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The Promise and Perils of
Numbers in Negotiation
and Mediation

By Jennifer K. Robbennolt

umbers arise in myriad ways in negotiation and

mediation. Offers and demands almost always

include numbers: dollar amounts, interest
rates, inflation figures, or percentages. Agreements
(and alternatives to them) are often framed in similar
terms. Even parties’ aspirations, bottom lines, and
thoughts about a deal’s fairness are usually expressed
in numerical terms.

Numbers are clearly useful for negotiators and
neutrals in crafting options, evaluating proposals,
and generating persuasive arguments. But numbers
also present challenges, potential problems so
big that wise mediators and negotiators will think
carefully about how to make the most of numbers’
promise without falling prey to their perils.
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The Promise of Numbers

Numbers can be illuminating and compelling.
Negotiators (and mediators) invariably make pre-
dictions about the likelihood of future outcomes,
outcomes such as a court’s ruling on a motion, win-
ning or losing in court, consummation of a deal, and
so on. These likelihoods are commonly expressed
numerically in terms of probabilities. Potential
outcomes, such as a damage award, the value of a
deal, or the value of stock options, are also often
quantified. And the expected value of a particular
outcome is formulated as a mathematical function of
its likelihood and magnitude.

Transaction costs such as lawyers' fees, the dollar
value of delays, or the costs associated with going
to mediation are often put in numerical terms.
Negotiations, deals, or settlements that unfold over
time often involve numbers associated with time,
including the time value of money, inflation, interest
rates, and risk assessments. The substance of the
negotiation will determine the relevance of particular
numbers. Medical cases, for example, might involve
quantitative information about prognosis, chances
of recovery, efficacy of treatment, likelihood of side
effects, and more; employment cases may turn on
statistical analysis of discrimination; and numbers
about market share might be central to a case involv-
ing antitrust.

Persuasion and problem-solving may involve
numerical arguments. Negotiators may seek (and
mediators may recommend looking to) objective
quantitative information. They might consider an
appraisal; some set of comparables (other products,
verdicts in similar cases, the salary offered to another
job candidate); safety or environmental standards;
engineering specifications; or data about replacement



costs, “blue-book” values, market price, or deprecia-
tion. How many neutrals, after helping parties negoti-
ate away most of their differences and edge close to
agreement, have urged the parties to step back, look
at the small numbers gap that divides them, and “split
the difference?”’

All of these numbers can be useful decision-
making tools. Getting hard data about a matter in
dispute may reduce ambiguity and, potentially, the
bargaining range. Focusing on numerical information
may help negotiators resist common biases in judg-
ment, such as overreliance on a general impression
of how well an example fits a particular category —
its representativeness — or on anecdotes that may
or may not be characteristic of a broader pattern.?
Numbers can create focal points, salient reference
points that can facilitate settlement.* Numbers might
be used to “calibrate” the information that is being
provided to the negotiator. For example, to calibrate
the information that different real estate agents are
giving you about the value of your home, you might
ask them to provide information about the original
listing prices and final selling prices of the last 10
houses they sold.*

The Perils of Numbers

Dealing with numbers can be difficult for many
negotiators and mediators. As psychologist Ellen
Peters has pointed out, “numbers can be difficult
to evaluate because they are abstract symbols, and
context changes their good/bad meaning ...." She
notes the wildly varied interpretations we can give
one number in three different instances: 9 degrees
Fahrenheit, $9 billion, and a 9% chance of a tsunami.’
Working with numbers (such as dollar amounts) that
fall on an unbounded scale can be especially difficult.

Even choosing which numbers to entertain can be
fraught. The confirmation bias is a tendency to look
for, pay attention to, and more readily accept infor-
mation (including numbers) that confirms an existing
belief or preference while disregarding information
that is less congenial.® And when the information
is amenable to differing interpretations, it is likely
to be interpreted differently by different parties to
the negotiation in ways that are conducive to their
respective positions and in ways that can even cause
greater disagreement.’

It'can be difficult to sort out where
particular numbers come from, their
validity and reliability, and what other

potentially important numbers are not
part of the conversation.

In addition, many numbers in negotiation do not
come out of thin air. Someone has made a decision
about how to measure a particular concept, how
to collect the data, what comparisons to make or
highlight, and how to present the data.® Describing,
for example, the “average” house price in a particular
neighborhood using a mean (what many people think
of as an “average") or a median (the middle value)
might convey different information. Imagine a neigh-
borhood with a large number of relatively modest
houses but a few disproportionately expensive ones.
Those expensive houses will result in a higher mean,
as compared to the more typical, lower, median home
value. It can be difficult to sort out where particular
numbers come from, their validity and reliability, and
what other potentially important numbers are not part
of the conversation.

One of the most discussed ways in which numbers
can distort decision-making is how our numerical
judgments can be influenced, or anchored, by other
numbers that are at the front of our minds. Available
numbers can provide benchmarks for our estimates
even when they are irrelevant to the judgment or esti-
mation task at hand. In one classic study, for example,
people’s estimates of the number of African countries
in the United Nations were influenced by a number
generated by spinning a wheel of fortune.” In negotia-
tion, judgments can be influenced by initial offers or
demands, negotiator aspirations or reservation prices,
information (accurate or not) about other cases, and
constraints such as insurance policy limits or statutory
damage caps.™

Another commonly described distortion is the
effect of framing a choice as a loss or a gain.
Specifically, people tend to be risk-averse toward
moderate- to high-probability gains but risk-seeking
toward moderate- to high-probability losses. Thus the
same numerical information, presented differently, can
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result in strikingly different decisions.! Imagine the
following situations:

* You are a plaintiff in a lawsuit. You have been
offered $48,000 to settle. You (or your attorney)
estimate that at trial you have a 50% chance of
winning $100,000 and a 50% chance of receiving
nothing.

* You are a defendant in a lawsuit. You can settle
the case for $48,000. You (or your lawyer)
estimate that at trial you have a 50% chance of
losing and paying $100,000 and a 50% chance of
winning and paying nothing.

In each case, would you choose to settle or go to
trial? Most people would accept the settlement in the
first case (choosing the certain gain of $48,000 rather
than gambling on a gain of $100,000). In contrast,
most people would opt to go trial in the second
example (choosing to risk paying $100,000 rather than
the definite loss of $48,000)."2

A variety of additional phenomena can also make
working with numbers challenging. For example, as
Gary Belsky and Thomas Gilovich point out in Why
Smart People Make Big Money Mistakes — and How
to Correct Them, we have a tendency to “categorize
and treat money differently depending on where it
comes from, where it is kept, or how it is spent,” a
quirk of mental accounting that means that different
dollars are treated as having different values. Thus
we tend to think of and spend differently a $100 gift,
a $100 tax refund, $100 in salary, or $100 in “house
money” at a casino."

People also have difficulty understanding the
effects of inflation and compounding interest. The
money illusion involves confusing dollars with buy-
ing power. In addition, bigness bias inclines us to
focus our attention on big numbers to the neglect of
smaller ones, even though small losses or gains can
become substantial when they add up over time. To
see the problem, consider two identical investors who
contribute $50 a month to a mutual fund that earns
10% per year. The first began contributing at age
21 and contributed for 8 years, investing $4,800; the
other started contributing at age 29 and continued
for 37 years, investing $22,200. Which investor would
you expect to have more money in the investment
account at age 65? One might be tempted to think
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[Als Gary Belsky and Thomas
Gilovich point out in Why Smart
People Make Big Money Mistakes —
and How to Correct Them, we have
a tendency to “categorize and treat
money differently depending on
where it comes from, where it is
kept, or how it is spent,” a quirk of
mental accounting that means that
different dollars are treated as
having different values.

that the investor who contributed $22,200 (and now
has $217,830) would have more money in the account
at age 65 than the other investor would at the same
age. But it turns out that the first investor, whose total
contributions were much smaller but had more time to
grow, will have accumulated more money ($256,650)
than the investor who contributed more but whose
contributions had less time to grow.™

The precision of a number also has an effect on
how it is perceived and used. For example, there is a
tendency to perceive round numbers as being bigger
than precise numbers of approximately the same
magnitude.’ In addition, researchers have found
that more precise first offers tend to be perceived as
better reasoned and act as more “potent” anchors
than do round numbers of similar size.’® And there is
a tendency to be more influenced by the left-hand
digits in a number than by the numbers on the right
side, a finding that helps explain why $.99 pricing is

so common."’

Numeracy

All of this is complicated by the fact that people,
even highly educated people, differ in their level of
understanding of and comfort with numbers, a con-
struct known as numeracy.'® Highly numerate people
understand and tend to use numbers and numerical
concepts (such as number lines, measurement, time,
mathematical calculations, size comparison, and
ratios such as fractions or percentages) to facilitate



decision-making. Those higher in numeracy may get
a richer “gist” from numerical information than those
lower in numeracy, and they are more inclined to
seek out numerical information, tend to think more
critically about numbers and their validity, and are
likely to draw more accurate affective meaning from
numerical data."

In contrast, those who are less numerate experi-
ence less comfort with numbers, are more trusting of
information that is presented in a verbal or narrative
format than they are of information that is presented
via numbers, and are more likely to be influenced by
non-numerical information such as mood or emotion.
Low numeracy can make people more vulnerable to
psychological heuristics and is, not surprisingly then,
associated with various biases in how risks and ben-
efits are perceived.?

Thus people with differing degrees of numeracy
may prefer and pay attention to different kinds of
information and use or interpret the same numerical
information differently. In addition, there is evidence
that people who are lower in numeracy are less likely

than those high in numeracy to desire more shared
decision-making, exhibiting more comfort with a more
passive role instead.”

Dealing with Numbers

Given the benefits and perils of numbers, the chal-
lenge for negotiators and mediators is to make good
use of numbers without falling prey to their pitfalls.
To this end, negotiators and mediators would be well
served to have basic training in how to work with
numbers, paying particular attention to where num-
bers come from: How were concepts defined? How
were the numbers generated? Are there alternative
numbers that might also be useful??

Broadening the range of information on which
to focus can help blunt the distorting influence of
particular anchor points or frames. For example,
experimental data suggests that focusing on other
numbers — such as the negotiator’'s own goals, the
counterpart's reservation price, or the counterpart’s
alternatives — can moderate the anchoring effect
of a first offer.Z Similarly, negotiators can consider
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INlegotiators and mediators would
be well served to have basic training
in how to work with numbers, paying
particular attention to where numbers

come from: How were concepts

defined? How were the numbers

generated? Are there alternative
numbers that might also be useful?

numerical information in different frames or with dif-
ferent degrees of precision.

Mediators or other advisors can also help ensure
that useful numbers are considered by negotiators
and take steps to help to make numbers manageable
for negotiators, recognizing that individuals will come
to the numbers with differing levels of numeracy.
Drawing focus to the most important data, order-
ing or framing the data in useful ways, suggesting
useful comparisons, tailoring complexity to level of
numeracy, and combining numbers with descriptive
labels may reduce the cognitive demands of numeri-
cal information, aid comprehension, and facilitate the
effective use of numbers. Asking questions about the
sources, validity, and reliability of numbers, as well as
the degree of uncertainty associated with them, can
help negotiators realistically assess them. Augmenting
numerical information with appropriate visual repre-
sentations of the data, including graphs or tables, can
also be helpful, but it is important to pay attention
to the ways different presentations can influence
understanding.?

Because numbers can facilitate agreement by
providing objective parameters for deals, helping
negotiators resist certain kinds of judgment errors,
and providing focal points for discussion, negotiators
and neutrals would do well to think about the ways in
which numerical information can be introduced into
negotiations and mediation sessions. But negotiators
and mediators must also take steps to make sure that
they deal with numerical information appropriately,
using it in ways that enhance decision-making rather
than allowing it to derail the negotiation, feed into
judgment biases, or be misused in other ways.
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Understanding what numbers might be useful in a
negotiation, where those numbers come from, and
how to present numbers in effective ways is crucial for
any effective negotiator or mediator. H
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