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The history of scholarly work in negotiation dates back to the 1960s.  During the ensuing 40 years, the research and practitioner literature has been embedded in the context of labor-management negotiations.  Both practical and research-based prescriptions were developed to assist in bargaining over issues that generally included wages, benefits, and work hours.  These types of negotiations usually were conducted in a situation where both parties vie for power and leverage.    Supply Chain Management (SCM), a fairly recent area of managerial attention, also relies heavily on negotiations.  SCM is the process of planning, implementing, and controlling the movement and storage of raw materials, information, inventory, and finished goods.  Efficient supply chains add value and facilitate on-time deliveries to customers (Chopra & Meindl, 2007). Most negotiation research and education for supply chain managers is still based on principles developed for labor situations.  While labor models are tried and proven, it is possible that a specialized model would be more effective in supply chain situations, where distribution times, core competencies, points of pain, decreasing overhead costs, and innovation are paramount to any agreement (Chopra & Meindl, 2007).   

This project started with a literature review of negotiation theory.  Before 1983, negotiations were conducted according to the distributive model, where interactions are seen as win-lose scenarios, and power games and manipulation are acceptable.  In 1983, Roger Fisher and William Ury published Getting to Yes, which popularized the integrative negotiation model, where agreements are reached through trust and communication and are based on common interests (Fisher, Ury, & Patton, 1991).  The exploration of both these philosophies lead to an analysis of their utilization in supply chains.  Often in those situations there exist considerations not important to labor negotiations.  For example, the buyer/supplier relationship has more to do with delivery times, distribution centers, and research and development issues than it does with salary and benefits (Chopra & Meindl, 2007).  Therefore, it is possible that Supply Chain Management would benefit from a model tailored to their unique needs.   

The second phase of this project consisted of benchmarking and best practice identification.  Wal-Mart, Dell Inc., and Toyota all take very different approaches to the JIT (Just-In-Time) supply chain model, and all three take very different approaches to relations and negotiations with buyers and suppliers (Fawcett, Ellram, & Ogden, 2007).  The companies were compared to identify strengths and weaknesses of different supply chain implementations, understand competitive dynamics relevant to supply chain in different industries, and recognize relevant firm-specific and managerial issues.  Organizations manage supplier relationships differently.  Organizations differ in negotiating style and substance based on their orientations towards the longevity of their relationships.  Some focus on building long-term relationships and some on short-term relationships with their suppliers. Companies willing to look at industry dynamics and consider the benefits of distributive versus integrative approaches to suppliers seem to have been more successful, from the standpoint of lowering cost and improving customer satisfaction.  

It is evident that negotiation techniques create value within the supply chain.  The benchmarking exercise resulted in several conclusions about supply chain negotiations.  First, many supply chains rely on long-term relationships between buyers and sellers (Liker & Choi, 2004).  As such, negotiators should be wary of using cutthroat (distributive) tactics to reach an agreement.  In a best-case scenario, trust would be developed over time and the course of inter-company dealings; however, typical practice involves tight control of and pressure on suppliers so that orders arrive on time, as is the case with Wal-Mart (Fawcett, Ellram, & Ogden, 2007; Ramsay, 2004).  Second, supply chains work best when their function creates value.  Integrative strategies including brainstorming alternatives will help negotiators create value within the agreement (Brodow, 2006).  Integrative approaches also assist in founding a long-term relationship.  Toyota specializes in cultivating with its suppliers strong relationships over time (Fawcett, Ellram, & Ogden, 2007).  Third, both distributive and integrative approaches have strengths, as demonstrated by Toyota, which also employs competition between suppliers and high expectations to ensure quality products (Liker & Choi, 2004).  In short, it appears that distributive techniques work well at optimizing supply chains and eliminating extraneous costs in the short-run, which creates the opportunity for long-run value creation through relationship building using integrative techniques.  These findings suggest that a patterning approach may be an optimum negotiation model for the supply chain context. This is clearly a starting point for more investigation.

The next phase of this project was to prepare for data collection from SCM practitioners in an effort to better understand the dynamics of negotiations in a supply chain context, and explore the possibility of a patterned or hybrid approach.  In order to explore avenues for future research more clearly, a previously used negotiation exercise has been modified for a SCM negotiation simulation to be conducted with practicing supply chain managers.  Observing this simulation will help to identify patterns related to the traditional labor-based negotiation approaches, and help to assess whether or not a hybrid, SCM-specific negotiation model would be useful.  A single protocol has been specialized into three protocols, one each for a distributive, integrative, and hybrid approach.  Each protocol contains cues to encourage participants toward their assigned approach.  The simulation will be conducted at the Global Supply Chain Management Executive Seminar being held at Clarkson University August 7-10th, 2007.  The intent is to obtain some basic observational data in the controlled atmosphere the Executive Seminar will provide.  This data will be used for more theory development, model building, and hypotheses generation that will allow for more precise simulation-based experiments to test the effectiveness of traditional and hybrid approaches to negotiation in a supply chain setting.  These experiments are planned for Spring 2008 with undergraduate and MBA students in Clarkson University Negotiation courses and Summer 2008 with another round of simulations at the next Global Supply Chain Executive Seminar. 
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