


Classical Negotiation Theory:

Classical Economic Theory:
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 System 1   - What you see is all there is (WYSIATI)

Used 95% of the time in decision making

2+2 = ?



Used  ONLY 5% of the time in decision making

26 x 32 = ?





Default Mode 

System 1 dominates – is on 95% of the time

 System 1  goes first  - using WYSIATI model and associative 
memory to try to solve the problem

Transition from System 2 to System 1

 System 1 calls on System 2 when it can’t solve the problem 

Transition from System 2 back to System 1

 Expertise: Repeated practice moves tasks from 
System 2 (effortful) to System 1 (automatic).







System 1 HATES missing out 
and suffers from FOMO 
She will try to be involved, even when she should 
hand the analysis over to big sis.   

She holds on through

Decision Substitution 

Naughty System 1 swaps complex decisions with 
easier ones, so that she can answer the question. 

*FYI*
System 2 is happy to sit 
it out; she’s tired and 
busy sipping her coke by 
the pool… 



“please read the book, it's 
FABULOUS!”





Bias

System 1 overly relies 
on initial information it 

receives

The first number 
presented is incredibly 

powerful and creates an 
anchor for subsequent 

decisions



Bias



Anchoring – System 1 can even use irrelevant information as a reference 
for evaluating or estimating an unknown value or new information. 

When anchoring, System 1 bases decisions or estimates on events or 
values known to them (or that have been primed), even though these 
facts may have no bearing on the actual event or value.

Research: estimate the price of a wireless keyboard after writing down the last 
two digits of your social security number – expressed as dollars (i.e., if your 

SSN ended in 74, you would write down $74).

The top 20 percent bid an average of $56 for the cordless keyboard; the 
bottom 20 percent bid an average of $16.

$56 $16
Top 20% Bottom 20%

Dan Ariely

Bias



Bias



Bias



Heuristic

Loss Principle



Bias

Identify:
Look for avoidance behaviours, such as 
hesitation to give up existing benefits or 
overemphasis on potential downsides in a 
proposal.

Use as a Buyer:
Highlight what the seller stands to lose by not 
accepting your offer. 
Frame the deal as a way to avoid risks or 
negative outcomes.

Use as a Seller:
Sellers can highlight what the buyer risks 
losing by delaying a deal



Bias

People would pay $4.00 for a coffee 
cup (before they owned it)

People would only sell the same coffee 
cup for $6.00 once they owned it!

We ascribe more value to objects/things merely 
because we own them. 

Even when that ownership is only for a few minutes 
long, people tend to value items they own more 
than items that they do not own.



Bias
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Bias



Heuristic



Bias



Bias

OR



Bias

• Use as a Buyer:
Frame lower offers positively, focusing on shared benefits like affordability 
or long-term gains.

• Use as a Seller:
Present terms in a way that maximises perceived benefits, such as 
emphasising savings or added value.



Bias

How information is presented and sequenced can cause System 1 
to interpret it differently….

Watch this video…. 





Bias

Be Critical of First Impressions: ENGAGE SYSTEM 2

Request Additional Context



Action

• Anchoring Bias: Set a strong anchor early to shape perceptions.

• Framing Effect: Highlight benefits and reframe risks as opportunities.

• Loss Aversion: Emphasise what the other party risks losing by not 

agreeing.

• Halo Effect: Build credibility and trust early in the discussion.

• Sunk Cost Fallacy: Redirect focus from past investments to future 

gains.

• Concessions: Frame concessions as mutual wins, not losses.



System 1 WILL party-crash, it’s perfect conditions for her to show up…

Actively wake up System 2:

33

SLOW DOWN
ASK MORE QUESTIONS

REFRAME
FOCUS ON FACTS

EMBRACE THE COGNITIVE EFFORT

EQUALS 
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