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Part I

The Pie
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Chapter 1

A Pizza
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Chapter 3

The Pie

Just Interest

Amount Invested Interest Rate Interest

Anju $5,000 1% $50

Bharat $20,000 2% $400

Anju & Bharat $25,000 2% $500

Amount Invested Interest Rate Interest

Bharat & Chiragh $25,000 3%  $750

Payment to Chiragh $5,000 3%  –   $150 

Money to Bharat  $600

Amount Invested Interest Rate Interest

Anju $5,000 1% $50

Bharat $20,000 2% $400

Anju & Bharat $25,000 3% $750
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Chapter 4

Two  
Negotiation  
Myths

A Bad BATNA

A’s Total = A’s BATNA + 50% Pie

= A’s BATNA + 1/2 [Total Value − (A’s BATNA + B’s BATNA)]

= 1/2 [Total Value + A’s BATNA − B’s BATNA]

Similarly

B’s Total = 1/2 [Total Value + B’s BATNA − A’s BATNA]

High- BATNA Low- BATNA

Buyer’s BATNA $10,000 $9,000

Seller’s BATNA $8,000 $7,000

Pie $2,000 $2,000

Transaction price $9,027 $8,061

Gain to Buyer $973 $939

Gain to Seller $1,027 $1,061

Split of pie 49 : 51 47 : 53
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Chapter 6

A Legal Pie

Damages

Restitution Expectation Disgorgement

Money to Alice $0 $11,500 –  $9,000  
= $2,500

$13,000 –  $9,000  
= $4,000

Money to Bob $13,000 –  $0  
=$13,000

$13,000 –  $2,500 
 = $10,500

13,000 –  $4,000  
= $9,000

Split the Pie
Gain from breaking 

contract

Money to Alice
$11,500 –  $9,000 + 50% x  

($13,000 –  $11,500)
= $2,500 + $750 = $3,250

$750 

Money to Bob $13,000 –  $3,250
= $9,750

$9,750 –  $9,000
= $750

Expected Revenue gain Six weeks of rent = $1,800

Expected Pie $1,800 –  $300 = $1,500

Payment to Landlord 50% of $1,500 + $300 = $1,050

7



No CEMA With CEMA

Purchase price $1,300,000 $1,300,000

Buyer’s Mortgage $1,000,000 $400,000

Seller’s Mortgage $600,000 $600,000
taken over

Transaction price $1,300,000 $700,000

Mortgage recording Tax $19,250 $7,200

Seller Tax $5,200 $2,800

Tax Saving $24,450 –  $10,000  
= $14,450

Chapter 7

Do You  
Have to  
Split the Pie?

CEMA
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Part II

Splitting  
the Cost
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Chapter 9

A Talmudic 
Solution
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Cost of Clippers Abel ($200 benefit) Cain ($100 benefit)

Abel pays Cain pays

$50 $25 $25

$150 $100 $50

$250 $175 $75

Clippers Cost $50 Abel benefit $200 Cain benefit $100 Total

Combined Gain if Deal $300 –  $50 
= $250

Gains if No Deal $150 $50 $200

Pie $50

Clippers Cost $150 Abel benefit $200 Cain benefit $100 Total

Combined Gains if Deal $300 –  $150  
= $150

Gains if No Deal $50 $0 $50

Pie $100
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Chapter 10

Who Pays?

An Expense Report Dilemma
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Cost of Round Trips − Cost of Triangle Route  

= ($2,486 + $1,332) − $2,818 = $1,000

Houston pays $1,332 − $500 = $832

San Francisco pays $2,486 − $500 = $1,986

Sharing a Runway
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Sharing a Ride
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Ionity

BMW KIA Total

Work  
Together*

BMW Network 
value –  (€1.4b –  

Kia payment)

€700m –   Kia 
payment

BMW Network 
value –  €700m

No Deal BMW Network 
value –   €1b €0 BMW Network 

value –  €1b

The Pie €300m

*  When they work together, the total amount paid must add up to €1.4 billion. 
BMW pays the difference between Kia’s payment and €1.4 billion.
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Part III

Complex 
Negotiations
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Chapter 14

Multi- Party 
Negotiations

The Runway Redux
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Party How Much They Pay Total

A 50% of $5m $2.50m

B 25% of $5m + 50% of $5m  $3.75m

C 25% of $5m + 50% of $5m + 100% of $5m $8.75m

Combined $15.00m

Party How Much They Pay Total

A $2.5m –  $1.25m $1.25m

B 50% of $10m $5.00m

C $2.5m + $5m + $5m –   ($1.25m + $2.5m) $8.75m

Combined $15.00m

Party BC vs. A AC vs. B AB vs. C Average
Explaining the  

Number

A $2.50m $1.25m $1.25m $1.67m = 1/3 $5m

B $3.75m $5.00m $3.75m $4.17m = 1/3 $5m + 1/2 $5m

C $8.75m $8.75m $10.00m $9.17m = 1/3 $5m + 1/2 $5m + $5m

Party How Much They Pay Total

A $2.5m –   $1.25m $1.25m

B $2.5m + $5m –  ($1.25m + $2.5m) $3.75m

C 50% of $10m + $5m $10.00m

Combined $15.00m
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Sharing a Pipeline
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Coke Honest Tea Pepsi

8¢/3 14¢/3 2¢/3

Coke Honest Tea Pepsi

2¢ 6¢ 0¢

Saving Bottle Costs Redux

C- P- H  8¢

C- H  8¢

P- H 4¢

C- P  0¢

As before, we are in scenario 2 and there are three possibilities in 
the event there is no three- way “agreement.”

2.1 Coke and Honest Tea get together with Pepsi excluded.

2.2 Pepsi and Honest Tea get together with Coke excluded.

2.3 Coke and Pepsi get together with Honest Tea excluded.

Case 2.1 

Case 2.2

Case 2.3

Under scenario 2, all three cases are equally likely. We take the 
average of the three cases:

Coke Honest Tea Pepsi

4¢ 4¢ 0¢

Coke Honest Tea Pepsi

2¢ 4¢ 2¢
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Part IV

How to 
Grow  
the Pie
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Chapter 16

Give the  
Other Side What 
They Want

Smart Trades

Gain in 2019 Model over 2020 Model

Color + Model Year – $1,500

Infotainment Value $295

Infotainment Cost – $595

Reduced Dealer Cost $1,000

Reduced Dealer Profit $2,500

Net Gain $1,700
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Chapter 17

What If the 
Parties See 
Different Pies?

Zinc- It

Package Up-front
Bonus

(if FDA approval)
Expected Values

(see discussion below)

A $25m $0 $25m : $5m

B $20m $15m $29m : $8.5m

C $20m $10m $26m : $9m

D $17m $15m $26m : $11.5m

E $12m $20m $24m : $16m

Package Expected Values The Pie 

A $25m + $5m $30m –  ($20m + $0) = $10.0m

B $29m + $8.5m $37.5m –   ($20m + $0) = $17.5m

C $26m + $9m $35m –   ($20m + $0) = $15.0m

D $26m + $11.5m $37.5m –   ($20m + $0) = $17.5m

E $24m + $16m $40m –   ($20m + $0) = $20.0m
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Plot the Options

Trade Beets for Broccoli

Bonus Gain to Hasan Gain to Zinc- It

$10m  –   $14m $29m

$20m  –   $8m $28m

$30m  –   $2m $27m

$40m $4m $26m

$50m $10m $25m

$60m $16m $24m

$70m $22m $23m

$80m $28m $22m

$90m $34m $21m

$100m $40m $20m
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Chapter 18

Making the  
Other Side’s Case

Package Up-front Bonus Expected Gains The Pie

A $25m $0 $5m + $5m $10.0m

B $20m $15m $9m + $8.5m $17.5m

C $20m $10m $6m + $9m $15.0m

D $17m $15m $6m + $11.5m $17.5m

E $12m $20m $4m + $16m $20.0m
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Part V

Negotiation 
Mechanics
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Chapter 20

Preparing  
for a  
Negotiation

The Dog Bite

North Dakota Dept. of Health flowchart, https://www.health.nd.gov/diseases 
- conditions/rabies/rabies- faqs
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Moffett Studio

29



Chapter 22

Opening Moves

Make Precise Bids
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