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On making the first offer

Negotiation
strategies
M Raphael E. Lapin

A strategic question that is often asked
when it comes to negotiation is: should you
make the first offer or wait for the other party
to put their offer on the table first?

I have heard different opinions from vari-
ous negotiation theorists. There are those who
suggest that it is better to wait for the other
party to put forward their offer first. This,
they argue, will give you a sense of where the
lower end of their zone of possible agreement
may lie and from which you can then work
upwards.

These theorists also suggest that the “ap-
propriate” response to their offer should be an
obvious and highly exaggerated flinch there-
by clearly indicating how “crazy” they are for
even considering such an offer. The hope is
that the all-powerful flinch will immediately
shift them away from their initial position and
closer to where you want to them to be.

This approach is one that is based on tricks
and tactics as opposed to an authentic one,
and therefore one that I do not advocate. My
reasoning is that an approach that is based on
tricks and tactics will inevitably erode trust
and damage the relationship. This may be ac-
ceptable in simple one-off negotiations such
as those between a fishmonger and a house-
wife where trust and relationship is not an is-
sue. However, in more sophisticated business
or diplomatic negotiations this can be costly.

Then there are other theorists who suggest
that making the first offer gives you an advan-
tage in the negotiations. They argue that by
making the first offer you are able to “anchor”
their perception of reality thereby establish-
ing a lower frame of reference for them.

As an example, if you are buying a home
and you open with an extremely low offer,
this, the theory goes, will influence their per-
ception of how high they can go. They will
be anchored in your low offer range and will
therefore be less likely to put out an extremely
high offer for fear of it being unrealistic. This
anchoring supposedly, will limit the extent of
the other side’s demand.

‘If the other side presents
its offer first, more effective than
the flinch tactic is to ask them to
justify their effort.’

Although, in theory this might ring true, we
have however done various “experiments” in
our negotiation clinics and workshops and
have found that no matter what anchoring
techniques we used, it did not influence or
limit the other side’s position any more then
without these techniques. The results con-
vinced us that in the real world this does not
typically work.

So if allowing the other side to make the
first offer in conjunction with the “flinch” is
trick and tactic based, and anchoring the other
party by making the first offer doesn’t work,
then what is the best strategy?

We have found that making the first offer
will be effective in anchoring the other side’s
frame of reference, but with a crucial caveat.
That is that when you propose the first offer it
is not merely arbitrary, but one that you sup-
port with a compelling justification that the

offer is reasonable. The offer should be the
best possible that you can justify. This justi-
fication should be based on some objective
standard which is independent of either side’s
self-interest. In our earlier example about
buying a home, you might justify your offer
by saying:

“In deciding what we should offer, we took
a look at some neighboring sales and based on
three sales of homes similar to this one in the
past three months, the average came to $1.2
million.” Because you have now justified
your offer quite compellingly as being rea-
sonable, it is far more likely that their frame
of reference and their perception of how high
they can go will be altered and limited. You
have also tacitly “put the ball in their court”
to justify any offer that they may put forth
too. Another benefit of a good justification is
that you have neutralized the “flinch” tactic
because although they can flinch at an arbi-
trary number, they can’t flinch at a compel-
ling justification without explaining why the
justification is not valid.

Similarly, if you are in a situation where
they have presented their offer first, more ef-
fective than the “flinch” tactic, is to ask them
to justify their offer. You might say:

“Please help me understand on what basis
you find that offer to be a fair one?” and wait
patiently for their response.

Using justification is one more technique
that you can add to your negotiation reper-
toire. It will help to make you a more confi-
dent, effective and respected negotiator.
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