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As Online Negotiation Events have been around for at least 15 years now, we believe the
timing is right to dispel some of the many myths that this approach has garnered. This guide
highlights some of the more common beliefs and opinions that we have encountered and
offers an alternative viewpoint on why they may no longer apply.
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1. Myths

1.1 You need a third party to manage the process and Event

1.2 Online Negotiations damage relationships

1.3 Online Negotiations are only focused on price

1.4 Online Negotiations are only suitable for non-complex categories

1.5 Service levels will suffer as a result of an Online Negotiation

1.6 Online Negotiations put suppliers out of business

1.7 Online Negotiations are unfair to participants

1.8 Online Negotiations are unfair to incumbents.

1.9 Hosts just use Online Negotiations as a quick alternative

1.10 Online Negotiations open the gate for unqualified participants

1.11 Participants will refuse to engage with the Event
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1. Myths

1.1 You need a third party to manage the process and Event
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This might have been true when Online Negotiations first came onto the scene but now experience has spread
through companies, organizations and supply markets alike. Also with Market Dojo we have encapsulated the
best practice processes in the software supported by professional guides. The software has been developed
around efficiency and minimizing resource required. It should not be forgotten though that this process will
require time to create a detailed specification, find the right participants and bring them on board. The Event
is only a negotiation tool and the process may require more time than would be required in the build up to a
standard negotiation as all details need to be definitively tied down. The efficiency in the actual Online
Negotiation is where the time is saved to obtain a better result. )
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1.2 Online Negotiations damage relationships

Events themselves don’t damage relationship. They are a tool to be used at the most appropriate juncture.
In fact Events can give participants much more feedback than they would normally gain from a standard
negotiation. It is when inadequate resource or attention is given to the process that leads to Online
Negotiations being seen in a bad light. If best practice is followed, with efficient communication and
participation management, then all parties involved gain a better understanding of requirements. In
particular participants gain a greater understanding of sourcing decisions. This can lead to a stronger
relationship, whereby the final chosen participant can immediately commit to a comprehensive contract
driven by the clarity and detail of the Event specifications. If due thought has gone into the Event then details
valuable to the participant such as value engineering opportunities would have been considered. Similarly
the Host should have a better understanding and visibility of the key cost drivers.
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1.3 Online Negotiations are only focused on price

This is a common misconception and is created by only considering the final negotiation. In fact most of the
work is upfront, with the Online Negotiation only taking up a small fraction of the whole process time. Best
practice dictates that time and resource must be spent in making sure the specifications and expected service
levels are correct and that only participants who have a realistic chance of winning and can meet those
requirements are involved. This means that even though the final Event looks at price, 90% of the process has
been geared towards making sure all the other prerequisites are correct so everyone involved is quoting like
for like. Many Online Negotiations are decided through Host's choice and involve a face-to-face meeting after
the Event with the leading participants.

. /
-

1.4 Online Negotiations are only suitable for non-complex categories )

Online Events can work for almost any commodity or service. Some might say if you can define it and if you
have sufficient numbers bidding then it can be a success. This is possibly an over-simplification but the general
|| concept holds. One must ensure that participants are bidding like-for-like. For more complex categories,
more time and resource is required to ensure this is the situation. Maybe an initial Request for Proposal or
pre-analysis of the market is required to gain a better understanding of how to structure your Event. If in the
end you find you can’t define the category or service suitably, then a different negotiation method should be
\sought instead of forcing an event which does not yield the maximum benefit. )
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1.5 Service levels will suffer as a result of an Online Negotiation

Simply put if time has been spent ensuring that the service levels are properly defined and that all participants
can meet them, then this is not an issue.
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1. Myths Continued
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1.6 Online Negotiations put suppliers out of business

Hosts cannot be responsible for the decisions of the participants. An Online Negotiation is no different from
being round a table and the participants, as well as the Host, must act with integrity. If a participant reduces
their margins and put their business at risk then this is no fault of the Online Negotiation but is due to neglect
on the side of the participant. However, we understand that an Online Negotiation can be dynamic and
— participants can get caught up in the very nature of a Events mechanics but at Market Dojo we firmly
encourage the participants to examine their margins very carefully before any negotiation to avoid difficulties
later on.

It has actually been proven that Online Negotiations actually help to improve margins for suppliers as it
encourages them to look at their ‘fat’ within the organisation and become more streamlined. Participants
should remember that it is the Host's job to secure the best bids and outcome for their organisation.
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1.7 Online Negotiations are unfair to participants

As the whole process is geared towards a final negotiation on like-for-like terms, more effort is required by the
Host to ensure that all the specifications are tied down, more so than if it was ending in a face-to-face
— 1 discussion. Thus, more than likely, there is increased transparency in the specifications, process and how the
final award will be made than a more traditional approach, plus the participants gain more feedback. Any
pertinent questions that arise during the process from the participants will be made available for all to see,
\thereby eliminating unfair competition.

(" 1.8 Online Negotiations are unfair to incumbents.

Market Dojo advises that any Host embarking on an Online Negotiation should be open, honest and upfront
|| with any incumbents. This is quite simply best practice and should be reciprocated by the incumbents. Also
incumbents are more familiar with the opportunity at hand and future opportunities that may arise. Thus
they will be a strong position which is also combined with other advantages such as switching costs, which the
other participants have to examine and take into account.
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Quite the opposite in reality and Market Dojo strongly advocates that the process is given the full attention it
deserves. Online Negotiation Events deviate only slightly from traditional procurement methods. Similar to
traditional models, Online Negotiation Events require careful consideration and documentation of
specifications, thorough market research of the product or service being negotiated and qualification of all
—| participants through a rigorous evaluation process in order to be successful. However, the documentation
and process must ensure that all participants are bidding like-for-like, since the final negotiation focuses on
price over a short time interval, meaning there is not the same leeway for incorrect specifications as you may
have during a traditional negotiation process. As highlighted above, the initial process can take longer but the
negotiation is quicker and more effective and the outcome more sustainable. By the same reasoning the
process does not lengthen the sales cycle which is the fear from some participants. /

1.9 Hosts just use Online Negotiations as a quick alternative.

1.10 Online Negotiations open the gate for unqualified participants

With Market Dojo, the Host is in control and it is a private event. Only qualified participants will be allowed
into the tender.
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1.11 Participants will refuse to engage with the Event

This has been disproven from the last 15 years of Online Negotiations. However, sometimes Online
=1 Negotiations are run poorly which can put participants off, so it is important that any Host should read the
documentation provided by Market Dojo to ensure everyone gets the most from the Events. Speaking to the
participants is a great way to overcome any early objections and obtain maximum involvement.
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