

Experience can help, but even the most seasoned negotiators can make 
fundamental errors if they are unaware of the invisible forces at play.  A 
cognitive bias is a systematic unconscious error in our thinking that has a huge 
influence on decision-making.

Without being aware of cognitive biases we are likely to remain trapped within 
their gravitational pull. However, if we are conscious of their existence we can 
use them to our advantage and be better prepared for negotiations. 

The overconfidence effect is a cognitive bias that is particularly common among 
those who negotiate on a regular basis. Social psychologist Scott Plous calls 
overconfidence the most pervasive and potentially catastrophic of all the 
cognitive biases.

It is well documented that over half of the time spent on negotiation should be 
in preparation – but very few of us actually put in this time.  Instead we think 
it’ll be alright on the night. Only when in the middle of a tricky negotiation do 
we realise we could have been better prepared.  We don’t have all the facts and 
figures in the correct formats. And if the other side rejects our first proposal, we 
don’t have a satisfactory alternative at our fingertips.

When we feel unprepared, our confidence saps away. Anxiety levels increase and 
stress takes over, releasing adrenaline and cortisol, which shuts down the part of 
the brain that governs our cognitive abilities. When this happens a negotiation 
can fall apart. Just when we really need our conscious, thinking brain, we don’t 
have it.  All because we didn’t do enough of the right preparation!

The overconfidence effect 

Preparation is the key to confidence!

PREPARE

E X E R C I S E

What one thing could you 
do to prepare better for your 

next negotiation?
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Short-term thinking

Short-term thinking

In sectors such as construction, it is common practice to have an upfront fee 
and a retention after completion of the work.  If the client asks for a reduced 
upfront fee, the contractor could ask for less retention.  This will be easier for 
the client to accept due to the temporal discounting effect!

Most of us have a bias towards short-term thinking over the long-term – this 
is known as temporal discounting. When I ask people if they would rather have 
£70 now or £100 in 3 months time, typically 80% prefer the immediate payout 
despite the smaller amount.  This is backed up by research showing that £75 
now has the same emotional value as £118 in 3-months time.  Instinctively, 
the brain favours instant rewards over long-term gain.  This is a legacy from our 
hunter-gatherer days when food for today had to be the focus. We might not 
even be around in 3 month’s time!

Like all cognitive biases, temporal discounting operates as a subconscious filter 
and plays a huge part in business negotiations.  All too often it means we focus 
on immediate monetary gain, often at the cost of healthy, long-term, win-win 
partnerships.

Sales people, for example, are often over-eager for a quick win at the expense 
of nurturing a partnership that will pay dividends in the long term.  We also 
see corporate short-termism where CEOs are answerable to the board and 
are judged on the last quarter’s figures. They are under pressure to make the 
company look good in the short term but often fail to plant seeds for long-term 
growth. Many economists argue that corporate short-termism contributed to the 
recent global recession.  Interestingly, short-termism has a cultural dimension - it 
is more prevalent in the West. In Japan, investing for a future harvest is more 
culturally acceptable.

Temporal discounting

Using temporal discounting to  

our advantage

PREPARE

E X E R C I S E

Think of a recent negotiation 
that broke down.   

How could you introduce 
tradeables with a longer 

time-frame?
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No more price concessions! 

No more price concessions! 

Let’s take an airline as an example. In years gone by you bought a ticket and that 
was that. Today, we have to consider how much hold luggage, hand baggage, 
meals, how flexible the ticket is, penalties for changes, speedy boarding, 
allocated seats, airmiles payment and redemption, loyalty points and the list 
goes on.  Airlines were forced to change their pricing strategy because of 
market pressures introduced by the low-cost flyers.  Yet many businesses I talk 
to today stick to inflexible pricing strategies and then moan that their customers 
think they are too expensive.

In the case of a one-off purchase, for example buying a car, the relationship 
element is less important than when we are dealing with a customer, supplier 
or third party over time.   In this case the relationship is just as important as the 
negotiation outcome itself. What’s at stake is future business, reputation and 
of course the ease of working together after the negotiation. The key error that 
most of us make is not spending enough time identifying our tradeables.  
As a result the relationship can suffer.

So what are tradeables?

Relationships matter

Tradeables are your secret weapon

Imagine you are selling website design services, your tradeables might be 
licence fee, training, maintenance, guarantees, hosting, periodic upgrades, 
support etc.

Being clear about exactly what you are selling puts you in a much stronger 
position if the customer demands a discount. Without tradeables you will either 
have to agree to a discount which will directly impact your bottom line, or you 
will have to say no, which risks spoiling the relationship and could even blow 
the deal.

What neuroscience says… “ALL TOO OFTEN PEOPLE 

BELIEVE THEY HAVE NO 

OPTION OTHER THAN 

TO YIELD TO PRICE 

CONCESSIONS.”

DISCUSS
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We were recently negotiating with a large corporate to roll-out a global training 
programme. Their procurement department was trying to squeeze us on price.  
We knew if we started yielding, that would be the thin end of the wedge! So 
instead, we offered them a series of pre-prepared tradeables – online follow-up, 
certification, refresher webinars. So rather than saying no to a discount (which 
would have triggered a threat response), tradeables enabled us to demonstrate 
flexibility and a willingness to work with them to arrive at a mutually beneficial 
agreement.

All too often people believe they have no option other than to yield to price 
concessions - with a certain amount of resentment or resignation.  However, 
careful consideration of your tradeables and pricing options provides a route to 
better outcomes and better relationships.

Give them options

E X E R C I S E S

What tradeables do 
you have that you don’t 

currently utilise?

How could you re-structure 
your offerings to provide 

different price points?

“THE MORE TRADABLES 

YOU HAVE THE MORE 

FLEXIBILITY YOU HAVE.”

Tradeables allow you to provide options for the other party. And neuroscience 
demonstrates that options create a sense of control which triggers the brain’s  
reward system.  Whereas being told sorry, that’s our bottom line triggers our 
threat system and impacts the relationship negatively.  In essence what we are 
trying to achieve in any negotiation is to find something that will cost you little 
that is of significant value to them, and vice versa.  Thus win-win!

No more price concessions! 



neuroscience for business
training that transforms

Page 8

Copyright © 2018 Tom Flatau All rights reserved  • www.team-working.com  

Want to negotiate better?

Want to negotiate better?

The human brain is designed to solve problems.  Imagine in our hunter-
gatherer days solving the problem: how do I find food during a harsh winter?  
This would clearly give us an evolutionary advantage. Our experience of 
pleasure from solving problems is the brain’s way of rewarding survival-based 
behaviours.

This explains why sales people are so keen to pitch their products at the 
slightest whiff of a customer problem – solving problems is highly satisfying 
because it triggers the brain’s dopamine reward system. The trouble is, it is the 
sales person that experiences the pleasure, not the customer.  In fact it could 
have an adverse effect on the customer who will likely push back (perhaps for 
no other reason than it wasn’t their idea). It is this subconscious  effect that 
gives rise to what is called a sales objection.

If pitching doesn’t work, what else can the eager sales 

person do?

The answer is to help the customer come up with the 

solution themselves. 

When someone solves their own problem they are rewarded with a release of 
dopamine in their brain, a neurotransmitter that creates positive emotions and 
satisfaction. It follows that if you are able to create positive feelings in your 
clients they are more likely to want to deal with you.

So instead of pitching, the best sales people devise a carefully crafted series 
of questions that allow clients to come up with the solution themselves. 
Good questioning will lead the customer to your offering.  Research shows 
that this approach is far more successful, and results in fewer objections than 
traditional selling.

The more you tell, the less you sell!

Shut-up and listen!

“WHEN SOMEONE SOLVES 

THEIR OWN PROBLEM THEY 

ARE REWARDED WITH A 

RELEASE OF DOPAMINE THAT 

CREATES POSITIVE EMOTIONS 

AND SATISFACTION.”

DISCUSS
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One of the hardest things for a sales person to do is bite their tongue – to 
suppress their evolutionary instinct to offer their solution. All the research 
shows that pitching early in the sales cycle has little impact on the customer, 
whereas inhibiting your urges until the prospect has reached their own 
conclusion has a high impact on the customer’s likelihood to buy. It’s no 
wonder that the most successful sales people think of selling as ‘joint problem 
solving’. They ask more questions, listen more and speak less!

Solving your client’s problems may make you feel good, but helping them solve 
their own problems makes them feel good.  If you can make them feel good, 
they will naturally want to put their business with you!

Ask more questions; speak less!

E X E R C I S E

Prepare a list of questions you could ask in your  
next negotiation

“SOLVING YOUR CLIENT’S 

PROBLEMS MAY MAKE YOU 

FEEL GOOD, BUT HELPING 

THEM SOLVE THEIR OWN 

PROBLEMS MAKES THEM 

FEEL GOOD.”

Want to negotiate better?



neuroscience for business
training that transforms

Page 10

Copyright © 2018 Tom Flatau All rights reserved  • www.team-working.com  

How to tell if they are bluffing

How to tell if they are bluffing

When people lie, activity in the conscious brain network increases. Our 
conscious brain, or prefrontal cortex, is involved in decision-making, regulating 
our thoughts, actions and social behaviours— all fundamental components of 
deception.

Dishonesty requires the conscious brain to work harder than honesty, and this 
effort is reflected by increased brain activity. Studies show people take longer 
to respond when lying.

To test if someone is bluffing during a negotiation, ask them specific, probing 
questions.  For example if they tell you they’ve had a better offer from one of 
your competitors, question them about the details of the offer, for instance 
what elements were included or excluded, etc.  If they hesitate or don’t 
answer fluently and coherently it is likely they are bluffing.

Often someone who is lying will cover their mouth with their hand, scratch 
their nose, or cough, almost as if to cover up (literally) the lies.  Also watch out 
for fidgeting or shuffling. This is caused by nervous energy and heightened 
brain activity produced by a fear of being found out.  

Repetition of words or phrases is a sign of buying time while they gather their 
thoughts or try to validate the lie to themselves.

Having observed hundreds of negotiations, it is amazing how bad people are 
at picking up signals.

Dishonesty requires the brain to 

work harder than honesty 

Calling them out!

Picking up the signals

“TO TEST IF SOMEONE 

IS BLUFFING DURING A 

NEGOTIATION, ASK THEM 

SPECIFIC, PROBING

QUESTIONS.”

DISCUSS



neuroscience for business
training that transforms

Page 11

Copyright © 2018 Tom Flatau All rights reserved  • www.team-working.com  

Negotiation is a high-pressure activity where we may feel a level of 
nervousness or anxiety. For this reason, our focus is usually on ourself rather 
than the other party.  This means that the most blatant signals from the 
other side are often missed.   One tactic could be to have a member of your 
negotiating team simply playing the role of observer so they can explicitly pick 
up on non-verbal signals.

E X E R C I S E

What questions could you ask if you suspect  
they are bluffing?

“OFTEN SOMEONE WHO IS 

LYING WILL COVER THEIR 

MOUTH WITH THEIR HAND, 

SCRATCH THEIR NOSE, OR 

COUGH, ALMOST AS IF TO 

COVER UP THE LIES.”

How to tell if they are bluffing
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Reading between the lines

Reading between the lines

The problem with bluffing is that it detracts from this ability.  If you are having 
to maintain a pretence, the increased work that is required from the conscious 
brain will mean that you’re even more likely to miss those vital signals. The 
conscious brain can only focus on one thing at a time.

Try this experiment – when you are next walking with a friend, ask them to 
count backwards from 100 in jumps of 7. You will notice their walking slows 
down or even stops.  This is because the processing power required for simple 
arithmetic means that even automatic functions like walking are impaired.  So 
you can imagine the impact of maintaining a bluff will have on your ability to 
relate to the other party in a natural way.

As business negotiation is all about building long-term mutually beneficial 
relationships, consider whether bluffing (and possibly being found out) will 
achieve these aims.

To enhance your chances of picking up signals from the other side, make sure 
you are thoroughly prepared so you can relax into the negotiation.  When in a 
relaxed, yet alert state of mind, our performance is at its optimum and we have 
the capacity to pick up subtle signs that the other side may be unconsciously 
giving out.  Our brain evolved before we had the capacity for language, so we all 
have an innate ability to pick up on body language and non-verbal cues.

The brain evolved before language existed

The down-side of bluffing

E X E R C I S E

How will you ensure that 
you and your team are fully 
prepared to read between 

the lines and pick up  
any signals?

“ OUR BRAIN EVOLVED BEFORE WE HAD THE CAPACITY FOR 

LANGUAGE, SO WE ALL HAVE AN INNATE ABILITY TO PICK 

UP ON BODY LANGUAGE AND NON-VERBAL CUES.”

DISCUSS
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Don’t show your cards too early

Want to negotiate better?

Imagine you have to go to a networking event. You are dreading it; the last 
one you went to was so boring!  However, once there, you find that it’s not so 
bad after all. In fact you make a couple of very useful connections.  How do 
you feel? Quite happy? Pleasantly surprised?

Now imagine you’re going to a good friend’s big birthday party.  There’ll be 
music, amazing food, old friends – what an evening it’ll be!  Unfortunately 
though, when you get there it doesn’t quite live up to your expectations. After 
all the hype it’s a bit of a let down. How do you feel?  Disappointment?
How strange that a networking event makes you happy and a good party 
leaves you cold!

This shows that we don’t evaluate events in isolation.  We evaluate them 
against our expectation. This also applies to negotiation.  Our brain can not 
judge a deal as good or bad in absolute terms. It can only evaluate what’s on 
offer in relative terms, relative to an expectation or reference point.

Great expectations

Understanding the danger of creating reference points is of supreme importance 
for negotiators. By specifying discounts, special offers or advantageous terms 
too early in the negotiation you are in danger of creating reference points that 
can work against you.

For example, if you offer a customer a volume discount of 20% when they 
purchase 30 units you create a reference point, or expectation. Any discount 
they manage to negotiate above 20% they’ll see as a gain and anything less 
they’ll view as a loss. Now imagine they respond, “thanks for the 20%, we’ll have 
15 units”. This puts you on the back foot. You will need to explain that for 15 
units the discount is only 10%. Had you not mentioned 20%, this would not 
have been necessary.

Don’t get too specific too early

“OUR BRAIN CAN NOT

JUDGE A DEAL IN ABSOLUTE 

TERMS. IT CAN ONLY 

EVALUATE WHAT’S ON

OFFER RELATIVE TO AN 

EXPECTATION

TEST
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However, with an expectation of a 20% discount, the risk is that they’ll fight 
to improve your offer of 10%. Even though they have changed the goalposts 
and only want 15 units, in their mind they’re losing out against your original 
reference point. A tough negotiator will see that 20% is clearly available, and 
will push for it. This can create ill-will on both sides, and sometimes even 
cause the breakdown of negotiations as each party tries to impose their 
position on the other side.

E X E R C I S E

How could you formulate an offer without getting too specific 
about what you’re prepared to give?

“IT IS NOT UNTIL THE 

TRADING PHASE,

WHEN WE HAVE A FIRM 

COMMITMENT FROM THE 

OTHER PARTY, THAT WE 

CAN GET SPECIFIC.”

Want to negotiate better?

You can avoid this trap by not getting too specific about your offer until you 
have a firm commitment and understanding of the other side’s needs.  This is 
why we have two distinct phases within the negotiation funnel.  During the 
testing phase we are vague about what we are prepared to offer, indicating 
only that a volume discount might be possible.  It is not until the trading phase 
when we have a firm commitment from the other party, that we can get specific 
about the level of discount we are prepared to offer.  This way we maintain 
our flexibility and avoid creating false expectations.  Remember it is unmet 
expectations that turn relationships sour!

Separate testing from trading
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Now add your numbers

Want to negotiate better?

Only once you have a clear understanding of the other side’s needs should 
you add the detail to your proposal. Let’s imagine the other party can only 
commit to 12 units. We can now with some certainty make a concrete 
proposal: “if you buy 12 units we could offer you a volume discount of 8.7%”.
Notice how we haven’t used a round number. 8.7% gives the impression 
that it has been carefully calculated, whereas 10% sounds rather arbitrary, 
and invites the other side to negotiate upwards; perhaps to 15%.  Whereas 
starting at 8.7% might end up at 10% if challenged.

Choosing your starting point

When making a counter proposal it is important to check for movement on all 
tradeables. Continuing with the above example, we need to respond to the 
proposal: “if you buy 12 units we could offer you a volume discount of 8.7%”.
A common counter-proposal would be: “could you give us a 10% discount?” 
This is a poor response for three reasons.

Making your counter-proposal

TRADE

• It is a closed question which lacks conviction and confidence.

• It is a round number, giving the impression that there is no 
sound basis for the 10%. 

• It only squeezes one tradeable.

A better counter-proposal would be: “If you can give me a 13% discount, I could 
consider buying 95 units.” It is important to push all tradeables to test where 
there is movement on the other side. For example, they might be flexible on 
the percentage discount, but not on the number of units (they might need to 
shift stock quickly).

Win-win negotiations are all about structuring deals that suit both sides. This 
requires a good deal of flexibility. All tradeables need to be brought into play 
to get the best fit for each party and optimising the deal.

E X E R C I S E

Using your own example, 
how could you formulate 

an offer that will push on all 
tradeables?
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Losses loom larger than gains!

Losses loom larger than gains!

Would you accept the following gamble on the toss of a coin: 

Heads you lose £100, tails you win £150?

If you’re like most people, probably not, even though the potential gain is 
greatly in your favour. How about...

Heads you lose £100, tails you win £200?

You still may not be tempted. For most people, it would take a win of about  
£300 to risk losing £100. As Nobel prize-winner Daniel Kahneman points out, 
this is because losses loom larger than gains.

In our hunter-gatherer days, human survival depended on recognising threats 
(typically large carnivorous predators). A part of our brain called the amygdala 
is our primary threat-detection centre. It alerts us to danger via a super 
highway.  

There is no equivalent super-highway for good news or opportunity such 
as food. Evolution quite understandably places a premium on survival. This 
anomaly (or cognitive bias) is known as loss aversion.  It is generally thought 
that a loss has three times the negative impact of a gain!

The toss of a coin

Why?

TRADE

THE AMYGDALA IS OUR 

PRIMARY THREAT-DETECTION 

CENTRE. IT ALERTS US 

TO DANGER VIA A SUPER 

HIGHWAY. “

“
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Losses loom larger than gains!

Loss aversion is important for a negotiator to understand. If you’re negotiating a 
price rise with a customer, you might think, we’ve only put our prices up by 5%, 
but the emotional impact felt by them will be equivalent to a 15% price hike!

Even if you are asking the other side to make a 5% concession in return for a 
5% gain in another area, they will still feel a magnified impact of the 5% loss, 
compared with the 5% gain.  So they may still experience an emotional net loss. 

Triple the impact

E X E R C I S E

How could you mitigate 
against the other side’s 

feelings of loss aversion?
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Mistakes to avoid when  

closing the deal

Mistakes to avoid when closing the deal

Two key mistakes can happen when closing the deal.  The first is lack of clarity 
and confusion.  The purpose of the closing phase is so both parties have 
the same understanding as to what has been agreed. Negotiation is only a 
means to an end, and any loose ends during negotiation will translate into 
misunderstandings when the deal is implemented.  Closed questions are a 
good way to confirm understanding.  For example, 

“can I confirm that if we give you exclusivity as our 

distributor, you’ll agree to a 5-year contract term”.

Make sure you summarise all the terms and conditions that you agree, and 
follow this up immediately with an email.  This way important details will not 
get conveniently forgotten or misinterpreted by the other side.

Dazed and confused

The second danger when closing the deal  is a tactic called nibbling.  After 
you think you’ve closed the deal, some negotiators may try and sneak in an 
additional term, for example “oh, you will pay for the insurance costs, won’t you”.  
This tactic works because you are relieved at successful closure and don’t want 
the tension of further negotiation.  You may be tempted to agree, as the line of 
least resistance.  Don’t!  

If you are on the receiving end of this tactic, the way to deal with it is to ask 
for something in return (using one of your tradeables), for example, “if you cover 
the transport costs, then we’ll consider the insurance”.  By doing this, the other 
side will think twice before nibbling again!  It follows the principle of “always get 
something in return for anything you give”.  

Beware of nibblers!

CLOSE

E X E R C I S E

What tradeables could you 
keep up your sleeve just in 
case you are nibbled at the 

closing phase?


