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For most people, negotiating salary is a painful, even embarrassing process, ranking about 9
on the 1-10 stress scale. Indeed, if you are like the vast majority, the very thought of
approaching your boss to ask for more money—facing the prospect (ho matter how
unrealistic) that he might not just refuse, but actually grow angry at your “ingratitude” and/or
tell you all the reasons you don't deserve what you're currently getting—raises so many
insecurities that you’d rather avoid it altogether. Statistics have shown that only about half of
men negotiate their starting salaries—and less than 10% of women.

However, to avoid negotiating is a costly choice, affecting not just your current living
standard, but your entire career path and even retirement plans. A simple example of a one-
time negotiation illustrates this vividly. Imagine that you and a friend are given managerial
positions in a bank at age 30. You accept the $60,000 salary offered, while she negotiates a
modest 7.5% increase to $64,500. Initially, that may not seem like a tremendous difference,
but let’s look at the long-term impact. Even if your friend never negotiates again and, for the
rest of your careers, you both receive the same 4% increase per annum that the firm gives
all its salaried employees, by the time you retire at 65 your friend is now making $254,523,
while you are earning only $236,765—a $17,758 gap, or nearly $1,500 per month.

That's merely the tip of the iceberg. If you add up the difference over those years, your friend
has earned a total of $349,192 more than you—the equivalent of a year and a half of your
final salary. And even that doesn't accurately reveal the difference, as there is also an
impact on your career trajectories. Because your friend is paid more, the management has
actually valued her more, reflecting the natural human tendency to justify why we are paying
more for one than another. She has also been given more important jobs, because it doesn’t
make financial sense to waste a more expensive worker on less profitable tasks. As a result,
her bonuses were larger than yours and she was more likely to be promoted.

If all of these rewards can materialize from a single negotiation session, imagine the benefits
you will reap from a whole lifetime of negotiating.

Fear of negotiation normally comes, as do so many fears, from misunderstanding. Without a
clear sense of the meaning or the method of negotiating, untrained people tend to mistake it
for something else: for begging or demanding, for bluffing or playing guessing games. In
fact, it is merely a form of open communication in which two or more parties seek to meet
their respective interests insofar as possible. It needn’t be aggressive and it shouldn’t
damage relationships. The secret to successful negotiating, as for every other important
aspect of your job, is thoughtful preparation.

It continually amazes me how many people enter into salary negotiations having given the
subject no thought whatever. The attitude seems to be that the company will know your
worth and compensate your accordingly. | am not sure whether that smacks more of hubris
(is it really reasonable to expect a virtual stranger to immediately perceive your potential
value to the company?) or naivety (if you could offer any price for a product you wanted,
would you start out by offering the most you were willing to pay?) While others may go a
step farther and actually plan an answer to the common interview question—"What do you
expect earn?”— it is often only to pluck a number out of the air somewhere between what
they hope to get and what they presume the company is willing to pay: an exercise in
juggling made-up figures that is neither impressive nor persuasive to potential employers.
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Effective salary negotiation is the product of research, beginning even before you enter into
the interview process. Start by exploring the salary ranges at your level in your chosen
career field or company. Do this by looking at ads, talking to colleagues and friends in the
same field as well as to experts, such as search services who cover that industry. Then
consider what skills, education, experience, time commitment and other qualities are most
prized by the company or industry. Much of this information can be found directly on the
company website or on those of its competitors. Other ideas can come from your own
inspired reasoning. It is vital, however, that you keep your focus on what they value or could
be persuaded to value.

Based on those qualifications, take a close look at yourself to see what you offer that could
be translated as of tangible worth to a potential employer. Your goal in this exercise is to
push yourself to the highest end of the employer’s salary range—or even a few thousand
dollars beyond. In order to succeed at the negotiating table, you need to make a justifiable
explanation of why you are worth a larger than average investment. You do this in part
simply by showing that you have done your homework and you understand the needs of the
company. The flip side of the coin is that the knowledge you have gained gives you
confidence that is visible to the employer—another factor in awarding higher salaries.

Having said this, one mustn't ever lose sight of the reality factor: your salary is only as
negotiable as you are. If the company has another candidate with the same qualifications
who asks for less than you, your negotiating potential drops to zero. However, even in that
case, and barring someone showing up with truly better qualifications or connections than
yours, you can often recover your bargaining position by exercising your wits to come up
with some differentiating factors that still put you ahead.

By starting from the perspective of understanding your employer's needs, assessing the
current market and approaching salary negotiations as a business exercise in cost-benefit
analysis (with a little salesmanship thrown in), you will remove much of the fear factor in
negotiation and probably actually impress your boss. Moreover, your chances of getting
what you're worth and starting yourself on a path to even greater gains, will be significantly
enhanced.
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