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DISCLAIMER

CAUTIONARY NOTICE REGARDING CONTENTS, FORWARD-LOOKING STATEMENTS, AND DISCLAIMER

+

The information contained in this presentation has been prepared purely as guide for educational
and information sharing purposes.

It aims to provide insights using excerpts and case examples from various sources. It cannot be
replicated or sold without the expressed permission of the presenter.

The contents, plus any presentations made to date are subject to updating, completion, revision,
further verification, and amendment without notice.

Interpretation and generalisation of this purposive research must take into account the population
sample used in the study.

To the best of the presenterds knowledge and belief,
is in accordance with the facts of the research, and does not omit anything likely to affect the
import of such information.

All rights reserved. Copyright.
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| am an

+ PAN AFRICANIST

who ORIGINATES from a part of the continent called

+ GHANA

and currently RESIDING in another part of the continent called

+ SOUTH AFRICA!
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« REFLECTION

A Wh i pulslit and private sector executives and policy makers in selected countries and regions
NEGOTIATE for long term economic development and wealth creation for their future
generations, our policy makers and C -SUITE executives are generally BARGAINING for short
term financial gain and not perpetual we
Professor Douglas Boateng --- Zimbabwe 2015
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P IFIC INDUSTRIAL RESEARCH
G

QUASI ACADEMIC AND INDUSTRIAL RELEVANCE

Gauging director level perceptivities on aspects supply chain management to assist in solving vertical specific
industrial SCM related challenges

A

POPULATION SAMPLE 0
0 Independent purposively selected global organisations (public private and government departments)
0o C-Suite executives
o Directors, Chief Directors and Director Generals

‘ SCIENTIFIC RESEARCH CRITERIA
0 Generalisability, Testability, Objectivity, Purposiveness, Parsimony
0 Reliability ,Replicability, Rigor, Precision and confidence
0 Industrial significance
0 Academic and scholastic relevance

Purposive action research to date has been fully funded
by PanAvest and Prof Boateng.
Presentation i s based on sur

se | e c tomahisdtionso ! * *
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POPULATION

SAMPLE PROFILE

2009 2011 2013 Average
Sample size 60 65 67 64
Responses 47 53 50 50
Non response 13 12 17 14
Response rate 78.3% 81.5% 74.6% 78.2%

GEOGRAPHICAL SPREAD
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% SPREAD

local Continental European Americas
2009 23.4% 38.3% 21.3% 17.0%
H2011 24.5% 39.6% 17.0% 18.9%
H2013 26.0% 38.0% 20.0% 16.0%

REVENUES/SPEND OF ORGANISATIONS RANGED BETWEEN $20M AND $400 BILLION USD**.
PARTICIPATING ORGANISATIONS IN ACTION AND PURPOSIVE RESEARCH INCLUDED FORTUNE
1000 COMPANIES, FTSE 250, JSE 100 COMPANIES, STATE OWNED ENTITIES, GOVERNMENT
DEPARTMENTS, ETC.

**2012-2013 FOR THE PURPOSES OF THIS PRESENTATION ORGANISATIONS FROM INDIA
JAPAN, AUSTRALIA, CHINA, AND KOREA WERE MAINLY INCLUDED IN EUROPE; BRAZIL AND CANADA IN THE AMERICAS; MIDDLE EAST IN CONTINENTAL



INDUSTRIES

VERTICALS AND SECTORS
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Manufacturing Mining and Services Food and Governmentand  Agriculture S?jglslm(s:haar;n
/Production Resources Beverage SOC/SOE processing PPl
management
2009 19.1% 8.5% 14.9% 8.5% 25.5% 6.4% 17.0%
142011 20.8% 9.4% 17.0% 9.4% 24.5% 5.7% 13.2%
H2013 22.0% 10.0% 12.0% 10.0% 22.0% 8.0% 16.0%

GOVERNMENT AND STATE OWNED ENTITIES FOLLOWED BY MANUFACTURING
AND PRODUCTION HAVE THE LARGEST ORGANISATIONAL REPRESENTATIONS.



RESPONDENT

PROFILES

80.0%

70.0%
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20.0%

10.0% .
0.0% N = T
CEO/ Chief Directors CFO/ Finance Director COO/ Operations Director
22009 10.6% 29.8% 14.9%
12011 7.5% 20.8% 7.5%

®2013 8.0% —>» 16.0% 6.0% *

OTHER
44.7%
64.2%
70.0%



RESPONDENT

PROFESSIONAL BODY AFFILIATIONS

120.0%
100.0%
% 80.0%
& 60.0%
n
X 40.0%
20.0%
0.0%
FELLOWS | MEMBERS FELLOWS | MEMBERS FELLOWS | MEMBERS
2009 2011 2013
= |nstitute of operations management 25.0% 75.0% 66.7% 33.3% 66.7% 33.3%
m Chartered Institute of Purchasing and Supply 57.1% 42.9% 37.5% 62.5% 60.0% 40.0%
=Chartered Institute of Logistics and Transport 44.4% 55.6% 33.3% 66.7% 75.0% 25.0%
m Association of Chartered Certified Accountants 23.1% 76.9% 43.8% 56.3% 53.3% 46.7%
= Chartered Institute of Management Accountants 77.8% 22.2% 42.9% 57.1% 66.7% 33.3%
= |nstitute of Directors 33.3% 66.7% 66.7% 33.3% 50.0% 50.0%
= Chartered Management Institute 100.0% 0.0% 50.0% 50.0% 100.0% 0.0%
= Other( incl CIM) 100.0% 0.0% 100.0% 0.0% 75.0% 25.0%
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INTRODUCTION TO SUPPLY CHAIN NEGOTIATIONS

NEGOTIATION - WHAT IS IT?

A Two or more parties (or individuals) engaging on matters of mutual interest, to agree on a way forward.

A Other definitions:

o Interaction between individuals acting either for themselves or as representatives of organised
gr oups ddkxploratory and serve to formulate and delineate areas of agreement or contention

(Nierenberg, 1968, pp. 2-3).
o Adialogue between two or more parties working towards making an agreement (Dignall, 2014, p.6 ).

o Two or more representatives or parties interacting in an explicit attempt to reach a jointly acceptable
position on one or more divisive issues about which they would like to agree (Lysons and Farrington,

2012, p.527).

SIMPLY ABOUT
CTIVELY ENGAGING
U

TUAL BENEFIT!
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1T OUTPUT FROM A CAREFULLY PLANNED NEGOTIATION

AN AGREEMENT - WHAT IS IT?

A An agreement is a negotiated (Boateng, 2013).

A As a general rule, agreements may because they are not formal
contracts. However, they can sometimes be used in legal cases if there is a dispute on
specificities.

1. AN AGREE
THE NEGOT

2. ANOTHER
NEGOTIATIONS




POTENTIAL FINAL OUTPUT FROM A CAREFULLY
PLANNED NEGOTIATION?

A CONTRACT - WHAT IS IT?

A contract is an arrangement entered into voluntarily by two or more parties with the intention of
creating a legal obligation, which may have elements in writing, though contracts can be made orally.

It is pieced together to supposedly help legally enforce relationship specificities (Agreement).

The remedy for breach of contract can be "damages," or compensation of
money. In equity, the remedy can be specific performance of the contract,
or an injunction. By definition a contract already assumes that there could
be a problem, hencet hey are craftedé
L For parties to honour agreed relationship specificities
L To protect the parties
L To be a warning to be careful or else!
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AGREEMENTS VERSUS CONTRACTS

WHAT IS THE DIFFERENCE?

Although a binding CONTRACT can (and often does) result from an AGREEMENT, an agreement
typically documents the give-and-take of negotiated terms (RELATIONSHIP SPECIFICITIES), while

a contract details both the relationship specificities and the permissible acceptable terms and conditions
(normally in the form of a legally binding document ).

coNTRAcT

TERMS OF AGREEMENT
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SUMMARY

THREE DIFFERENT CONCEPTS

NEGOTIATION
A means to understand each others needs and requirements through engagement

(Face-to-face, electronic, or other).

AGREEMENT
Output from negotiations.
Negotiated understanding between two or more parties.
Details the specificities of the relationship.

CONTRACT
Binding document to protect interests - just in case something goes wrong.

A means to legally solidify an agreement.

TH CAREFULLY NEG

REEMENTS (SPECIF
GALLY CRAFTED CONT

(SUBJECT TO TRUST AND JUR
MAY NOT BE NECESSA
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SUMMARY

THE SCHEMATIC LINK BETWEEN THE THREE CONCEPTIONS

NEED identification

Purposive :
Research ENGAGE via

Findings INEGOTIATIONS O

Settle on relationship
specificities
FAGREEMENT O

Determine the
specificities for the
NEED

PREPARE &
PLAN for the
Negotiations

Draw up legally binding
relationship terms

fCONTRACTO

Search for a
partner/provider to
deliver the specificities

Undertake own
independent research
on potential/existing
partners to ascertain
capabilities

Implement & monitor
specificities and
relationship terms



SUMMARY

PREPARING AND PLANNING FOR EFFECTIVE NEGOTIATIONS

|

negotiation run
with the TEAM

L

Review strategy
and action plan
with TEAM

Detail the
negotiation

ACTION PLAN

and TACTICS

with the TEAM

Plan negsetia

strategy, ;

including location,

spokesperson on
issues, etc.

Develop specific
negotiation
objectives

APPOINT A
LEAD

NEGOTIATOR

timing, i

] issues and

e=1pp01r|1(tement of positions for
Y] BOTH SIDES

Assemble
relevant and
value adding

related to the
strengths and
weaknesses of
BOTH SIDES
ith the TEAM
Establish
potential KEY

Research and
gather
information on

YOUR
rganisation and
the supplier

FOR WIN-WIN
NEGOTIATIONS
ALL PARTIES
MUST BE ON
THE SAME
PAGE FROM
THE OUTSET!




CONT.

The lead negotiator in conjunction with the TEAM must:

Have clear objectives.

Spend more time on the research and planning aspects of the negotiation.
Undertake some research on the potential supplier.

Have knowledge about the strengths and weaknesses of both sides.

o O O O

YOUR own requirements
SUPPLIER requirements
YOUR own capabilities
SUPPLIER capabilities

Local
Regional
International




I BARGAINING VS NEGOTIATIONS

BARGAINING

A Focuss generally on price

A Focuson short term price gain

A Win-losetype of engagement

A Leadto long term businesidustrial andsocietal pain

A Bargainingneans engaging from a position of weakness

A Bargainings about wining and not necessarily about the
onsequences of wining !




BARGAINING VS NEGOTIATIONS

BARGAINERS

Psychologicalisadvantage in engagements
2 | yi aora S RPaRReapeprice
Productor servicequality not the prime focus
Assumegou are already poor and cannot afford BEGGING !!
Lessconfident people
Pricechislers
Generallynot knowledgeableabout what they can get or what they have
Notwell informed

Shortterm driven

Win-losehunters

BARGAINERS ARE GENERALLY

To To Do o Do Do To Do Do Do

African Governments, Policynakers and Executives generally tend bargain:
A Underestimatethe value of what they have

A Focus orshort term price gain

A Satisfyshort term demands obusinesssociety andshareholders




I BARGAINING VS NEGOTIATIONS

NEGOTIATION
A Engagingn equal terms for mutual benefit

A Not aboutwinning. Ratheit is aboutthe benefits
to be gained

A Focuss on winwin valuecreation and longerm
gain

A NEGOTIATORGenerally engagéom a position
of knowing the intrinsic value of what they have
__ and what value they wardut of a relationship

Final Pricdor the good or service might even go ug



BARGAINING VS NEGOTIATIONS

NEGOTIATOFRste generally
confident people
Knowledgeable
Well informed
Longterm driven
Win-win engagers
Strategic
Prepared to walk away from a deal if not in the long term interest of the parties

The developeadvorld and selected countries in the Asia (including China ) negotiate faQhNG
TERM BENEFIT OF THE ORGANIZATION, COUNTRY AND REGION

Duringnegotiations
Priceis not the most important,Ratherit is the potential value to be created for each party to
the negotiations

Price is generally not the end game for Negotiations
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PERFORMANCE,

NEGOTIATIONS ARE

.y

INTEGRAL TO VALUE CHAIN

PRODUCT, AND SERVICE QUALITY

o

b,
80.0% ;
.
70.0% :
60.0%
50.0%
Qo
5 40.0%
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30.0%
20.0%
10.0%
0.0% R _
Strongly Agree Agree Disagree Strongly Disagree
2009 . 63.8% 21.3% 6.4% 8.5%
2011 69.8% 20.8% 3.8% 5.7%
L2013 76.0% 20.0% 2.0% 2.0%
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IN MY ORGANISATION,
CONTRACTS AS TECHNICALLY THE SAME THING

WE VIEW AGREEMENTS AND

Axis Title

45.0%

40.0%

35.0%

30.0%
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10.0%
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0.0%

== Strongly Agree

Agree

Disagree

Strongly Disagree

i 2009

42.6%

29.8%

19.1%

8.5%

2011

26.4%

32.1%

11.3%

12013

22.0%

24.0%

14.0%




