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We are bad at predicting!
1 Mediocre and Extreme Issues
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Negotiators, like economists and others,
also use available information, expected
information and simply guesswork to plan
and strategise the outcome of future
events.
Taleb (2007, 35) distinguish between two
types of data; mediocre and extreme. He
makes the analogy that we can often plan
the outcome of mediocre variables with an
acceptable degree of probability.

Extreme issues could also be what was
traditionally regarded as ‘plannable’ or
‘rational’ such as ‘financial sense’, price,
penalty clauses, quality, delivery time,
projected sales, payment terms,
management changes; in fact, extreme
issues could be almost anything depending
on the kind of deal that is being negotiated.
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ecasting and in most forms of future
planning, he does propose a ‘grey solution’
by accepting that the unexpected will
occur and then hedging for the 15%
unexpected. For the remaining 85% he
proposes a conservative approach, in other
words, carefully and meticulous information
gathering and planning.

alternatives, ‘hedging systems’ and ‘different approaches’ to extreme variables.

With the above notion in mind, we (2008)
conducted a series of practical ‘experiments’; asking one group of negotiators in
training sessions to make use of one
method of planning: The method can be
called ‘traditional’ as it is based on the
‘older’ or ‘traditional method of identifying,
weighing and prioritising issues (Lewicki
and Litterer, 1985, 60, Bazerman and
Neale, 1992, 17).

The results of this ‘narrative’ experiment’
seem to head significant better results than
the ‘traditional’ approach of ranking and
prioritising issues and by using the
reasoning of Taleb.

Secondly, he asked another group to plan
according to what he calls the ‘Black Swan’
method (due to a lack of a better description).
The ‘Black Swan’ method involves that
negotiators, during preparation, list issues
and then divide them in ‘mediocre’ (the
known) and ‘extreme’ (the deal breakers
or the known unknown). Mediocre issues
(those they can predict) would in some
cases represent 90% of issues. Extreme
issues would, in rare case be as many as
20% of the issues.

The consequences of this approach was
that negotiators were seldom drawn into
conflict about non-essential issues and
focused on those issues that really matter,
resulting in significant more resolutions.
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After negotiators have divided their issues
into extreme and mediocre, we made them
plan to do ‘horse-trading’ of ‘mediocre’
issues, based on reciprocity. Negotiators
commit themselves never to turn mediocre
issues into major conflict and to exercise
extreme flexibility (because they were
mediocre anyway).
On the other hand we demanded from
negotiators to develop as many creative
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