Negotiation and Contracts
Objectives of Contract Negotiations

The following contract negotiation techniques are good to use and know:

· Explain clearly all essential prerequisites, terms and conditions

· Goods or services to be provided are unquestionably defined

· Compensation is clearly stated: Total cost, payment schedule, financing terms

· Acknowledgement of: Effective dates, completion/termination dates, renewal dates

· Identify and address potential risks and liabilities

· Define and set reasonable expectations for this relationship currently and into the future

Negotiation Techniques

List Rank Your Priorities Along With Alternatives
As you develop your contract negotiation strategy, you may keep returning to this area to add additional items. You will not be able to negotiate effectively all areas of the contract at once. You want to be sure that what is most important to you is discussed and agreed upon before you move to less important items. In addition, you may want to refer to the least important items if you have to give up something to get your top items.

Know the Difference Between What You Need and What You Want
Review your priorities frequently throughout the contract negotiations planning process and one final time at the end. Be sure to ask the hard questions: "Is this really a priority for our company, or is it a 'nice to have'?" "Was this priority a result of some internal political jockeying, or is it for real?"

Know Your Bottom Line So You Know When to Walk Away
Is there a cost or hourly fee that your company cannot exceed? Have you come to realize that one or two of the top priorities are truly non-negotiable and you will be better to walk-away from this contract if the vendor does not agree to it? List these along with the rationale so they are not forgotten.

Define Any Time Constraints and Benchmarks
In any substantial project you will want to set performance measurement standards that you will expect from your vendor. If these are essential to your business, then you will want negotiate a fair and equitable penalty when they are not met. For example: project completion dates, delivery date for first batch of parts, start date for the service, lead times, etc.
Assess Potential Liabilities and Risks
What is the potential for something to go wrong? What if unforeseen costs are encountered? Who will be responsible if government regulations are violated? Whose insurance will cover contract workers? These are just a few of the more common questions that must be addressed in any contract.


Confidentiality, non-compete, dispute resolution, changes in requirements
These are other items that could be a potential negotiation stumbling blocks or deal closers. For example, if the vendor (or an employee) have the possibility of being exposed to confidential information, you will want to be sure a confidentiality clause is put into the contract with the liability assumed by the vendor.

Today’s Assignment

1. This exercise will show how a lot of contacts are made- through negotiation!

2. Pair up (that’s one other person with you)

3. The pair of you will receive a negotiation scenario AND what YOU want out of this negotiation (one is the client, the other the attorney)

4. I will give you about 10 minutes to read the scenario and determine what YOU want out of this negotiation and what you want the contract to say/have

5. You will then be assigned to the other client and attorney that are negotiating from the other side of this issue (for example:  endorsement deal- two sides- the athlete and the company he/she is endorsing)

6. The four of you will have about 20 minutes to come to an agreement on ALL the issues at hand.  YOU MUST COME TO A NEGOTIATION, YOU CANNOT JUST WALK AWAY! 

7. Lastly, the four or you will create an actual contract for the scenario you were given, AND all issues that are on the sheet provided to you  (I will have contract  examples for you to look at and review on my website under business law- contract examples)

8. You can write out the contract or type it on Word and put your completed contract into dropbox.  Be sure to put all four names on this contract

EXAMPLE

Basic Scenario:

Luke Haute IV and Bunny Dandridge are madly in love and have a wedding planned for next year.  However, there is the small matter of a prenuptial agreement to work out.

The Players:

Luke Haute IV:  Luke is 20 years old and is the son of Luke Haute III, the owner and founder of MacroSoft, the world’s biggest computing company.  Luke has lived a privileged life and will inherit $20 billion when he turns 25.  Despite his gigantic fortune, Luke isn’t the sharpest tool in the shed and has spent much of his young adulthood partying in clubs from Tokyo to Miami.  He did not graduate high school but obtained a GED when he was 19.  

Bunny Dandridge:  Bunny is an 18 year old heiress who considers herself an actress.  She has appeared in 9 made-for-TV movies and one direct to DVD release.  However, she still has hope that she will one day win an Oscar.  Bunny’s father was the founder of the popular fast food chain Chicken Ranch.  Sadly, his love of fried chicken has left him with a weak heart and he is in very fragile health – he has already had four heart attacks.  He is a multi-billionaire and everyone expects Bunny to inherit his entire fortune upon his death.

At Issue:

- How will the couple’s money be divided while they are married?

- What responsibilities will each person have to the other in the case of financial difficulties during the marriage?

- What will happen to each party’s money if there is a divorce?

- Are there provisions for fault in the case of a divorce?

- What happens if one of the parties cheats?  

- What happens if the couple has children? 

