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Series Editor’s Preface

Thefirst edition of this book, published in 1996, was one of the most successful
books in this series. It was printed twice and was sold out very quickly. For a
couple of years we have been receiving messages from colleagues to publish a
second edition of the book. A decision was made an year ago and we asked for
some reviews from some colleaguesin the field. They were all very enthusiastic
and recommended a second edition. These comments were forwarded to the
editors. We aso received suggestions that the second edition should be
published as a paperback to make it more accessible for students.

Through these reviews we also realized that the book has been used in a
number of MBA and Master Courses and Modules in Europe, United States
and Canada. The editors have also received direct comments from colleagues
as how to improve the second edition. We thus believe that the second edition
has been compiled with these comments in mind. A number of new chapters
have been added while some dated chapters have been taken away. The
sequence of chapters is now more logical and deals with the topics more
thoroughly.

We understand that there are very few books dealing with this important
topic, while it is considered a most important field in international business
research and practice. We trust that this second volume will be at least equally
successful and will fill the gap in the market.

Pervez N. Ghauri
Series Editor






Editor’s Preface

Business negotiations are increasingly recognised as a full part of the
managerial process, highly relevant to the implementation of business
strategies. Traditionally, most of the business literature has focused on strategy
formulation on the one hand, and management systems and procedures on the
other. There is now more emphasis on “how to do” rather than simply “what to
do”, implying an increased emphasis on relationships with clients, agents and
partners as a key success factor in the implementation process. International
marketers are now more and more business negotiators, who constantly discuss
deals across borders with a variety of people, ranging from consumers to
intermediaries and even competitors.

The dramatic growth of international trade over the last five decades has
been not only in terms of volume but in complexity as well: service offerings
are now mixed with products, and technology often plays a central role as an
object of the exchange. Deals are not only made through discussions of a
bundle of physical attributes and a price; they are also drafted between
merchants and business people from different countries having different
objectives and cultural backgrounds. Establishing, maintaining and fostering
relationships are therefore of prime importance for the market transaction to
take place. It is more and more recognised that international trade is not only
a matter of price and product but also of people who manage a complex
relational process. Business negotiations occupy a prominent place in
international trade because any transaction is in some way negotiated even
though on a limited range of issues. Within the relational process some more
complex deals are worth consideration in more detail, not only sales
agreements but also the discussion of agency and distribution contracts in
foreign markets and the negotiation of joint ventures and licensing agree-
ments.

Given the considerable growth in aliances, partnerships and technology
deals across borders, finding the right partner(s) and developing an adequate
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framework for conducting the relationship with them are now considered key
success factors. Technology often plays a major role in such deals and this
could mislead people into believing that the whole negotiation process is
principally an engineers discussion based on rationa and scientific facts. In
fact, technical complexity intermingles with human complexity to render such
negotiation processes difficult to manage. Complexity is probably one of the
main features of this kind of negotiation exercise: partners come from quite
diverse national and cultural backgrounds, do not share the same native
language, yet still have amajor interest in dealing with each other.

A considerable amount of literature is available on negotiations, some of it
also on business negotiations but the field of international business negotiations
is quite neglected. Some studies on negotiations with different regions or
countries such as the Middle East, Japan and China are available. However,
there is no book on this topic that discusses international business negotiations
in a comprehensive manner.

As the body of literature has been growing in the field of international
business negotiations for the last fifteen years, we believe it is now appropriate
to give a comprehensive overview of the knowledge that has been developed.
Some twenty authors have contributed to this edited volume, some of them
coming from academia, some from business companies, while most of them
have been involved both in research and in the practice of negotiation at
international level. The reason for compiling this book is that we want our
readers to use it as a tool for increasing their knowledge and effectiveness in
negotiation; the path towards achieving this is threefold: (i) understanding the
process of international business negotiations; (ii) devel oping knowledge of the
issues at stake and the main variables; and (iii) developing skills for being a
successful international negotiator.

The second edition of the book is divided into five parts: (1) introduction and
general aspects of international negotiations; (II) culture and international
business negotiations; (111) the negotiation of specific kinds of agreements; (1V)
a regiona approach to international business negotiations; (V) some general
guidelines of international business negotiations.

The first part is designed to cover the basics of internationa business
negotiations. Chapter 1 gives an overview of international business negotiations
and proposes amodel that is used further in the text. A colourful illustration of
mismatches that arise in the interaction between the negotiators who come
from different countries and belong to different culturesis offered in Chapter
2. Chapter 3 discusses a variety of strategies employed by negotiators in the
international business arena. These introductory chapters are followed by a
discussion of how nationa culture, organisational culture and personality
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impact buyer-seller interactions; it sets in perspective the respective roles of
country, corporate and individual variables in shaping negotiation behaviour at
the international level (Chapter 4).

Culture is a mgor determinant of strategies and tactics in international
business negotiation, because negotiations involve communication, time, and
power and these variables differ across cultures. The second part deals with
various aspects of culture that have an impact on the negotiation of business at
international level, starting with a chapter that gives an overview of these
influences (Chapter 5). Chapter 6 presents the most widely used framework for
describing national cultures, Hofstede's four dimensions of culture, and
discusses their influence on international business negotiations. A discussion of
multilateral negotiations is presented in Chapter 7. This chapter builds further
on national, organisational and individual cultural aspects of negotiations and
looks at the effects of social networks on negotiation outcomes. The two
following chapters are dedicated to issues that have a quite significant cross-
cultural variance: issues in cross-cultural communication and what they mean
for international negotiators, how people view time and deal with it in business
negotiations which are suffused with time-loaded aspects such as dates,
planning, scheduling etc. (Chapter 8), and the role of atmosphere in
negotiations (Chapter 9).

Thethird part is orientated towards the content of the deals being negotiated.
The first two chapters present the agreements to be discussed by the parties:
international sales and export transactions and licensing agreements and
international alliances. An interactive way of simulating negotiations to learn
more about them is offered in Chapter 12. Chapter 13 deals with mergers and
acquisitions in the European Union, and shows how cooperative negotiation
works as an asset for the future venture.

The fourth part of the book has a more regional focus, looking at how
negotiations should be managed with people from various important areas,
though it also builds on cultural factors as well as content-oriented aspects of
international business negotiations. We could not be exhaustive here and
decided to concentrate on major countries and areas that make up a quite
significant part of world trade. Thefirst chapter of this sectionisillustrative and
shows the kind of mismatch that may occur in internationa business
negotiations, when business people coming from various countries interact
with each other. Chapter 14 deals with the IBM-Mexico microcomputer
investment negotiations, a case in complex negotiations involving a large
multinational company and a host government in a Latin American country.
Chapter 15 explores the specifics of the negotiation in Eastern and Central
Europe, where the political and economic environment has been subject to
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tremendous changes over the last five years. The following two chapters are
dedicated to North-South business negotiations, emphasizing the interaction
between Asians and Westerners (Chapter 16) and presenting an in-depth
analysis of Chinese negotiation behaviour (Chapter 17).

The fifth and final part of the book is rather normative in its nature. It
presents some ethical issues involved in international business negotiations
(Chapter 18) and provides some general guidelines in Chapter 19. This last
chapter synthesises the lessons from previous chapters and provides some
genera rulesthat can be followed while negotiating internationally.

This is not a general book on negotiation. It focuses on its international
business aspects and should therefore be read with cross-border business deals
constantly in mind. References can be found at the end of the book; they lead
to more general approaches to business negotiations. The first two parts should
be read by all with an interest in the subject, since they deal with basic aspects
of international business negotiation. For the third and fourth parts, it is up to
readers to decide which kind of agreements and which areas of the world they
wish to focus on. In the second edition, we have replaced a number of chapters
with some new ones, keeping in mind three issues. to provide more recent and
up-to-date studies; to provide more practical examples and illustrations; and
finally, to create more coherence in the book.

Over the last five years, we have used the book in our courses and have
noticed ourselves, and through feedback from our students, the weaknesses and
strengths of the book. Before compiling the second edition, we asked a number
of our colleagues who used/read the book and they provided us with many
constructive remarks. At this stage, Elsevier also sent the first edition to three
anonymous reviewers, also asking whether there is a need for a second edition.
The remarks we received were most encouraging and helpful and have been
extremely useful in putting the second edition together. We are thankful to all
the colleagues and reviewers who contributed in this process. For colleagues
who are going to use the book in their courses or training programmes, we
suggest they look at the following hyperlinks: “ http://kellogg.nwu.edu/drrc/” of
Kellogg's School of Business. There are a number of exercises and material on
this site that can be very useful. The CD Rom can be bought and it is quite
cheap to use the games/simulations.

In this edition, most chapters have both a conceptual content and illustrative
examples. This is designed to help readers who have not been personaly
involved in such situations understand how the concepts described operate in
practice. For those readers who have professional experience of international
business negotiations, the book can also be used to re-read situations, that is, to
provide them with insights on why a particular negotiation developed in a
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certain way. It may serve too as a base for preparing some negotiation in a
specific area of the world, or with partners from certain cultures, or when
negotiating certain types of agreements.

We would like to thank all the contributors in this volume, who made it
possible to cover a broad range of issues related to international business
negotiations. Our grateful appreciation goes aso to Sammye Haigh and Neil
Boon of Elsevier Science who have been instrumental in publishing this book
and to Anna Zuyeva and Gill Geraghty who helped us in preparing this
manuscript. Any errors and shortcomings remain our responsibility.

Pervez N. Ghauri
Jean-Claude Usunier
Editors
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Chapter 1

A Framework for International Business
Negotiations

Pervez N. Ghauri

The Nature of Business Negotiation

Negotiation is a basic human activity. It is a process we undertake in everyday
activities to manage our relationships, such as between a husband and wife,
children and parents, employers and employees, buyers and sellers and
business associates. In some of these negotiations, the stakes are not that high
and we do not have to pre-plan the process and the outcome, but in some cases,
such as business relationships, the stakes are high and we have to prepare, plan
and negotiate more carefully. This volume dedls, in particular with the latter
type of negotiation. In business relationships, parties negotiate because they
think they can influence the processin such away that they can get a better deal
than simply accepting or rejecting what the other party is offering. Business
negotiation is a voluntary process and parties can, at any time, quit the process.
Negotiation is, thus, a voluntary process of give and take where both parties
modify their offers and expectations in order to come closer to each other.

In literature, sometimes “bargaining” and “negotiation” are used inter-
changeably. But in our opinion, they mean different things. Bargaining is more
like haggling in a typica “bazaar” setting, or in so-called competitive
bargaining or distributive bargaining. Here, the objective of the parties is to
maximize their own benefit, quite often at the expense of the other party. It
refers to a typical win-lose negotiation, where the resources are limited or
fixed, and everybody wants to maximize his share of the resources. Parties are
therefore more competitive and opportunistic. They normally do not like to

International Business Negotiations (2nd Edition)
Copyright © 2003 by Elsevier Ltd.

All rights of reproduction in any form reserved.

I SBN: 0-08-044292-7 (HB)/0-08-044293-5 (PB)
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share information with the other party unless they have to, and they want to get
the maximum information on and from the other party. Although this view on
negotiation is out-dated, it is still practiced and studied in some situations such
as labor management negotiations (Walton & McKersie 1965).

On the other hand negotiation, also called “integrative bargaining”, refers to
win-win negotiation where both or al partiesinvolved can end up with equally
beneficia or attractive outcomes. In other words, everyone can win. It is more
related to a problem-solving approach, where both partiesinvolved perceive the
process of negotiation as a process to find a solution to a common problem. In
integrative bargaining however, if negotiations are not properly handled, both
parties can end up with a jointly inferior deal. With negotiation, it is possible
for both partiesto achieve their objectives and one party’s gain is not dependent
upon the other party’s concession. Business negotiation is considered by many
authors as being this type of negotiation (Fisher & Ury 1991; Pruitt 1983;
Ghauri 1983 1986; Lewicki et al. 1991).

Some characteristics of this type of negotiation are:

¢ Open information flow between the parties. In this case, both sides sincerely
disclose their objectives and listen to the other party’s objectives in order to
find a match between the two.

A search for a solution that meets the objectives of both parties.

e Parties understand that they do have common as well as conflicting
objectives and that they have to find a way to achieve, as much as possible,
common and complementary objectives that are acceptable to both sides.

* To achieve the above, both parties sincerely and truly try to understand each
other’s point of view.

The above characteristics are, in fact, opposite to distributive bargaining. That
means that the process of negotiation in a problem-solving situation is
completely different from a process of distributive bargaining. In the problem-
solving negotiation, parties have to look for a solution which is beneficial and
acceptable to both sides: a win-win solution. In fact, they look for a jointly
optimal outcome, which cannot be achieved unless the parties have this
problem-solving approach.

In international business settings, the development of the negotiation process
and how parties perceive the relationship are crucial. This processis influenced
by some facts and factors beyond the negotiation process in question. The
cultural differences that exist on several levels form one of the most important
factors: on a national level, cultural differences at the level of different
countries; on an organizationa level, different type of organizations, depending
upon their home country and industry, have different cultures;, and on an
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individual level, individuals involved in the process of negotiation have
different cultural backgrounds not only due to different countries and
organizations but also due to their professional backgrounds, such as engineers
vs. marketing people. Cultural differences create a challenge to the negotiators
involved, and demand understanding as well as flexibility. An ability to assess
these differences and properly handle the consequences is essential for success
in international business negotiations. This process is aso of a dynamic nature
and can move in a positive as well as a negative direction at any time, for
example, after or during each session. This dynamism is characterized as
“amosphere” in our world. The atmosphere not only explains the perceptions
of the parties but also the progress of the process. The more the parties
understand and adapt to each other, the more positive the atmosphere around
the process, and the more parties are willing to compromise and see common
benefits.

A Framework for International Business Negotiation

An overall framework for business negotiation has three groups of variables:
background factors, the process and the atmosphere. Since the negotiation
process isinherently dynamic, a certain perception of the parties or a particular
development in the process may influence a change in the background factors.

Background Factors

This group of variables serves as a background to the process. It influences the
process of negotiation and the atmosphere. The effect of different variables on
the process and its different stages varies in intensity. One of these variables
may influence one stage positively and another negatively. A positive influence
means that the process saves time and continues smoothly, while a negative
influence causes delay and hindrances. Background factors include objectives,
environment, market position, third parties and negotiators.

Objectives are defined as the end stage each party desires to achieve. They
are often classified as common, conflicting or complementary. For example,
parties have a common interest in as much as both want a successful
transaction to take place. At the same time, their interests may conflict, since
profit to one is cost to the other. In terms of complementary interest, buyersin
international deals are concerned with acquiring the appropriate technology to
build an infrastructure. On the other hand, sellers want to enter a particular
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market and expect to do future business with it and with the surrounding
countries markets. Common and complementary objectives affect the
negotiation process directly and positively, whereas conflicting objectives have
negative effects. These effects, in turn, influence the atmosphere and the
outcome. Opportunity for an agreement decreases as conflicting objectives
dominate arelationship; it increases as common and complementary objectives
dominate.

The environment refers to the political, socia and structural factors relevant
to both parties. Variation of the parties with respect to environment, in
international negotiation, often hinders the process. There are greater chances
of interaction interferences when unfamiliar parties, having different back-
grounds, interact with one another. Some of the characteristics directly
influence the process while others directly influence the atmosphere. Political
and socia aspects influence the process, and market structure influences the
atmosphere. The parties' market position is an important factor influencing the
negotiation process. The number of buyers and sellersin the market determines
the number of aternatives available to each party, which, in turn, affects the
amount of pressure imposed by its counterpart within the market. The process
and bargaining position of the buyer or seller can be affected if either one has
monopolistic power in the market place.

Most international business negotiations involve third parties, i.e. parties
other than the buyer and seller, such as governments, agents, consultants and
subcontractors. These parties may influence the negotiation process as they
have different objectives. Often, governments are involved and influence the
buyers towards complementary objectives, such as infrastructure, employment
opportunities, foreign exchange considerations and any other prospective
relationship between the countries involved.

Negotiators influence the negotiation process with their own experience and
negotiating skills. Negotiators operate within two limits: firstly, they act to
increase common interests and to expand cooperation among the parties,
secondly, they act to maximize their own interests and to ensure an agreement
vauable to themselves. The personality of the negotiators also plays a role,
particularly when information about the other party is lacking and there is
greater stress. A good personality is defined as an individual with the ability to
make others understand his position, to approach strangers with ease and
confidence and to appreciate the other person’s position. However, the skills of
negotiators are related to different objectives and motivations, pertaining to
different people and professions. Negotiators with atechnical background may
place more emphasis on technical issues, while those with a business
background might consider other issues to be more important.
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Atmosphere

The relationship developed during the negotiation process between the parties
is characterized by an atmosphere which is of fundamental importance to the
process as a whole. The atmosphere and the process affect each other through
interaction at each stage. Atmosphere is defined as the perceived “milieu”
around the interaction, how the parties regard each other’s behavior, and the
properties of the process. It has to do with people's perception of redlity. In
other words, in negotiation it is the perception of reality which is more
important than the readlity itself. Some characteristics of the atmosphere are
dominant at one stage; others at another stage. The pre-negotiation stage is
dominated by cooperation rather than conflict, as parties look for mutual
solutions. Different characteristics of the atmosphere dominate from process to
process. These characteristics are conflict/cooperation, power/dependence and
expectations.

The existence of both conflict and cooperation is a fundamental character-
istic of the negotiation process. On one hand, parties have some common
interests in finding a solution to the problem which fits both the parties. On the
other hand, a conflict of interest may arise, as cost to one of them can mean
income to the other. The magnitude of conflict or cooperation in the
atmosphere depends upon the objectives of the negotiating parties. Some
rel ationships are more complementary — and consequently less conflicting —
than others. The degree of conflict or cooperation during different stages of
the negotiation process is often a function of the issues being dealt with,
while the degree of conflict or cooperation in the atmosphere is a function of
how the parties handle various problems. Conflict is sometimes perceived,
without the existence of real conflict, due to a misunderstanding of each other’s
behavior. The more unfamiliar the parties are with one another, the higher the
risk of such perceived conflicts. Each process and even each stage of the
process can be characterized somewhere on a scale with cooperation and
conflict on opposite sides.

The power/dependence relation is another basic characteristic of all
negotiation processes. It is closely related to the actual power relation, which
is influenced by the value of the relationship to the parties and their available
aternatives. Background factors for example the market position — can
influence the power/dependence relation. The ability to control arelationship is
related to the perceived power of two parties, their relative expertise and access
to information. This power is a property of the relationship and not an attribute
of the actor; in fact, it is closely related to dependence. Therefore, the power
relationship is in balance if both parties perceive equal power. The power
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relationship is unbalanced if one of the parties perceives more power, or if one
party is dependent on the other.

The last aspect of atmosphere concerns two types of expectations. Firstly,
there are long-term expectations regarding the possibilities and values of future
business. The stronger these expectations are, the more inclined the negotiators
are to agree on the present deal. Long-term expectations are related to primary
objectives. Secondly, there are short-term expectations concerning prospects
for the present deal. The parties' decision to enter negotiations and to continue
after each stage implies expectations of a better outcome from participating
than from not participating. This compels the parties to proceed from one stage
to the next. Expectations develop and change in different stages of the
process.

The Negotiation Process

The process of international business negotiation presented here is divided into
three different stages. A stage of the process refers to a specific part of the
process and includes all actions and communications by any party pertaining to
negotiations made during that part. Parties communicate with each other to
exchange information within each stage. A particular stage ends where parties
decide to proceed further on to the next stage or decide to abandon the
communication if they see no point in further negotiations. In the pre-
negotiation stage, parties attempt to understand each other's needs and
demands, which is done through information gathering and informal meetings.
The negotiation stage refers to face-to-face negotiations and the post-
negotiation stage refers to the stage when parties have agreed to most of the
issues and are to agree on contract language and format and signing the
contract.

In international business negotiations, the process has three dimensions. In
addition to the three stages, it has a cultura dimension and a strategic
dimension. These two dimensions are present in each of the three stages of the
process. However' these can play different roles in different stages. This is
illustrated by Figure 1.1.

Stage |: Pre-Negotiation The pre-negotiation stage begins with the first
contact between parties in which an interest in doing business with each other
is shown. During this stage, some negotiations take place and tentative offers
are made. The dynamism of the process can be observed at this early stage
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Figure 1.1: The process of international business negotiation.
Source: Based on Ghauri (1996) and Cavusgil & Ghauri (1990).

where parties begin to understand one another’s needs and eval uate the benefits
of entering into the process of negotiation.

The parties gather as much relevant information as possible on each other,
the operating environment, the involvement of other third parties, influencers,
competitors and the infrastructure. Parties need to be aware that their relative
power relationship can be atered at any time by such events as the
repositioning of competitors or movements in exchange rates. As we have
defined this negotiation process as being of a problem-solving nature, the main
issue here is to define the praoblem to be solved. It is important to define the
problem jointly, asit will not only reflect each other's expectations but is aso
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necessary to acquire commitment from both parties. The parties should,
therefore, truly and openly discuss each other’s objectives and expectations in
order to achieve a positive problem-solving situation.

Informal meetings take place as the parties examine each other’s position.
Whether the parties continue to the next stage of the negotiation process
depends on the perceived level of cooperation or conflict, of power or
dependence and the expected benefits of the relationship. The process often
ends in failure if excessive conflict is sensed or if a successful future
relationship seems doubtful. The parties should truly see how they are going to
cooperate, examine whether it is realistic to expect to achieve the objectives of
both sides and to identify the obstacles that have to be overcome to achieve
these objectives.

The pre-negotiation stage is often more important than the forma
negotiations in an international business relationship. Socia, informal
rel ationships developed between negotiators at this stage can be of great help.
Trust and confidence gained from these relationships increase the chances of
agreement. One method of establishing such contacts is to invite individuals
from the other side to visit your office/country in an attempt to develop trust.
The prime objective here isto get to each other’s priorities. The parties need to
understand the interests and fears of the other party.

Parties also begin to formulate their strategy for face-to-face negotiation. By
strategy we mean a complete plan regarding problems, the solutions available
and preferred choices, relative to the other party’s choices and preferences.
Parties try to build up their relative power. They compare the alternatives
available, make check lists and assign arguments for and against these
alternatives. They also decide on possible points of concession and their
extent.

Parties try to foresee and take precautions against predictable events.
Remittance of funds, taxes and import duties and work permits are just some
examples of the rules and regulations of the particular country that must be
researched at this stage. An understanding of the infrastructure of the country
and the company is also critical at this point. In some countries, especially
when the public sector is the buyer, purchasing organizations issue a “letter of
award” (also called letter of intent/acceptance) after the first stage. The
negotiators from Western countries often perceive this letter of award as a grant
of contract. However, thisis an incorrect assumption, the letter merely indicates
the other party’s intention to negotiate further (Ghauri 1986; Lewicki, R. J. et
al. 1994).

Parties to international business negotiations should have an initial strategy,
which is dependent on the information attained so far and the expectations. The
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negotiators should list the problems and issues, especially the conflicting issues
and form strategies and choices for all possible solutions they or the other party
could suggest. These solutions should be ranked in terms such as preferred,
desired, expected and not acceptable. If not acceptable, a solution that could be
acceptable to the other party should be suggested. It is, thus, important to have
severa solutions for each problem or issue (Mintzberg, H. 1991; Cavusgil &
Ghauri 1990).

Stage I1: Face-to-Face Negotiation The basic issue at this stage is that
parties believe that they can work together to find a solution to ajoint problem.
The parties should also be aware that each side views the situation, the matter
under discussion, in its own way. Not only that it has a different perception of
the process but it has different expectations for the outcome. It is therefore,
important to start face-to-face negotiation with an open mind and to have
severa aternatives. At this stage, as the process continues, the parties should
evaluate the alternatives presented by the other party and select those that are
compatible with their own expectations. The best way is to determine criteria
for judging the aternatives and then rank order each alternative, one’s own as
well as those presented by the other party, against these criteria. Here the
parties can even help each other in evaluating these alternatives and can discuss
the criteria for judgement. The main issue is to explore the differences in
preferences and expectations and to come closer to each other.

Experience shows that the negotiation process is controlled by the partner
who arranges the agenda, since he can emphasize his own strengths and the
other party’s weaknesses, thus putting the other party on the defensive.
However, the agenda may revea the preparing party’s position in advance and
hence permit the other side to prepare its own counter-arguments on conflicting
issues. Some negotiators prefer to start negotiations by discussing and agreeing
on broad principles for the relationship. Another way to ensure success at this
stage is to negotiate the contract step by step — discussing both conflicting
issues and those of common interest. In particular, an initia discussion on
items of common interest can create an atmosphere of cooperation between
parties. The choice of strategy depends upon the customer or supplier with
whom one is negotiating. It is helpful to anticipate the other party’s strategy as
early as possible and then to choose a strategy to match or complement it.

It is often suggested that the negotiator should not agree to a settlement at
once, even if there is considerable overlap of his position with that of the other
party. The negotiator may obtain further concessions by prolonging the
negotiation process. A number of studies have revealed that negotiators who
directly submit a “final offer” can be at a disadvantage. In view of the diverse
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cultural and business traditions prevailing in different countries, international
negotiations inherently involve a discussion of differences. It is very difficult
for parties to comprehend or adjust to each other’s culture or traditions, but it
is important to be aware of these differences. Social contacts developed
between parties are far more significant than the technical and economic
specificationsin many emerging markets. Negotiators from these countries take
their time and are very careful not to offend or use strong words; and the other
party is expected to follow suit.

A balance between firmness and credibility is important in al types of
negotiation. It is important to give and take signals of readiness to move from
theinitial stage without making concessions. Negotiators having prior dealings
with each other can easily send and receive signals, but it is very difficult for
those meeting for the first time. Negotiators often send conditional signals such
as “We cannot accept your offer as it stands’ or “We appreciate that your
equipment is quite suitable for us but not at the price you mentioned”.

It is also common that the party perceiving greater relative power makes
fewer concessions and that the weaker party yields more, often to create a
better atmosphere. Maintaining flexibility between parties and issuesis of great
importance in this stage. These usually occur after both parties have tested the
level of commitment and have sent and received signals to move on. For
example, the price can be reduced if the party offers better terms of payment.
Other elements can be traded off but there may not be a way to evaluate them
in accounting terms. For example, an entry into a huge protected market may
be strategically more important than obtaining handsome profits on the present
deal.

Stage I111: Post-Negotiation At this stage, al the terms have been agreed
upon. The contract is being drawn up and is ready to be signed. Experience has
shown that writing the contract and the language used can be a negotiation
process in itself, as meaning and values may differ between the two parties. In
several cases involving Western firms and emerging-country parties, the
language used and the recording of issues previously agreed upon took
considerable time. This stage can lead to renewed face-to-face negotiation if
there is negative feedback from background factors and atmosphere. Discus-
sion should be summarized after negotiations to avoid unnecessary delays in
the process. The terms agreed upon should be read by both parties after
concessions are exchanged and discussions held, by keeping minutes of
meetings, for example. Thiswill help test the understanding of the contract, as
parties may have perceived issues or discussions differently. This not only
applies to writing and signing the contract but also to its implementation.
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Trouble may arise later during the implementation of the contract if parties are
too eager to reach an agreement and do not pay enough attention to details. The
best way to solve this problem is to confirm that both sides thoroughly
understand what they have agreed upon before leaving the negotiating table. A
skilled negotiator will summarize and test understanding: “Do we understand
correctly that if we agree to your terms of payment and repay the credit within
three years from the date of the contract, you will reduce the price by 7%7?’

Cultural Factors

As is apparent from the above discussion, cultural factors play an important
roleininternational business negotiations. We have chosen to use the following
factors that are most important in this respect:

Time Time has different meaning and importance in different cultures. While
‘time is money” in the Western culture, it has no such value attached to it in
many cultures in Asia, Latin America and Africa. This influences the pace of
negotiations and the punctuality in meetings. For negotiators, it isimportant to
have advance information on the opposite party’s behavior regarding time. This
will help them to plan their time as well as to have patience and not to get
irritated during the process.

Individual vs. Collective Behavior These are rather clear behavioral aspects
in different cultures. Asindicated by Hofstede's study of 69 countries, we can
place different countries on different scales. Even countries in Western Europe
have clear differences in this respect (Hofstede G. 1980). In cases of
negotiation, it isimportant to have knowledge of this cultural attribute, asit will
help us to understand the behavior of the other party and to formulate an
effective strategy. Knowing whether the opposite party is looking for a
collective solution or an individua benefit will help in formulation of
arguments and presentations.

Pattern of Communication Different cultures have different communication
patterns as regards direct vs. indirect and explicit vs. implicit communication.
These are related to culture as well as the contextual background of languages
(Hall 1960). Some languages are traditionally vague and people from outside
find it difficult to communicate with people with such language backgrounds.
Indicators such as “maybe’, “perhaps’, “rather”, “I'll consider it” and
“inconvenient” are some examples of ambiguity in international communica-
tion and conversation. “Maybe” and “inconvenient” can mean impossible in
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some cultures. In some cultures even “yes’ means “may be” and “perhaps’
means “no”. Some languages, for example some Arabic and some Asian
languages, traditionally contain exaggerations, fantastic metaphors and repeti-
tion, which can be misleading for foreigners. It is, therefore, important to be
aware of these aspects and read between the lines. Thisis even more important
in non-verbal communication, the personal space, handshakes, ways of
greeting each other, communication between maes and females, signs of
irritation, etc., are important aspects of communication patterns, and knowl-
edge of these can improve the negotiation process and effectiveness.

Emphasis on Personal Relations Different cultures give different impor-
tance to personal relations in negotiations In many countries in the West, the
negotiators are more concerned with the issue at hand and the future
relationship between the organizations, irrespective of who is representing
these firms, while in some cultures, the personality of the negotiator is more
important than the organization he is representing or the importance of an issue.
So the emphasis on persona relations can be different in different negotia-
tions.

Strategic Factors

While negotiating in an international setting, the parties have to prepare
thoroughly with respect to how to present things, which type of strategy should
be used and which type of decision-making process is followed by the other
party. Whether or not they need an agent or an outside consultant is also a
question of strategy.

Presentations Negotiators have to know whether the presentations to be
made are carried out in aformal or informal setting. Whether these are to be
made to teams, as in China and Eastern Europe, or to individuals, as in India
and the Middle East. The formal vs. informal presentation styleis very distinct
in many countries. If not prepared, the negotiators can make serious blunders
at an early stage of negotiations. It is also important to know whether issues can
be presented in groups or whether each issue should be handled individually,
and whether presentations should be argumentative or informative, factual and
to the point.

Strategy There are several types of strategies in business negotiations. The
most important are tough, soft or intermediate strategies. In tough strategy, a
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party starts with a very high initial offer and remains firm on its offer and
expects the other party to make the first concession. In soft strategy, a party
does not start with avery highinitia offer and makes the first concession in the
hope that the other party will reciprocate. In intermediate strategy, a party does
not start with avery high initial offer and as soon as an offer is made which is
within its realistic expectations, it acceptsit. It isimportant to have information
on the opposite party’s strategy and to adapt one's own strategy to it and to have
a counter-offer ready.

Decison-Making Some information on the other party’s overall decision-
making pattern is necessary before going into negotiations. Does the party use
impulsive or rational decision-making? Who makes the decisions? Do the
negotiators coming to the table have the power to make final decisions or not?
These are issues which are important to know in advance. In many culturesin
Asia, decision-making is highly influenced by the importance of face-saving
and influences the timing of decisions made.

Need for an Agent

It is part of strategy-formulation to readlize whether or not the firm or
negotiators can handle the particular negotiation on their own. What type of
cost and benefits can be achieved by employing an agent for a particular
negotiation process? In our opinion, the more unfamiliar or complicated the
other party or the market is, the greater need for an agent or a consultant. These
days, specialized agents and consultants are available for different geographic
as well as technological areas. There are enormous efficiencies to be achieved
by using their expertise.

Planning and M anaging Negotiations

Dozens of books have been written about negotiation, many of
which | disagree with. | don't believe in negotiating through
intimidation, fear, bluffing or dishonest tactics. A good negotia-
tion concludes as a good deal for every one; negotiation starts
with what you want to accomplish. Then the redlities and,
sometimes, the complexities enter the picture. Sometimes many
points of view and many elements have to be considered, but the
deal itself must aways be kept in view. Your first step should be
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to rid yourself of an adversarial position. The reality is that you
have a mutual problem, which you are going to solve to your
mutual advantage. The intention must be to structure a deal that
resolves the problem and gives each of you what you want. It's
not always possible, of course. When it can’t be done, you are
better off making no deal than making a bad deal. A bad ded
usually brings afuture filled with enormous problems. Negotiat-
ing demands a recognition of reality on many levels. Only
amateurs try to accomplish something that isn’t real or possible;
it is an attempt that inevitably leads to failure. Amateurs tend to
dream; professionals consider the realities of a dea (Nadel
1987).

In the past, the ability to negotiate was considered innate or instinctive but it is
now regarded as a technique which can be learned. Experimenta studies,
empirical observations and experience have made it possible to grasp the art of
negotiation. This section provides some guidelines for planning and managing
the negotiation process in three stages.

The Pre-Negotiation Stage

The most important success factor in negotiation is preparation and planning.
One may have excellent negotiating skills, persuasive and convincing
communication style, a strong market position and relative power but all these
cannot overcome the shortcomings caused by poor preparation. As mentioned
in the previous section, the presence of cooperation as well as conflict and the
relative power/dependence in international business negotiation demands
careful preparation and planning. In the problem-solving approach, this
becomes even more important as both parties do truly want to do business with
each other. In spite of this cooperative behavior, negotiation involves trade-off
between own and joint interests. A number of authors have stressed the
importance of preparation and planning for negotiation, see, e.g. Kuhn (1988),
Sperber (1983), Scott (1981) and Ghauri (1986).

Identify the Contents of the Deal The initial points to consider are issues
such as implications of the ded, the interests at stake, the “fit” with
organizational objectives, and possible economic, political or other restrictions
between parties. What will each gain or lose and how important is the deal for
them?What alternatives does either side have? These issues must be considered
in terms of tangible and intangible motives.
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Comparison of one's own and the other party’s strengths and weaknesses is
quite important. In business negotiations, the other party does not only include
the buyer or the party you are negotiating with, but also the competitors who
also have an interest in the same business. In most cases, a party’s arguments
or preferences are influenced by the offers other competitors have made. Many
negotiators use professional investigators for thistask of getting information on
the other parties and to find their weaknesses. According to one estimate, in the
United States, $800 million is annually spent on industrial spying (Harrison &
Saffer 1980). In our opinion, the information required to prepare and plan for
negotiation need not include such rather unethical methods. It is quite easy to
get a lot of information from the annual accounts of the firms and through
talking to their executives, customers and suppliers.

In international business relations, buy-back arrangements are becoming
more common, and in large international deals with emerging markets, buyers
are demanding some sort of a buy-back. For more details on thisissue, see, e.g.
Rowe (1989). Emerging countries engage in countertrade deals to correct their
trade deficits as well asto earn hard currency. It isimportant to calculate deals
in monetary terms when conducting trade in this medium. The seller might end
up with goods which cannot be easily marketed in the home country. The
countertrade demand can be just a bluff, so that the seller who seeks to avoid
the expenses of buy-back may offer amajor price discount. The plant’s output
supplied under the particular contract is part of the payment in some cases.
China uses its cheap labor and re-exports products from local plants to the
seller's country. Another example is the iron-producing Cargjas project in
northern Brazil Most of the production of this complex is exported to Japan to
pay for project financing.

Create Alternatives To negotiate effectively, the marketer must gather
information on the strengths and weaknesses not only of the opposite party, but
also of the other related parties such as competitors. By considering the
resources and behavior of competitors, marketers can develop their own
aternatives on different issues. There are severa strategies by which the seller
can pre-empt competitors, for example, offering credit to the buyer, price
reductions or long guarantee periods. Sellers must also allow for aternative
solutions to conflicting issues. Question one's own position: ‘What if they do
not accept this. ..?’

Quite often Western negotiators believe they have only three options: (i)
persuasion; (ii) threat; or (iii) concession. In fact, there are many aternative
solutions to a problem. Different issues can be combined to produce numerous
alternatives. If the customer demands a 5% concession on the price, the other
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party can ask the customer to pay cash instead of the one-year credit proposed.
In one case, the buyer demanded a 5% concession on the contract price after
everything else had been agreed upon. The seller instead proposed that he was
willing to give a 10% rebate on al the spare parts to be bought by the buyer
during the next three years. This offer was accepted gladly by the buyer. One
way of creating alternatives is to judge each conflicting issue in the following
scale: our ideal position their ideal position. Here we should look for overlaps,
is there any overlap of our and their position? If not, how can we create an
overlap? What can be their minimum acceptable position? What is our
minimum acceptable position? Can we move from there, perhaps give up on
this issue and gain in another one which is not so sensitive to the other party,
but equally important to us?

Put Yourself in their Shoes For negotiations to be successful, one party must
understand the other party’s position. This will help each side interpret and
anticipate the other side’s reactions to arguments. Anticipating and developing
rational reactions to arguments allows each party to formulate new arguments
and alternatives. This stimulates flexibility on different conflicting issues. Each
party has to recognize the needs of the other, quite apart from gathering
information and asking questions to check the other party’s position. Being a
patient listener will help improve negotiations. One can understand the
meaning behind the words by listening attentively. One can create a positive
and cooperative atmosphere in the negotiation process by showing the other
party that he or she is well understood. However, be careful while listening —
it is not what is said, but how it is said that is more important and one should
read between the lines.

The harder a party tries to show understanding of the opposing viewpoint,
the more open it will be to aternative solutions. A universal feeling exists that
those who understand are intelligent and sympathetic. Parties feel obliged to
reciprocate in these situations. The ability to look at the situation from the
other’s point of view is one of the most important skills in negotiations. It is
important not only to see as the other party sees, but aso to understand the
other party’s point of view and the power of its arguments.

Gauge the Appropriateness of the Message The information exchanged
must be adjusted for easier comprehension by the other party. Technical
specifications and other material should be provided in the local language. Not
only does this facilitate effective communication but it also demonstrates
respect for the local language and environment.
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The problems of perception and language barriers often cause difficulties in
the negotiation process. This is frustrating and places an added burden on all
parties involved in the negotiating process. Different cultures interpret
messages differently. An octopus is said to have several arms in the United
States. It is said to have severa legs in Japan. In Sweden, “next Sunday” does
not mean the coming Sunday but the Sunday after. In India “next Sunday”
means the coming Sunday. “Nice weather” means sunshine in Europe. “Nice
weather” means cloudy or rainy weather in Africa and many Asian countries.
The exchange of gifts and terms of reciprocity are quite normal in Asia, yet
considered close to a bribe in many Western countries. It is important that
negotiators adopt appropriate behavior for each negotiation. The chosen
arguments should be tailored to the particular customer. One standard argument
cannot be used throughout the world. Barriers to communication also arise
from real or perceived differences in expectations, which create conflict instead
of cooperation between parties.

In cross-cultural negotiations, non-verbal communication, in particular in the
expression of emotions and the attitude of a negotiator toward the other party,
is sometimes more important than the spoken language. Non-verbal commu-
nication can be telling. Liking and disliking, tensions and appraisal of an
argument are shown by numerous signs such as blushing, contraction of facial
muscles, giggling, strained laughter or just silence. People, sitting down, lean
forward when they like what you are saying or are interested in listening, or
they sit back on their seat with crossed arms if they do not like the message.
Nervousness can manifest itself through non-verbal behavior, and blinking can
be related to feelings of guilt and fear. It is difficult to evaluate non-verbal
communication, asit is connected to the subconscious and emotions. Effective
communication and understanding of people will assist you in adjusting your
arguments to the moods and expectations of the other party. Negotiators may
continue to hold out, not because the proposal from the other side is
unacceptable, but because they want to avoid feelings of surrender. Sometimes
simple rephrasing of the proposal or a different approach to the presentation
can alleviate the problem (Fisher & Ury 1991).

Build Up Relative Power Negotiators can determine who has the relative
power advantage by gathering information about the other party, considering
each party’s position and developing different alternatives. They can try to
build their own relative power by developing arguments against the el ements of
power and improving their own position. In the negotiation process, this kind
of power may be increased by repeatedly mentioning the weak points of the
other party. The uncertainty regarding infrastructure and exchange rates must
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be handled here. Parties can agree on adjustmentsin the event of exchange rate
variations. The party with greater information automatically acquires more
power. The negotiator may have to work as a detective to ascertain the buyer’'s
needs, his strong and weak points, and the strong and weak points of
competitors. By being active in the negotiation process an experienced
negotiator can build up information in order to gain relative power. This can be
done by asking the other party questions. It can also be done by giving
conditional answers such as“If you agree to pay cash . . . then we can consider
looking at our price”, or “What if we agree to pay cash perhaps then you can
lower the price by 5%".

The Face-to-Face Negotiation Stage

Who Within the Firm Should Negotiate? A difficult question arises
regarding who should conduct negotiations whenever a deal isto be madein a
new market. Who is the most appropriate person to hammer out a particular
dea? In fact, persons involved in international business negotiation can do
more harm than good if they lack an integrated knowledge of their own firm
and the objective of the deal. Whoever is selected for negotiations must have a
good grasp of the deal’s implications. This is especially true when long-term
relationships are being discussed. One way to minimize this risk is to appoint
a negotiation team, where the key members are selected from different
departments.

Expendable Person It is important for management to redlize that the
selected person(s) should be expendable without creating organizational
problems. When replacement is necessary, management must be able to escape
deadlock. Sometimes negotiations and in an impasse and you may have to start
with new players. It is also possible that the selected negotiators and the other
party cannot reach a meeting of mindsif thereis a clash of persona chemistry.
It may become necessary to change negotiators in such situations. This
discussion gives rise to another question. From which level should the
executives for the negotiations be chosen? In most countries, parties expect to
negotiate with members of equal status. The managing director from one side
expects to negotiate with his counterpart. It is advisable that firms match like
with like.

Individuals vs. Teams Parties need to consider not only who should
represent the company but also the number of negotiators, i.e. whether one goes
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for individual or team negotiations Team negotiation affords marketers the
opportunity to benefit from the advice and guidance of many participants. It is
difficult for asingleindividual to be adept in al kinds of commercial, technical
and legal issues. The best way however, isto conform to the opposite party. If
the opposite side is coming with a team, we should also send a team.

What Makes a Good Negotiator? A number of studies identify character-
istics of a good negotiator. Ikle defined a good negotiator as one having a
“quick mind but unlimited patience, know how to dissemble without being a
liar, inspire trust without trusting others, be modest but assertive, charm others
without succumbing to their charm, and possess plenty of money and a
beautiful wife while remaining indifferent to all temptations of riches and
women” (Ikle 1964). A marketer’s personality and social behavior are of equa
importance to social contacts and forma negotiation in many emerging
countries.

Depending upon their behavior, negotiators are often grouped into different
categories, such as bullies, avoiders or acceptors. Bullies want to threaten,
push, demand or attack. Avoiders like to avoid conflicting situations and hide
in fear of making a wrong decision or being held responsible. They will
normally refer to their superiors for a final decision, “I have to call my head
office ...”. Acceptors aways give a very positive answer and say “Yes’ to
almost anything, which makes it difficult to realize which “Yes’ is“Yes’ and
which “Yes’ is“Maybe’, and whether they will be able to deliver what they are
promising or not. The best way to handle these behavior typesisto first identify
them and then confront them by drawing alimit, helping them feel safe and by
asking them how and when they would be able to do what they are promising.

Patience It isessential to know the negotiators precise authority. In Eastern
Europe and China, one team may negotiate one day, followed by a fresh team
the next day. When this process is repeated a number of times, it becomes very
difficult for negotiators to establish who is the negotiating party and who has
the final authority. One of the characteristics of a good negotiator is the ability
to discover the timetable of the other party and alow plenty of time for the
negotiation process. It is usualy not feasible to expect to fly to a distant
country, wrap things up and be home again in a week. Nor is it reasonable to
coerce a party that is not ready to reach a decision. Negotiations with emerging
market customers take a long time! Patience and time are the greatest assets a
negotiator can have while negotiating with customers from these markets.
Some negotiators take their time, discussing all issues and justifying their role
through tough negotiations.
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Negotiators must be in a position to change their strategies and arguments,
as the process of negotiation is highly dynamic. They must be flexible. The
other party will often ask questions, probing the seller's weaknesses, just to
provoke and obtain more concessions. It isimportant to keep calm and find out
first if the questions asked are relevant and justified. Negotiators can use thisin
their favor if questions are not justified and the buyer has wrong information.
A good negatiator is not just a person who can conclude an apparently good
contract for the company or one who can arrive at a contract in a short time. A
good negotiator is one whose agreements lead to successful implementation.

The Post-Negotiation Stage

What is a Good Outcome? A good agreement is one which leads to
successful implementation. There are many examples of firms getting into
trouble because they could not implement the contract conditions of a
particular deal. Therefore, in some cases, no agreement may be a better
outcome for the firm. A good outcome benefits both parties and does not make
either party feel that it has aless advantageous contract. Sometimes negotiators
want to avoid specifying some issues and want to keep them ambiguous. It is
important to understand that on the one hand, ambiguity can lead to reopening
of the conflict later on, in the implementation stage, and on the other hand, if
we want to specify such issues, it might prolong the negotiation process or
prevent an agreement. Sometimes, this ambiguity is unintended, whereas, on
other occasions, it is intentionally deployed to speed up the process or to give
the impression that the particular issue needs to be re-negotiated (Ikle 1964).

It is normally considered that a good business deal is one which provides
financial gains. But what were the objectives of the firm when it decided to
enter into negotiations? Was it the present deal which was most important or
was it future business? The outcome must be related to the firm’s objectives. If
the objectives have been met then it is a good outcome. A successful
negotiation is not a question of “win-lose” but a problem-solving approach to
a“win-win” outcome.

The main purpose of the contract is to avoid misunderstandings and trouble
in the future. The agreement should foster relationship development and be
flexible enough to deal with expected or unexpected future changes. The
language and terminology used in the contract must be simple and clear. It must
not be necessary to seek legal help every time the contract is consulted.



Chapter 2

Vis-a-vis: |nternational Business
Negotiations

John L. Graham

“All yagottado is act naturaly . ..
Ringo Starr

The Russian Kiss (M oscow)

What an adventure. It was 1989, and thiswas my last night in town after a two-
week stay. The Mezh (Mezhdunarodnaya Hotel) had been comfortable for the
first week. But | till wasn't over my jet lag by the time | got to the Sputnik
Hotel for week two. There's an eleven-hour time difference between Irvine and
Moscow. And nothing gets better at the Sputnik. The food, furniture, linens,
laundry, electrical power and plumbing were al ... well, intermittent is the
kindest adjective | can use. In thefifties I’'m sure the Sputnik was a nice place.
In fact, in the fifties, Moscow was probably a nice place. Now it isn’t nice, but
it isinteresting.

Despite my personal problems with the business infrastructure in Moscow,
my work had gone well and my host, Leonid, had dragged me out once again
for a bit of a going-away party. This time it was the Russian equivaent of the
Ed Sullivan Show, but staged in a huge smoke-filled, booze-guzzling
restaurant. There were singers, dancers, jugglers, and fire-eaters. Most were
scantily clad, but al were very talented in their specialties. Most impressive
was the speed at which the big roller skater twirled his petite partner. They
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looked more like a NASA maximum-gravity experiment or perhaps a new
cosmonaut launching system Thankfully he didn’t lose his grip.

Between the acts came the food, oceans of it including wave after wave of
a greasy sliced salami and sliced cucumbers. Lots of cucumbers — obviously
Cucumbers ship well, even over Russian roads. And there was absolutely no
reason to smoke at dinner. The concentration of Winston and Marlboro smoke
floating free in the air was far greater than anyone could possibly suck out of
the end of any one cigarette. And the alcohol — relentless toasting. Thick
red wine, volumes of vodka, and Moscow beer. Whatever you put your
hand on first was fine. | had asked about the red-label Moscow beer the first
time it was served to me in the Cosmos Hotel two weeks earlier, “Is this the
most popular brand?” My hosts had al gotten a good laugh at my free-
enterprise naivete — one replied, “Yes, it's not only the most popular, in fact
it's the only brand!”

The two weeks had been atest of my physical stamina, a big change from
decaf, cappuccinos and huevos rancheros in seaside patio cafes in California.
| had entertained these same comrades in Newport Bearch and Disneyland, and
now they were returning the favor. Good friends and colleagues, all wonderful
people. Despite the partying or perhaps because of the partying, | was feeling
quite at home, quite comfortable with these Russians. Remarkable. And then he
kissed me. In saying good-bye to me at my hotel, Leonid wrapped his big arms
around me, gave me a big hug, and planted his lips right on my cheek!

Now | know that Russian men kiss each other on the cheeks. I've seen
Doctor Zhivago in the theaters and newspaper pictures of even Khrushchev or
Gorbachev issuing kisses of greeting. The French do the same thing, although
| assume there's a difference in technique. And after al, | teach and/or write
about this “cultural difference stuff” every day. Manners of greeting vary from
country to country.

And now my quandary? Do | kiss Leonid back? And if | do, how do | doit?
After al, how hard you squeeze someone's hand says alot in the United States.
In Japan the intricacies of bowing properly are learned only after years of
practice. Back in the States there are all kinds of kisses — pecks, smooches,
wet ones, french ones, passionate and passionless, even “sucking face’. This
Russian kiss included much more lip than the typical touching of cheeks | had
experienced in greeting women in Brazil, France and Spain. Would a peck be
impersona? But if | do it wrong, | can just picture Leonid getting into the cab,
rubbing his cheek with his coat sleeve, and cursing those “sloppy Americans’.
Ringo’'swords, “All ya gottado isact naturally”, simply didn’t help me on that
Moscow street in front of the Sputnik Hotel.



Vis-a-vis: International Business Negotiations 25
Marlin Fishing in Brazil (Rio de Janeiro)

Having a big fish on the end of the line can be quite exciting. It can also be a
lot of work — back-breaking, muscle-cramping exasperation. The worst is
when you've finally maneuvered that trophy close to the boat, and again your
fishing reel begins to sing. There he goes again, down with your monofilament
line playing out through the eyes of your arching pole to the dark blue depths.
Once again, you'll have to begin the exhausting tedium of bringing him back
to the boat.

I’ve seen this drama played out in a boat off Baja. I've aso seen this drama
played out in an oflfice tower in Rio de Janeiro. In the latter case, the role of
the fisherman was filled by a young vice-president of amajor East Coast bank,
and the role of the big fish was enacted by his Brazilian client.

It was a hot afternoon in February and all four of us were sweating because
the air conditioning had gone out. Two representatives of the Bank of Boston
were caling on the Brazilian financial manager of the local offfice of Solar
Turbines (now a Division of Caterpillar Tractor Co.). | had been given
permission by the top management at Solar to observe this meeting and several
others in Brazil and other countries as part of my studies of international
negotiation styles. Because | had previously worked at Solar, | was presented
as an employee, which made it possible to observe unobtrusively.

The American bankers were in Brazil to present a new set of financial
services developed specifically for branch offfices of American companies in
other countries. The junior Bank of Boston executive had been in Rio for more
than two years. He spoke some Portuguese and had caled on the client
previously. Their relationship seemed quite positive. The vice-president, having
recently been made responsible for the Rio de Janeiro branch, had come to
Brazil for thefirst time to meet the people and to convey some of the particulars
of the “new product options’ to potential customers and his staff.

Because of the heat, the senior American refused the offered cup of coffee.
Now | would be the first to agree that Brazilian coffee isakiller. More than one
small espresso-sized cup and both your collar and shoes begin to feel too tight.
In fact, the Brazilians who visit the U.S. call our strongest, blackest brew “tea’.
But refusing the coffee was only the banker’s first mistake. There would be
others.

Introductions were made. The talk began with the usual “How do you like
Rio?" questions — “have you been to | panema, Copacabana, Corcovado, . . .7’
We also talked about the flight down from New York, “Did you stop in Bahia?’
After about five minutes of this chatting, the senior American quite



26 John L. Graham

conspicuously glanced at his watch, and then asked his client what he knew
about the bank’s new services.

“A little”, responded the Brazilian. The senior American whipped a brochure
out of his briefcase, opened it on the desk in front of the client, and began his
sales pitch.

After about three minutes of “fewer forms, electronic transfers, and reducing
accounts receivables’, the Brazilian jumped back in, “Yes, that should make us
more competitive . . . and competition is important here in Brazil . . . in fact,
have you been following the World Cup football (soccer) matches recently,
great games . . " And so the reel began to whir, paying out that monofilament,
right there in that hot high-rise office.

Given a few minutes dissertation on the local football teams, Pele, and why
futbol wasn’t popular in the United States, the American started to try to crank
the Brazilian back in. The first signal was the long look at his watch, then the
interruption, “Perhaps we can get back to the new services we have to offer”.

The Brazilian did get reeled back into the subject of the sale for a couple of
rninutes, but then the reel started to sing again. This time he went from
effficient banking transactions to the nuances of the Brazilian financial system
to the Brazilian economy. Pretty soon we were al talking about the world
economy and making predictions about the U.S. presidential elections.

Another ook at his Rolex, and the American started thislittle “ sport fishing”
ritual all over again. From my perspective (I wasn't investing time and money
toward the success of this activity), this all seemed pretty funny. Every time the
American VP looked at his watch during the next 45 minutes, | had to bite my
cheeks to keep from laughing out loud. He never did get to page two of his
brochure. The Brazilian just wasn't interested in talking business with someone
he didn’'t know pretty well.

My guess is that the local American bank representative had told his boss
that the best you can expect to accomplish in a first meeting with a Brazilian
is to establish a good rapport. Maybe this can be done in five minutes in the
States, but it takes much longer in most other countries, especially Brazil. The
timeit takes to sip that first canister of caffeine is the bare minimum. Then you
should really forget about technical business talk at the first meeting.

Probably the VP actually heard the advice. Perhaps he really didn’t
comprehend its importance and he realy didn't appreciate how rude this
American “let’s-get-down-to-business’ attitude can appear to foreigners. Or
more likely, even if he was trying to adapt to Brazilian customs, it's not so easy
to not “act naturally”. That's because much of our “acting” in such
interpersonal situations is unconscious behavior.
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That Brazilian never did get close to the boat, and it was not clear that the
local rep could fix things after the VP returned to Boston. When the two of
them left the Brazilian summed up the meeting, “ Some of these Americans are
unbelievable! At least most of the people | work with in this company know
how things work outside the States’.

Glimpsesin an Aisatsu (Tokyo)

It is not so much that speaking only English is a disadvantage in international
business. Instead, it's more that being bilingual is a huge advantage. My notes
from sitting in on an Aisatsu (a meeting or formal greeting for high-level
executives typical in Japan) involving the president of a large Japanese
industrial  distributor and the marketing vice-president of an American
machinery manufacturer are instructive The two companies were trying to
reach an agreement on along-term partnership in Japan.

Business cards were exchanged and formal introductions made. One of his
three subordinates acted as an interpreter for the Japanese president, even
though the president spoke and understood English. The president asked us to
be seated. The interpreter sat on a stool between the two senior excecutives.
The general attitude between the parties was friendly but polite. Tea and a
Japanese orange drink were served.

The Japanese president controlled the interaction completcly, asking
guestions of al of us Americans through the interpreter. Attention of all the
participants was given to each speaker in turn. After this initial round of
questions for al the Americans' the Japanese president focused on developing
a conversation with the American vice-president. During this interaction an
interesting pattern in nonverbal behaviors developed. The Japanese president
would ask a question in Japanese. The interpreter then translated the question
for the American vice president. While the interpreter spoke, the American’'s
attention (gaze direction) was given to the interpreter. However, the Japanese
president’'s gaze direction was a the American. Therefore, the Japanese
president could carefully and unobtrusively observe the American’'s facial
expressions and nonverbal responses. Additionally’ when the American spoke,
the Japanese president had twice the response time. Because he understood
English, he could formulate his responses during the trandlation process.

What's this extra response time worth in a strategic conversation? What's it
worth to be carefully able to observe the nonverbal responses of your top-level
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counterpart in a high-stakes business negotiation? Later in the article I'll talk
more about some of the other strategic and tactical advantages of knowing
more than one language. But for now, my point is a simple one — bilingualism
is not a natural characteristic for Americans, and thereby we afford our
competitors with greater language skills a natural advantage in international
commerce.

The Importance of Culture (New Jersey)

A few years ago | attended a conference on international business alliances
sponsored by the Rutgers and Wharton Business Schools. Now you New
Yorkers probably see a Jerseyjoke coming (culture in New Jersey?) but the
keynote speaker at the conference started out a bit differently.

“You've al heard the story about the invention of copper wire — two
Dutchmen got a hold of a penny”. This bit of anecdotage was served up during
a dinner speech by the American president of a joint venture owned by AT& T
and Philips. At one level the story is a friendly gibe, although the professor
from the Netherlands sitting at our table didn’t appreciate the American’'s
remarks in general or the ethnic joke in particular. Indeed, at another level the
story is stereotyping of the worst sort.

However, at an even deeper level there is an important lesson here for al
managers of international commercial relationships. Culture can get in the way
The American president was in his “humorous’” way attributing part of the
friction between him and his Dutch associates to differencesin cultural values.
He might have blamed personality differences or clashing “corporate” cultures,
but instead he identified national cultural barriers to be a major diffficulty in
managing his joint venture. And athough | also did not appreciate his humour,
| certainly agree that cultural differences between business partners can cause
divisive, even decisive problems.

Kathryn Harrigan at Columbia University suggests that a crucial aspect of
international commercia relationships is the negotiation of the original
agreement. The seeds of success or failure are often sown fact-to-face at the
negotiating table, where not only are financial and legal details agreed but also,
and perhaps more important, the ambience of cooperation is established.
Indeed, as Harrigan indicates, the legal details and the structure of international
business ventures are almost aways modified over time, and usually through
negotiations. But the atmosphere of cooperation established initially face-to-
face at the negotiation table persists or the venture fails.
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Plan for this Chapter

“Okay, so Americans don’t know how to return Russian kisses, we look at our
watches too much, we just barely passed Spanish Il in high school, and we tell
bad jokes. So what?’

Although at this point it may seem so, this chapter is not about American
bashing. You don’t need me for that. There are more objective sources. | ran
across this quote in Expansion, a Spanish business newspaper: “Los mejores
negociadores son los japoneses, capaces de pasarse dias intentando conocer a
su oponente. Los peores, 10s norteamericanos, que peinsan que las cosas
funcionan igual que en su pais en todas partes’ (29 November 1991: 41).
Roughly trandlated, this says, “The best negotiators are the Japanese because
they will spend days trying to get to know their opponents. The worst are
Americans because they think everything works in foreign countries as it does
in the USA”. Part of the reason I've included this quote is it balances out the
aforementioned “penny stretching crack”. That is, Samfrits Le Poole, the
quoted author of How to Negotiate with Success, is Dutch. And | always listen
to the Dutch guys. As a national group they have the best international skills.
It seems they all speak about five languages and have lived in as many
countries.

Certainly there are some Americans who are very effective in international
business negotiations. And in some circumstances the best prescription might
be something we call an American approach. However, in the pages to follow
| must be critical at times, because a secondary purpose of this chapter isto get
you to change your behavior. But usually meaningful changes in behavior take
both time and many contacts with your foreign counterparts. In fact, the best
way to learn to behave appropriately in aforeign country is by letting yourself
unconscioudly imitate those with whom you interact frequently. And a
penchant for careful observation isalso crucial. Hopefully, this article will help
you sharpen your observation skills.

The primary purpose of this chapter is to make you aware of the multiple
ways cultural differences in values and communication styles can cause serious
misunderstandings between otherwise positively disposed business partners.
And many of these problems manifest themselves in face-to-face meetings at
the international negotiation table. For example, a silent Japanese doesn’t
necessarily mean reticence and a Spaniard’s frequent interruptions shouldn’t
communicate rudeness to you. And if that aforementioned Japanese president
spoke English, why didn't he use it? Was that Brazilian incompetent, a futbol
freak, or what? And what does it mean to be kissed by your Russian business
partner?
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| cannot answer all of these questions here. Clearly, after you have finished
the chapter, you'll still have more work to do. It will be your responsibility to
deepen your understanding of cultural differences by asking your clients and
partners directly about the strange things they do that weren't mentioned in
Graham’s article. Such informal interaction in afriendly place and in afriendly
way will in the long run be far more important than any article, book or course
on this subject, including mine!

Negotiation Stylesin Other Countries

During the last 15 years, a group of colleagues' and | have systematically
studied the negotiation styles of business people in 16 countries (18 cultures)
— Japan, Korea, Taiwan, China (northern and southern), Hong Kong, the
Philippines, Russia, Czechoslovakia, Germany, France, the United Kingdom,
Spain, Brazil, Mexico, Canada (Anglophones and Francophones), and the
United States. More than 1,000 business people have participated in our
research. | chose these countries because they comprise America’'s most
important present and future trading partners. I'd very much like to study
negotiation styles in Tahiti, but, a the moment, we don’t do much business
there.

| have learned two important lessons by looking broadly across the several
cultures. Thefirst, | no longer generalize about regions. Had you asked me ten
years ago, “Do Koreans and Japanese negotiate in the same way?’, | would
have responded, “| suppose so, they're both Oriental cultures’. Anyone who
has negotiated in both places knows the folly in that naivete. Indeed, the
Japanese and Korean styles are quite similar in some ways, but, in other ways,
they couldn’t be more different. So now | talk about one country at atime, and

1 Over the past 15 years, agroup of colleagues and | have been gathering data for this research The
following institutions and people have provided crucia support for the research for this article:
U.S. Department of Education, Toyota Motor Sales USA, Inc.; Solar Turbines, International (a
division of Caterpillar Tractors Co.); the Faculty Research and Innovation Fund and the
International Business Educational Research (IBEAR) Program at the University of Southern
California; Ford Motor Company; The Marketing Science Institute; Madrid Business School; and
Professors Nancy J. Adler (McGill UniverSity), Nigel Campbell (Manchester Business School), A
Gabriel Esteban (University of Houston, Victoria), Leonid |. Evenko (Russian Academy of the
National Economy), Richard H. Holton (University of California, Berkeley), Alain Jolibert
(Universite de Sciences de Grenoble), Dong Ki Kim (Korea University), C. Y. Lin (National Sun-
Yat Sen University), Hans-Gunther Meissner (Dortmund University), Alena Ockova
(Czechoslovak Management Center), Sara Tang (Mass Transit Railway Gorporation, Hong Kong),
and Theodore Schwarz (Monterrey Institute of Technology).
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even then the locals will always advocate within-country regional differences.
For example, the Spaniards at my last seminar in Madrid told me the best
negotiators in Spain are from Valencia, because of the persistent mercantile
influence of the ancient Phoenicians. Now that’s a stretch! But the point is, they
see a difference between behaviors typical in Madrid and Valencia.

The second lesson from the list of countriesis that Japan is a strange place.
| don’'t mean that in a negative way. It's just that on almost every dimension of
negotiation style we consider, the Japanese are on or near the end of the scale.
Sometimes, we Americans are on the other end. Recal Le Poole's earlier
comment. But, actually, most of the time we Americans are somewhere in the
middle. You'll see this evinced in the data we present later in the article. The
Japanese approach, however, is most distinct, even unique.

The methods of our studies include a combination of interviews with
experienced executives from both sides of the table; field observations of
business negotiations in most of the countries listed; behavioral science
laboratory simulations. (See box 1 for details regarding the simulations.) The
integration of these approaches alows a “triangulation” of our findings — that
is, we can compare results across research methods. Indeed, we have found
mostly consistency across methods, but we have also discovered discrepancies.
For example, when we interviewed Americans who had negotiated with
Japanese, their comments were consistent with those of Van Zandt (1970),
“Negotiations take much longer”. And, when in the behaviora science
laboratory we match American negotiators with Japanese, the negotiations take
longer (an average of about 25 minutes for Americans with Americans, 35
minutes for Americans with Japanese). So, in this respect, our findings are
consistent for both interviews and laboratory observations. When we talk with
Americans who have negotiated with Japanese, universally they describe them
as being “poker-faced”, or as displaying no facial expressions. However, in the
laboratory simulations, we focused a camera on each person’s face and
recorded all facial expressions. We then counted them, finding no difference in
the number of facial expressions (smiles and frowns). Apparently, Americans
are unable to “read” Japanese expressions, and they wrongly describe Japanese
as expressionless. Thus, discrepancies demonstrate the value of balancing and
comparing research methods and results.

A Hierarchy of Problems

We find that cultural differences cause four kinds of problems in international
business negotiations:
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(1) Language

(2) Nonverbal behaviors

(3) Values

(4) Thinking and decision-making processes.

The order is important. As you go down the list, the problems are more
serious because they are more subtle. Both negotiators notice immediately if
one is speaking Japanese and the other German. The solution to the problem
may be as simple as hiring an interpreter or talking in a common third
language, or it may be as diffficult as learning a language. But the problem is
obvious.

Box 2.1

The participants in the study included business people from 18 cultures. There
were at least forty in each group. All have been members of executive education
programs or graduate business classes, and all have at least two years' business
experience in their respective countries. The average age of the 1,066 participants
was 35.2 years, and the average work experience was 11.2 years.

We asked participants to play the role of either a buyer or a seller in a
negotiation simulation. In the case of the Japanese and Americans, three kinds of
interactions were staged: Japanese/Japanese, American/American, and Amer-
ican/Japanese. In the other countries, only intracultural negotiations (that is,
Koreans with Koreans, Brazilians with Brazilians, etc.) were conducted. The
negotiation game involved bargaining over the prices of three commodities. The
game was simple enough to be learned quickly but complex enough to provide
usually one-half hour of face-to-face interaction (Kelley 1966).

Following the simulation, results were recorded and each participant was
asked to fill out a questionaire that included questions about each player's
performance and strategies and his’her opponent’s strategies. The profits attained
by individuals in the negotiation exercise constituted the principal performance
measure. We used a variety of statistical techniques to compose the results of the
several kinds of interactions.

Finally, we videotape-recorded some of the exercises for further analysis.
Severa trained observers then documented the persuasive tactics negotiators
used, as well as a number of nonverbal behaviors (facial expressions, gaze
direction, silent periods, etc.). Each of the Japanese and American participants
was also asked to observe higher own interaction and to interpret events and
outcomes from his/her own point of view. Each participant’s comments were tape
recorded and transcribed to form retrospective protocols of the interaction. Here,
aso, we employed a variety of statistical techniques in the analysis, aswell as a
more inductive, interpretive approach.
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Alternatively, cultural differences in nonverbal behaviors are almost always
hidden below our awarenesses. That is, in a face-to-face negotiation, we
nonverbally give off and take in a great deal of information, and some argue
that such information is the more important exchanged. Almost all this
signaling goes on below our levels of consciousness, and when the nonverbal
signals from our foreign partners are different, we are most apt to misinterpret
them without even being conscious of the mistake. When the French client
consistently interrupts, we tend to feel uncomfortable without noticing exactly
why. In this manner, interpersona friction often colors business relationships,
goes on undetected and, consequently, uncorrected. Differences in values and
thinking processes are hidden even deeper and therefore are even harder to
cure.

Problems at the Level of Language

| finally found a country worse at foreign languages than the United States. At
aseminar in Melbourne, the Australians all agreed that they were worse. Being
“so far” from everyone else, foreign languages were given little attention in
their educational system. But even if we're not worse than the Aussies, we're
clearly down at the bottom of the languages list along with them. | must add
that recently American undergrads have begun to see the light and are flocking
to language classes. Unfortunately, we don't have the teaching resources to
satisfy the demand, so we'll stay behind for some time to come.

It's also fascinating to learn that the Czechs are now throwing away a hard-
earned competitive advantage. Young Czechs won't take Russian anymore. It's
easy to understand why, but the result will be a generation of Czechs who can't
leverage their geographic advantage because they won't be able to speak to
their neighbors to the East. However, even more appalling is my own
university’s contemplated elimination of the Russian language program. Thisis
short-sightedness at its worst.

I've already mentioned the language problem in the Aisatsu. The most
common complaint | hear from American managers, however, regards foreign
clients and partners breaking into side conversations in their native languages.
Americans hate it. At best, we see it as impolite, and, quite naturally, we are
likely to attribute something sinister to the content of the foreign talk — they’re
plotting or telling secretsor . . .

This is our mistake. We've videotaped and translated many such conversa-
tions, and their usua purpose is to straighten out a trandation problem.
For instance, one Korean may lean over to another and ask, “What'd he say?’
Or, the side conversation can regard a disagreement among the foreign
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team. Both circumstances should be seen as positive signs by Americans,
because getting trandlations straight enhances the efficiency of the interactions
and concessions often follow internal disagreements. But because most
Americans speak only one language, we can’t appreciate either circumstance.
By the way, | always advise foreigners to give Americans a brief explanation
of the content of their first few side conversations to assuage the sinister
attributions.

Data from our simulated negotiations are aso informative. Using the
approach detailed in Graham (1985), we studied the verba behaviors of
negotiators in thirteen of the cultures (six negotiators in each of the ten groups
were videotaped). The numbers in the body of Table 2.1 are the percentages
of statements that were classified into each category. This is, 7% of the
statements made by Japanese negotiators were promises, 4% were threats
20% were questions, and so on. The verbal bargaining behaviors used
by the negotiators during the simulations proved to be surprisingly similar
across cultures. Negotiations in al ten cultures studied were comprised
primarily of information-exchange tactics questions and self-disclosures.
However, it should be noted that once again the Japanese appear on the end of
the continuum of self-disclosures. Their 34% (along with the Spaniards and the
Anglophone Canadians) was the lowest across al thirteen groups, suggesting
that they are the most reticent about giving information.

Consider for amoment the complexity of this part of our work. Six business
people in each culture played the same negotiation game in their native
languages, we videotaped each negotiation, transcribed, transated, and
classified each statement made into one of twelve categories, calculated
percentages and averaged across the six negotiators. And look how similar are
the verbal tactics used across the cultural groups!

Nonverbal Behaviors

Reported in Table 2.2 are the analyses of some linguistic aspccts and nonverbal
behaviors for the thirteen videotaped groups, as in Graham (1985). While our
efforts here merely scratch the surface of these kinds of behaviora analyses,
they still provide indications of substantial cultural differences. Note that, once
again, the Japanese are at or next to the end of almost every dimension of thc
behaviors listed in Table 2.2. Their facial gazing and touching are the least
among the thirteen groups. Only the northern Chinese used the words “no” less
frequently and only the Russians used more silent periods than did the
Japanese.



Table 2.1: Verbal negotiation tactics (the “what” of communications).

Cultures
(in each group, n=6)

Bargaining Behaviors and
Definitions
(Anglemar & Stern 1978) JPN KOR TWN CHN* RUSS GRM U.K. FRN SPN BRZ MEX FCAN ECAN USA

Promise. A statement in which 71 4 9 6 5 7 117 5 11 3 7 8 6 8
the source indicated his intention

to provide the target with a

reinforcing conseguence which

source anticipates target will

evaluate as pleasant, positive, or

rewarding

Threat. Same as previous, 4 2 2 1 3 3 3 5 2 2 1 3 0 4
except that the reinforcing

consequences are thought to be

noxious, unpleasant, or

punishing

Recommendation. A statement 7 1 5 2 4 5 6 3 4 5 8 5 4 4
in which the source predicts that

a pleasant environmental

consequence will occur to the

target, Its occurence is not under

source’s control
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Table 2.1: Continued.

Bargaining Behaviors and
Definitions
(Anglemar & Stern 1978)

Cultures
(in each group, n=6)

JPN KOR TWN CHN*

RUSS GRM UK. FRN SPN BRZ MEX FCAN ECAN USA

Warning. Same as
recommendation, except that the
consequences are thought to be
unpleasant

Reward. A statement by the
source that is thought to create
pleasant consequences for the
target

Punishment. Same as reward,
except that the consequences are
thought to be unpleasant
Positive normative appeal. A
statement in which the source
indicates that the target’s past,
present, or future behavior was
or will be in conformity with
social norms

1 3 2 1

1 5 1 0

1 1 0 1

weyeso Tuyor  9¢



Table 2.1: Continued.

Cultures
(in each group, n=06)

Bargaining Behaviors and
Definitions
(Anglemar & Stern 1978)

JPN KOR TWN CHN* RUSS GRM UK. FRN SPN BRZ MEX FCAN ECAN USA

Negative normative appeal. 3 2 1 0 0 1 1
Same as positive normative

appeal except that the target’s

behavior isin violation of social

norms

Comttitment. A statement by 15 13 9 10 11 9 13
the source to the effect that its

future bids will not go below or

above a certain level

Self-disclosure. A statementin = 34 36 42 36 40 47 39
which the source reveals

information about itself

Question. A statementinwhich 20 21 14 34 27 11 15
the source asks the target to

reveal information about itself

10

42

18

17

39

22

38

27

42

19

14

26

13

36

20
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Table 2.1: Continued.

Cultures
(in each group, n=6)

Bargaining Behaviors and
Definitions
(Anglemar & Stern 1978) JPN KOR TWN CHN* RUSS GRM UK. FRN SPN BRZ MEX FCAN ECAN USA

Command. A statement in 8 13 11 7 7 12 9 9 17 14 7 5 10 6
which the source suggests that

the target perform a certain

behavior

* northern China (Tianjin and environs)
T Read “7% of the statements made by Japanese negotiators were promises’.

weyelo Tuyor  gg



Table 2.2: Linguistic aspects of language and nonverbal behaviors (“how” things are said).

Cultures
(in each group, n=6)

Bargaining Behaviors
(per 30 minutes) JPN KOR TWN CHN* RUSS GRM U.K. FRN SPN BRZ MEX FCAN ECAN USA

Structral Aspects

“No’'s” The number of timesthe 1.9 74 59 15 23 67 54 113 232 419 45 70 101 45
word “no” was used by each

negotiator.

“You's” The number of times 315 342 366 268 236 397 548 702 733 904 563 724 644 541
the word “you” was used by

each negotiator.

Nonver bal Behaviors

Silent Periods. Thenumber of 25 0 0 23 37 0 25 10 O 0 11 0.2 29 17
conversational gaps of 10

seconds or longer

Conversational Overlaps. 6.2 220 123 171 133 208 53 207 280 143 106 240 170 51
Number of interruptions
Facial Gazing. Number of 39 99 197 111 87 102 90 160 137 156 147 188 104 100

minutes negotiators spent
looking at opponent’s face

6S  SuoIenoBoN Sseuisng [euolfeuRIU| SIA-B-SIA



Table 2.2: Continued.

Cultures
(in each group, n=06)

Bargaining Behaviors (per 30
minutes) JPN KOR TWN CHN*

RUSS GRM UK. FRN SPN BRZ MEX FCAN ECAN USA

Touching. Incidents of 0 0 0 0
bargainers touching one another
(not including handshaking)

0 0 0 01 o0 47 0 0 0 0

* Northern China (Tianjin and environs)

weyel “Tuyor o
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A broader examination of the data in the Tables reveals a more meaningful
conclusion. That is, the variation across cultures is greater when comparing
linguistic aspects of language and nonverba behaviors than when the verbal
content of negotiations is considered. For example, notice the great differences
between Japanese and Brazilians in Table 2.1 vis-a-vis Table 2.2,

Summary Descriptions Based Upon the Videotapes Following are further
descriptions of the distinctive aspects of each of the thirteen cultural groupswe
have videotaped. Certainly, we cannot draw conclusions about the individual
cultures from an analysis of only six business people in each, but the suggested
cultural differences are worthwhile to consider briefly:

» Japan. Consistent with most descriptions of Japanese negotiation behavior
in the literature, the results of this analysis suggest their style of interaction
is among the least aggressive (or most polite). Threats, commands, and
warnings appear to be de-emphasized in favor of the more positive promises,
recommendations, and commitments. Particularly indicative of their polite
conversational style was their infrequent use of “no” and “you” and facial
gazing, as well as more frequent silent periods.

e Korea. Perhaps one of the most interesting aspects of this study is the
contrast of the Asian styles of negotiations. Non-Asians often generalize
about the Orient. Our findings demonstrate that this is a mistake. Korean
negotiators used considerably more punishments and commands than did the
Japanese. Koreans used the word “no” and interrupted more than three times
as frequently as the Japanese. Moreover, no silent periods occurred between
Korean negotiators.

e China (northern). The behaviors of the negotiators from northern China
(i.e. in and around Tianjin) are most remarkable in the emphasis on asking
guestions at 34%. Indeed, 70% of the statements made by the Chinese
negotiators were classified as information exchange tactics. Other aspects of
their behavior were quite similar to the Japanese — the use of “no” and
“you” and silent periods.

e Taiwan. The behavior of the business people in Taiwan was quite different
from that in China and Japan but similar to that in Korea. The Chinese on
Taiwan were exceptional in the time of facial gazing, on the average almost
20 out of 30 minutes. They asked fewer questions and provided more
information (self-disclosures) than did any of the other Asian groups.

¢ Russa. The Russians style was quite different from that of any other
European group, and, indeed, was quite similar in many respects to the style
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of the Japanese. They used “no” and “you” infrequently and used the most
silent periods of any group. Only the Japanese did lessfacial gazing, and only
the Chinese asked a greater percentage of questions.

e Germany. The behaviors of the western Germans are difficult to character-
ize because they fell toward the center of amost all the continua. However,
the Germans were exceptional in the high percentage of self-disclosures at
47% and the low percentage of questions at 11%.

« United Kingdom. The behaviors of the British negotiators are remarkably
similar to those of the Americans in all respects.

e Spain. “Diga’ is perhaps a good metaphor for the Spanish approach to
negotiations evinced in our data. When you make a phone call in Madrid, the
usual greeting on the other end is not “hola’ (hello) but is, instead, “diga”
(speak). The Spaniards in our negotiations likewise used the highest
percentage of commands (17%) of any of the groups and gave comparatively
little information (self-disclosures, 34%). Moreover, they interrupted one
another more frequently than any other group, and they used the terms “no”
and “you”: very frequently.

e France. The style of the French negotiators is perhaps the most aggressive
of all the groups. In particular, they used the highest percentage of threats and
warnings (together, 8%). They also used interruptions, facial gazing and “no”
and “you”: very frequently compared to the other groups, and one of the
French negotiators touched his partner on the arm during the simulation.

e Brazil. The Brazilian business people, like the French and Spanish, were
quite aggressive. They used the highest percentage of commands of al the
groups. On average, the Brazilians said the word “no” 42 times, “you” 90
times, and touched one another on the arm about 5 times during 30 minutes
of negotiation Facia gazing was also high.

e Mexico. The patterns of Mexican behavior in our negotiations are good
reminders of the dangers of regional or language-group generalizations. Both
verbal and nonverba behaviors are quite different than those of their Latin
American (Brazilian) or continental (Spanish) cousins. Indeed Mexicans
answer the telephone with the much less demanding “bueno”. In many
respects, the Mexican behavior is very similar to that of the negotiators from
the United States.

e Francophone Canada. The French-speaking Canadians in our study
behaved quite similarly to their continental cousins. Like the negotiators
from France, they, too, used high percentages of threats and warnings, and
even more interruptions and eye contact. Such an aggressive interaction style
would not mix well with some of the more low-key styles of some of the
Asian groups or with English speakers, including Anglophone Canadians.
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» Anglophone Canada. The Canadians in our study who speak English as
their first language used the lowest percentage of aggressive persuasive
tactics (that is, threats, warnings and punishments totaled only 1%) of all
thirteen groups. Perhaps, as communications researchers suggest, such
stylistic differences are the seeds of interethnic discord as witnessed in
Canada over the years. With respect to international negotiations, the
Anglophone Canadians used noticeably more interruptions and “no’s’ than
negotiators from either of Canada’'s mgjor trading partners, the United States
and Japan.

¢ United States.  Like the Germans and the British, the Americans fell in the
middle of most continua. They did interrupt one another less frequently than
al the others, but that was their sole distinction.

These differences across the cultures are quite complex. Specifically, you
should not use this materia by itself to predict the behaviors of your foreign
counterparts. Please be very careful of the stereotypes. Rather, the key here is
to be aware of these kinds of dfferences so you don’'t misinterpret the Japanese
silence, the Brazilian “no, no, no . . .,” or the French threat.

Differences in Values

It's true what Le Poole said earlier about we Americans presuming that
everyone else in the world shares our values. After al, how could anyone not
see the sense in objectivity, competitiveness, equity, and punctuality?

Objectivity We Americans make decisions based upon the bottom line and
on cold, hard facts. We don’t play favorites. Economics and performance count,
not people. Business is business.

Roger Fisher and Willian Ury have written the single most important book
on the topic of negotiation, Getting to Yes. | highly recommend it to both
American and foreign readers. The latter will learn not only about negotiations
but, perhaps more important, about how Americans think about negotiations.
Fisher and Ury are quite emphatic about “separating the people from the
problem”, and they state, “Every negotiator has two kinds of interests: in the
substance and in the relationship” (p. 20). This advice is probably quite
worthwhile in the United States or perhaps in Germany, but in most places in
the world, their advice is nonsense. In most places in the world, personalities
and substance are not separate issues and can’t be made so.
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For example, look at how important nepotism is in Chinese or Hispanic
cultures. John Kao (1993) tells us that businesses don't grow beyond the
bounds and bonds of tight family control in the burgeoning “Chinese
Commonwealth”. Things work the samc way in Spain, Mexico, and the
Philippines by nature. And, just as naturally, negotiators from such countries
not only will take things personally but will be personally affected by
negotiation outcomes. What happens to them at the negotiation table will affect
the business relationship regardless of the economics involved.

Competitiveness and Equity Our simulated negotiations can be viewed as a
kind of experimental economics wherein the values of each cultural group are
roughly reflected in the economic outcomes. The simple simulation we use
well represents the essence of commercial negotiations — it has both
competitive and cooperative aspects. That is, the “ negotiation pie” can be made
larger through cooperation before it is divided between the buyer and seller.
Our results are summarized in Figure 2.1. The Japanese are the champions
at making the pie big. Their joint profits in the simulation were the highest (at
$9,590) among the eighteen cultural groups. The American pie was more
average-sized (at $9,030), but at least it was divided relatively equitably (51.8%
of the profits went to the buyers). Alternatively, the Japanese (and others) split
their piesin strange ways, with buyers making higher percentages of the profits
(53.8%). The implications of our experimental economics are completely
consistent with our own field work, the comments of other authors, and the
adage that in Japan the buyer is “kinger”. By nature, Americans have little
understanding of the Japanese practice of giving complete deference to the
needs and wishes of buyers. That's not the way things work in America
American sellers tend to treat American buyers more as equals. And the
egalitarian values of American society support this behavior. Moreover, most
Americans will, by nature, treat Japanese buyers more frequently as equals.
Likewise, as suggested by Nakane (1970) and Graham (1981), American
buyers will generally not “take care of” American sellers or Japanese sdllers.
The American emphasis on competition and individualism represented in our
findingsis, in different ways, consistent with the work of both Geert Hofstede,
the guru of international management, and J. Scott Armstrong of the Wharton
School. Hofstede reports that Americans scored the highest among 40 other
cultural groups on his individualism (versus collectivism) scae. Armstrong
reports that “competition-oriented” objectives can have negative effects on
profits. Of course, Adam Smith argued that competition ultimately serves
society. However, in the context of the little society of our negotiation
simulation, Smith’s ideas don’t appear to hold up. Perhaps the reason we hear
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so much about “win-win” negotiations here in the United States is because we
realy haven't learned the lesson well enough yet.

Finally, when we run the numbers on the Japanese and American results, not
only do Japanese buyers achieve higher results than Americans do, but
Japanese sellers ($4,430), compared to American sellers ($4,350), also get
more of the commercial pie, aswell. Interestingly, when | show these numbers
to Americans in my executive seminars, the majority still prefer the American
seller’srole. That is, even though the American sellers make lower profits than
the Japanese, the American managers prefer lower profits if those profits are
yielded from an equitable split of the joint profits. Such an emphasis on equity
is also echoed in a survey of American managers: “A recent Wall Street poll
revealed this potentially destructive side of economic nationalism. Eighty-six
percent of those polled said they would rather have a policy of slower growth
in both countries than a policy of faster growth in both countries if that meant
allowing Japan to take the lead” (Wall Street Journal, 2 July 1990, p. 1).

Punctuality “Just make them wait”. Everyone else in the world knows no
negotiation tactic is more useful with Americans. Nobody places more value on
time. Nobody has less patience when things slow down. Nobody ooks at their
wristwatch more than Americans. Recall our banker in Brazil. Edward T. Hall
(2960) in his seminal writing is best at explaining how the passage of time is
viewed differently across cultures and how these differences most often hurt
Americans. But it is possible to put time to our own uses.

In the mid-1970s, my former company, Solar Turbines Internationa (a
division of Caterpillar), sold $34 million worth of industrial gas turbines and
compressors to the Soviet Union for a natural gas pipeline application. It was
agreed that final negotiations would be held in a neutral location, the south of
France. In previous negotiations, the Soviets had been tough, but reasonable.
But in Nice, the Soviets weren't nice. They became tougher and, in fact,
completely unreasonable.

It took a couple of discouraging days before our people diagnosed the
problem, but once they did, a crucia call was made back to headquarters in
Cdlifornia. Why had the Soviet attitude turned so cold? Because they were
enjoying the warm weather in Nice and weren’t interested in making a quick
deal and heading back to Moscow. The call to California was the key event in
this negotiation. Our people in San Diego were sophisticated enough to allow
our negotiators to take their time.

The routine of the negotiations changed to brief, 45-minute meetings in the
mornings, with afternoons at the golf course, beach, or hotel, making calls and
doing paperwork. Finally, during week four, the Soviets began to make
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concessions and to ask for longer meetings. Why? They couldn’'t go back to
Moscow after four weeks on the Mediterranean without a signed contract. This
strategic reversal of the time pressure yielded a wonderful contract for Solar.

Thinking and Decision-Making Processes

When faced with a complex negotiation task, most Westerners (I will
generalize here) divide the large task up into a series of smaller tasks. Issues
such as prices, delivery, warranty and service contracts may be settled oneissue
at atime, with the final agreement being the sum of the sequence of smaller
agreements. However, in Asia, adifferent approach is more often taken wherein
all the issues are discussed at once, in no apparent order, and concessions are
made on al issues at the end of the discussion. The Western sequential
approach and the Eastern halistic approach do not mix well.

For example, American managers report great difficulties in measuring
progress in Japan. After all, in America, you're half done when half the issues
are settled. But in Japan, nothing seems to get settled. Then, surprise, you're
done. Often, Americans make unnecessary concessions right before agreements
are announced by the Japanese. For example, we know of an American retail
goods buyer traveling to Japan to buy six different consumer products for a
large chain of discount department stores. He told us that negotiations for his
first purchase took an entire week. In the United States, such a purchase would
be consummated in an afternoon. So, by his calculations, he expected to have
to spend six weeks in Japan to complete his purchases. He considered raising
his purchase prices to try to move things along faster. But before he was able
to make such a concession, the Japanese quickly agreed on the other five
products in just three days. This particular businessman was, by his own
admission, lucky in his first encounter with Japanese bargainers.

This American businessman’s near blunder reflects more than just a
difference in decision-making style. To Americans, a business negotiation is a
problemsolving activity, the best deal for both parties being the solution. To a
Japanese businessperson, a business negotiation is atime to develop a business
relationship with the goal of long-term mutual benefit. The economic issues are
the context, not the content, of the talks. Thus, settling any oneissuereally isn't
important. Such details will take care of themselves once a viable, harmonious
business relationship is established. And, as happened in the case of our retail
goods buyer, once the relationship was established — signaled by the first
agreement — the other “details’ were settled quickly.
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American bargainers should anticipate such a holistic approach and be
prepared to discuss all issues simultaneously and in an apparently haphazard
order. Progress in the talks should not be measured by how many issues have
been settled. Rather, Americans must try, to gauge the quality of the business
relationship. Important signals of progress will be:

* higher-level foreigners being included in the discussions;

« their questions beginning to focus on specific areas of the deal;

« a softening of their attitudes and position on some of the issues — “Let us
take some time to study thisissue’;

e a the negotiation tablc, increased talk among themselves in their own
language, which may often mean they’re trying to decide something; and

« increased bargaining and use of the lower-level, informal and other channels
of communication.

Implications for Managers

Having read what I've written so far, it's a wonder that any internationa
business gets done at al! Obviously, the economic imperatives of global trade
make much of it happen despite the potential pitfalls but an appreciation of
cultural differences can lead to even better international commercial transac-
tions. It is notjust business deals but highly profitable business relationships
that are the goal here.

Another reason for our global business successes is the large humber of
skillful international negotiators. These are the managers who have lived in
foreign countries and speak foreign languages. In many cases, they are
immigrants to the United States or have been immersed in foreign culturesin
other capacities. (Peace Corps volunteers and Mormon missionaries are
common examples.) The Thunderbird School in Phoenix has long been a
supplier of managers with international competencies. Thankfully, at more of
our other business schools we are beginning to reemphasize language training
and visits abroad. Indeed, it is interesting to note that the origina Harvard
Business School catalogue of 1908-1909 listed German, French, and Spanish
correspondence within its curriculum.

While | was teaching at the Madrid Business School in 1992, | was most
encouraged to see as the February 10th, cover story of Business Week, “Ford
and Mazda: The Partnership That Works”. Although the article didn’t credit
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directly the training program | helped design? the interviews with Ford people
throughout reflected lessons learned in their Executive Development Center
programme on Japan. Ford does more business with Japanese companies than
any other firm. They own 25% of Mazda, they build a successful minivan with
Nissan, and they buy and sell component parts and completed cars from and to
Japanese companies But perhaps the best measure of Ford's Japanese business
is the 8,000 or so U.S.-Japan round-trip tickets the company buys annually!
Ford has made a large investment in training its managers with Japanese
responsibilities. More than 1,500 of their executives have attended a three-day
program on Japanese history and culture and the company’s Japanese business
strategies More than 700 of their managers who work vis-a-vis with Japanese
have attended a three-day program, “Managing Negotiations: Japan” (they call
it MNJ), designed using many of theideasinYoshi Sano’s and my book, Smart
Bargaining, Doing Business with the Japanese. (See Box 2.2 for testimony
regarding the latter program'’s eff ectiveness.) The program includes negotiation
simulations with videotape feedback, lectures with cultural differences

Box 2.2

Pro-active and direct is the approach Ford uses to develop competence in employees
who interact with the Japanese. This occurs through a variety of practices, including
programs which help Ford personnel better understand the Japanese culture and
negotiating practices and by encouraging the study of the spoken language. By
designing training which highlights both the pitfalls and the opportunities in
negotiations, we increase the chance to “expand the negotiation pie”.

Back in 1988, the key personnel on our minivan team attended one of the first
sessions of the Managing Negotiations: Japan Program at the Ford Executive
Development Center. Our negotiations with the Nissan team improved immediately.
But perhaps the best measure of the usefulness of the MNJ Program is the success
of the Nissan joint-venture product itself. Reflected in the Villager/Quest are
countless hours of effective face-to-face meetings with our Japanese partners.

Not everyone negotiating outside the U.S. has the advantages of in-house training.
However, many sources of information are available, books (particularly on Japan),
periodicals, and colleagues with first-hand experience. To succeed, | believe
negotiators have to be truly interested in and challenged by the international
negotiating environment. Structuring negotiations to achieve win-win results AND
building a long-term relationship takes thoughtful attention and commitment. Joe
Gilmore is the Ford executive in charge of the minivan project with Nissan
(marketed as the Mercury Villager and the Nissan Quest).

2 G. Richard Hartshorn, Antigone Kiriacopoulou, and Bruce Gibb were the other original design
team members.
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demonstrated via videotapes of Japanese/American interactions developed in
our research, and rehearsals of upcoming negotiations. The company also
conducts similar programs on Korea and the Peoples Republic of China.

Despite my own pride in MNJ, | have to credit the broader Japan training
efforts at Ford for their successes. Certainly, we see MNJ alumni exercising
influence across and up the ranks regarding Japanese relationships. But the
organizational awareness of the cultural dimensions of the Japanese business
system was quickly raised by their broader, three-day program.

Please recall my story about the Soviets in Nice. There were two critical
events. First, our negotiators diagnosed the problem. Second, and equally
important, their California superiors appreciated the problem and approved the
investments in time and money to outwait the Russians. So it is that the Ford
programs have targeted not only the negotiators working directly with the
Japanese but also their managers who spend most of their time in Detroit.
Negotiators need information specific to the cultures in which they work. Their
managers back in the United States need a basic awvareness and appreciation for
the importance of culture in international business so that they will be more apt
to listen to the “odd” recommendations coming from their people in Moscow,
Rio, or Tokyo.

Conclusions

In the almost twenty years I've been working in this area, things are getting
better. The “innocents abroad” or cowboy stereotypes of American managers
are becoming less accurate (see Graham & Herberger 1983). Likewise, we
hope it is obvious that the stereotypes of the reticent Japanese or the pushy
Brazilian evinced in our research may no longer hold so true. Experience levels
are going up worldvvide, and individual personalities are important. So you can
find talkative Japanese, quiet Brazilians, and effective American negotiators.
But culture still does, and always will, count. Hopefully, it is fast becoming the
natural behavior of American managers to take it into account. Perhaps Ringo
Starr may yet be right!



Chapter 3

Strategies and Tacticsin International
Business Negotiations

Ramond Saner

We have now staked out the framework for a successful negotiation. We know
our needs. We know exactly what we want. We also have an idea what our
negotiation partner wants of us, and what we can offer him. To put al this
together in a single package will require considerable patience, creativity and
cooperation. First of all, we need to make a careful decision about strategy and
tactics. These are familiar terms, but what exactly is the difference between
them? And above al, which of them is the more important?

Strategy and Tactics

Both are necessary, but a clear distinction needs to be made between them.
Strategy is the overall guideline, indicating the direction we need to take from
our wishes and needs to our objectives. If, given a set of specific interests and
objectives, we choose the wrong strategy, we will be setting a wrong course
from the very start. We would then be very lucky to get where we want to go.
Tactics, on the other hand, always follow after strategy, fleshing it out with
a concrete line of action. If strategy is the thought, then tactics are its
formulation. If we are going to get our message across, both will be necessary
— but the thought comes before the word. Tactics should not be directly
oriented towards the objectives, but towards the strategy. For this reason they
may sometimes take an unexpected turn, which may appear to be at odds with
the general direction we are going. But as long strategy has been served, the
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Figure 3.1: Strategic context of negotiations.

choice of tactic will have been a good one. Nor is the shortest route necessarily
the best — sometimes we first need to overcome an obstacle, or work our way
around it. Any tactic is suitable, as long as it achieves its aim — ideally of
course with the smallest possible expenditure of time and effort. Tactical action
is considerably more flexible that strategy in this regard: it is aso
correspondingly more versatile and adaptable to changing conditions.

Positionsin the Conflict

In the case of strategy, our room for manoeuvre is considerably narrower. Blake
& Mouton (1964) have developed the managerial grid, in which various
management styles are represented. Each position in a conflict can be charted
along two axes: assertion and cooperation. The assertion element describes the
fervour with which someone goes about having his wishes satisfied, while his
readiness to cooperate will bring the interests of the other side into the
equation. We can construct a grid based on these two axes, which alows usto
define five different behaviours in conflict management (see Figure 3.2).

On account of the major significance they have on the course of negotiations,
these positions and their advantages and drawbacks will be discussed in detall
in the sections that follow. The choice of which of the five basic positionsisthe
most appropriate for a given conflict depends on the type of task at hand, the
situation, and the personality of the negotiator (Thomas & Kilmann 1974;
Dupont 1982). Later in the chapter, we shall see how this choiceis made, using
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Figure 3.2: Modes of conflict management.

different examples. So let us start with the five basic positions in a given
conflict.

Competition

To push hard to get what we want may be effective, but it is not cooperative.
Its thrust isto put through our own aims exclusively, without heed to the other,
in the shape of a distributive result, a zero-sum game. Such power-oriented
behaviour uses all available means to attain the goal sought after — persuasive
powers, pulling rank, or quite simply a stronger economic position, for
example. We might fight for our rights, for a good cause, or simply for our own
profit. Nothing is more appropriate if it is a matter of demonstrating our own
strength, stamina or authority — even if we don’t really have them. Such
conduct has al the romance of the Wild West: areal man wins against all the
odds! This may indeed be impressive, but it is also extremely disturbing, such
as when a street trader or door-to-door salesman just won't give up and
obdurately pressurizes his hapless victim into a sale. Nobody likes that. The
person who advocates his cause energetically will have the advantage of
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initiative — like the white pieces on the chessboard, which are always one
move ahead. But such hectic pressure and activity gets in the way of
receptivity. It leads to impatience and loss of flexibility. The warrior obsessed
by the pursuit of victory in his campaign is also at risk of missing important
signals from his adversary. He wants to exert his will and master the other. If
both parties resort to such tactics, the inevitable result is confrontation, a battle
of wills. One of them must give way or be bettered in the final showdown. In
certain cases such stubborn maintenance of a position may be a good idea, but
it leaves little room for cooperative approaches and a constructive solution to
the conflict.

Collaboration

Constructive collaboration is also demanding in its way, but it is much more
than that. It represents an attempt to find a solution in tandem with the other,
that takes full account of the desires and interests of both parties. In the
terminology expressed in this book, it corresponds to integrative bargaining.
Collaboration simply requires that both parties familiarize themselves thor-
oughly with the conflict and its causes, and work towards finding a joint
approach. This is aimost aways possible: there is a creative solution to be
found for most problems if both sides pull together. With a little goodwill they
can work through the differences that separate them and — without losing sight
of their own principles — learn something from the other’s point of view and
experience. They might consider specific points as a separate issue, or put them
to one side straight away, so as to open up the way to an overall agreement. As
we have already seen, a decisive factor in such an agreement is to satisfy at
least some of our partner's wishes. This implies the greatest possible
understanding of the other’s needs. Why should the negotiating partners not
address their persona differences and clear them up in a climate of
cooperation? Such a strategy creates mutual trust and has the great merit of far-
sightedness. It does not have any real weaknesses, but does require a readiness
to collaborate from both parties.

Compromise
A compromise is possible when each party meets the other half way.

Something is demanded, but it is not absolute. Some cooperation occurs, but
not the whole way. The purpose of compromise is to achieve a solution that is
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tolerably acceptable to both parties, that is at least partialy satisfactory to each
of them. Splitting the difference aso lies hafway on the assertion and
cooperation axes — illustrated by the diagonal from top left to bottom right in
Figure 3.2. When we reach a compromise we don’t relinquish everything, but
nor do we get everything we want, either. Such a solution will lie between the
positions of avoidance and collaboration: it does not avoid the conflict, but nor
does it go so far into the sort of detail a readiness for new alternatives would
require. It is much more superficial. The compromise also lies at the centre
point of the other diagonal. This aptly illustrates the expression, to meet one
another half way, where the parties make moves towards one another or look
for arapid agreement that is just about acceptable to them. At least then, some
agreement will have been struck. The compromise is widely used as a device
in politics and diplomacy, where it is highly esteemed as the art of the possible.
If neither side is able or willing to make further concessions (because his
mandate is limited), it is often the only option, which by definition is therefore
the best. In another context a mixture of cowardice and avidity may lead to a
bad compromise, where the partners apparently did not have the courage or the
generosity of mind to look for better aternatives, even though their mandate
would have allowed one. A compromise may well be the best solution in many
cases, but it is more likely only to appear so.

Avoidance

Avoidance is aways possible as a no-win solution. Instead of insisting on his
demands or cooperating, the negotiator withdraws from the conflict and forgoes
an agreement. In this he is serving neither his own interests nor those of his
opponent. He simply avoids coming to grips with the problem; perhaps because
his opponent seems too powerful and a confrontation does not appear to have
any prospects of success. In such a case atactic worth recommending might be
to let the opponent thrash about in the air for a moment — similar to the
technique used to such effect in the Japanese martia arts aikido and jujitsu,
which indeed congtitutes a favourite ploy of Japanese management. The
avoidance strategy may have a very diplomatic quality, with awkward issues
being put on ice and postponed until a more favourable moment. If an
agreement does not yet seem possible, conscious avoidance may help to
prevent damaging an otherwise good relationship with the other party. It is far
better to duck away at the right moment than to experience disappointment
later, or set it up. But avoidance may also come up in the shape of the ostrich
policy, when one of the parties sticks his head in the sand and plays the waiting
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game. Thisis one way of deflecting a situation that threatens to be dangerous,
but it will rarely be sufficient to defuse it completely. In cases such as this
evasive action is a very circumspect and conservative way of responding. It
does not involve much risk: nothing is ventured, but nothing much is lost. It
also has the characteristic of covering up one’s own interests or positions quite
effectively. It forestalls the sort of discussion in which the other side might be
apprised of important information. Certainly, such an attitude does not exactly
make a friendly impression on the partner at the receiving end of the rebuff, but
to opt out at a later date could cause much greater damage. Avoidance is an
extremely versatile and thus useful position to take in such a situation. But like
the other positions, it should only be used in a very targeted manner. Certainly,
it should not be seen as a stock solution. The over-frequent avoidance of
conflict whittles down our own expectations and thus minimizes the chances of
truly satisfactory results in the future.

Accommodation

Accommodation is the opposite of competition. It is not assertiveness, but
rather it is very cooperative. The negotiator renounces most of his objectives.
In order to satisfy his opponent, he sacrifices his own interests — either from
selfless generosity, munificence or forced obedience. Were the arguments of the
other side so convincing, that our negotiator could only be convinced? Was he
perhaps even converted? Straightforward capitulation is an effective strategy in
its way, when it's a matter of defusing an escalating conflict or simply to re-
establish a friendly atmosphere. But it may be read as an invitation for more
demands, as our example of the Munich Conference in Chapter 1 showed.
Giving in may also frequently be interpreted as weakness and as asign of naive
gullibility (or a just punishment for it!). But as a strategy it should not be
rejected out of hand — everything depends on the objective and the
circumstantial details.

Which Position, When?

Since these various positions are diametrically opposed to one another, the
guestion automatically arises, which position should we adopt in a given
situation? Although as a matter of principle cooperation is the best choice, it is
not always available as an option. In this section we present four important
criteria on which to evaluate strategies when confronted with a specific
problem.
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Figure 3.3: Determinants of conflict behaviour.

Let us begin with the vertical axisin Figure 3.3. How do we know how far
we can go with our demands, and how forcefully we should present them? How
much cooperation should we offer, and how much can we expect from the other
side?

What is at Stake?

The first consideration underpinning this decision is: how vita is this
negotiation for me? What is at stake here? If a failure would drive me to the
wall, | am going to want to put more of my energy into it than if it were just
a matter of buying a new telephone answering machine. | will want to fight
every inch of the way to maintain my position or, better, work together with my
opposite number to achieve an optimum outcome. At the very least | will want
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an acceptable comprise, if that is the best alternative the circumstances have to
offer — aways a better solution than to give up an important negotiation
without any agreement at all. But one thing is certain, | am not going to give
up if the outcome means everything to me, or when a precedent would be
established. For if | give way now, then other people are going to expect a
similar deal in comparable cases in the future. To give way now would mean
to give way again, and again, . . . and again?

The power balance between the participants has a similar impact on the
course of events. This is something of a self-evidence: the one who has the
power to impose his demandsisin general likely to do so. Unless of course he
is pursuing a quite different objective. The mere availability of power thus does
not necessarily mean that it is going to be brought to bear in a given case. But
clearly the very possibility that it might — whether on our own part or that of
the other — is going to have a considerable or even decisive impact on the
choice of strategy. For the side that has the power in its hands can resort to it
at any time. That is the principle of deterrence. There is no point in attacking
an adversary who is stronger than you. As important as an accurate assessment
of one's own power, therefore, is the most accurate possible assessment of the
adversary. For this, we need to understand the sources and basis of power.

Common Interests

Let us now turn our attention to the horizontal axis in Figure 3.3, which
introduces two new variables that affect the level of cooperation: common
interests and the quality of the personal relationship. Let us start with the first
of these: it is natural to expect that the more the interests of the parties coincide,
the more they will want to cooperate. If both are going for the same objective,
they are more likely to pull together than if their aims are diametricaly
opposed. Conversely, the fewer interests the two sides have in common, the less
cooperation will be an ingredient of their bargaining efforts. We don’t need to
dwell on that. But it is a good idea to be clear about even such simple steps of
logic when we are devising our strategy. A similar situation obtains when it
comes to adapting our own position in the course of the negotiation, aswe shall
see later in the chapter.

Relationship Quality

The scope for cooperation also depends on the quality of the personal
relationship between the negotiating partners. Thistoo is such an obvious point
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that it sometimes risks being forgotten. Clearly, all of us behave differently
towards a friend than we would towards a completely unfamiliar discussion
partner, not to speak of a notorious double dealer in the trade. If we have had
positive experience of a negotiating partner, who has proved himself or herself
to be serious and reliable in our eyes, the way is wide open to cooperation. And
of course the converse is equally true: our partner is going to need to feel that
we are sufficiently trustworthy before wanting to cooperate with us. Both
parties have to earn their right to cooperation. But there is of course aways the
possibility that despite a good persona relationship too many differences of
interest stand in the way of an agreement being obtained through cooperation.
In such a case theresult is likely to be a compromise, or one of the parties will
give way in order not to sully the good relations. Both may even choose to side-
step the conflict between interest and relationship, and not pursue the deal. As
we have seen, each position on the grid described by Gladwin & Walter (1980)
can be defined by four readily assessable criteria — relative power, outcome
stakes, interest interdependence and relationship quality. On this basis, we can
plot our own position on the grid as well as that of our partner in terms of
demands and cooperation. True, thisis not enough to resolve any conflicts that
may arise, but an appreciation of the positions on both sides may be quite
valuable when it comes to developing an appropriate strategy.

For Example: Business Lunch with |BM

The following example will show how effective it is to cultivate good personal
relations. The movement along the horizontal axisin this case made it possible
to pass from avoidance (on the part of the IBM representative) to
collaboration.

Long before she became president of the advertising agency’s North
American operations, Ogilvy & Mather’s Rochelle Lazarus had a sense of
personal relations with clients. For several years she had lunched every day
with former or current clients, cultivating relationships and the proverbia good
connections, and not only at top executive level. In every company that she
worked for — in the first third of her career, that included American Express
— she knew armies of peopleininfluential positions at all levelsandin al sorts
of departments. This enormous effort — to say nothing of the restaurant checks
— paid off after several yearsfor her company: in 1992 she won back American
Express's charge-card advertising account for Ogilvy. But the really big deal
came two years later, when her good relations enabled her to reel in the $400
million-plus account of the computer giant IBM. She would of course never
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have landed such a prize without the qualifications and proven successes of her
employer. But aninternal note at IBM indicated that the contacts of many years
standing between Ms Lazarus with IBM president Louis V. Gerstner and his
vice-president of corporate marketing, Abby Kohnstamm, were instrumental in
swinging the giant’s decision to put the account in the hands of Ogilvy &
Mather. Ms Lazarus's relations with client executives went a long way to
making IBM fedl that the risk of investing in a new campaign was considerably
less than it might have been. Indeed she had begun to cultivate her good
connections with her clients Gerstner and Kohnstamm when they were still on
the payroll of American Express. At that time she could have no notion of the
exceptional deal with IBM she was to snare years | ater.

In addition to illustrating the important role of good personal relations with
major negotiating partners, this example once again demonstrates the strategic
significance of the long view.

(based on Wall Street Journal 1994).

For Example: Perestroika

The example that follows illustrates movement along the vertical axis. The
Soviet Head of State and Party Chairman Mikhail Gorbachev received awarm
welcome from the Western world shortly before he was installed as Generd
Secretary in 1985. The American news magazine Time even featured him as
Man of the Century on itsfront cover. After years and decades of confrontation,
there now stood a man at the helm of the Soviet Union whose ideas of reform
brought a powerful and welcome wind of freedom and democracy into the
eternally repressed giant empire, long eschewed by the rest of the world. Real
cooperation with the West, or at the very least an end to the arms race, now
appeared to be a viable prospect. But was Gorbachev really the man to push
through the results of negotiations with the West in his own country? For all the
appeal of the new policies of perestroika (restructuring) and glasnost
(openness), the capitals of the Western world could not rid themselves of the
justified worry that the long- hoped-for change might be blocked by tough
resistance from groups who sensed a risk to their personal privileges. Against
this was the backdrop of a population that was body and soul behind the new
man in the Kremlin. Numerous strategic analyses were undertaken with a view
to pinpointing the individua groups involved.

Table 3.1 provides an illustration of the groups among the Soviet population
that supported or opposed Gorbachev's reformist policies. This anaysis was
required if the Western governments and their various organizations were to



Table 3.1: What Soviet citizens thought about Mikhail Gorbachev’s reform policy.

Positions towar ds perestroika

Social strata Quasi- Neutral
and groups Initiators Advocates Allies advocates Observers observers Conservatives Reactionaries

Leading industrial and
collective farm workers

Political and economic
managers

Intellectual s (soc.
sciences and humanities)

Small business

Majority of industrial and
collective farm workers

Intellectuals (sciences and
technical disputes)

Managers

Officidsin the
commercial and service
sectors

Privileged workers

Members of organized
crime
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address the supporters and opponents of perestroika with carefully defined
measures. The intention was to shift relations with the Soviet Union away from
competition (at top left in Figure 3.2) towards collaboration (top right). For
this, it was necessary not only to refurbish diplomatic relations at the protocol
level, but for there to be a genuine convergence of Soviet and American
interests. That, at bottom, was what perestroika and glasnost were all about.
But the leaders of Western governments were well aware that to maintain the
new General Secretary, regarded as a progressive, in power would require
weakening the reactionary forcesin the Soviet Union and supplying support to
Gorbachev’s followers. When it came to the crunch, however, this support was
not forthcoming, and Gorbachev fell from power.

Choice of Strategy

We have now studied the basic positions and looked at their application through
a number of examples. Which brings us to the important question of which
position that we should adopt in a given situation. There is no al-embracing
answer to this question. First, our own personal disposition will have a definite
influence on the strategy we choose. A good negotiator will master the whole
gamut of possibilities, and be able to put himself behind any one of the five
basic positions. But each of us has his individual preferences — one likes to
push his way through, another will tend to draw back, while a third is more
comfortable looking for new aternatives. This personal aspect should not be
underrated, as the following example illustrates:

For Example: Switzerland

“The Swiss go into a negotiation with a compromise and finish it with
avoidance or confrontation”. This less than generous judgment of the abilities
of the apine republic is doubtless formulated a little too harshly, but it is not
without a grain of truth. The reader will perhaps brush off this statement as a
self-effacing remark from an author who is himself Swiss, with considerable
experience of negotiating in his home country. But we have in fact accumul ated
empirical evidence to support this statement (Saner & Yiu 1993). The
instrument used was MODE, Management of Difficult Exercises, a ques-
tionnaire developed to determine the preferred positions taken up in conflict
resolution (Thomas & Kilmann 1974), which we submitted to 184 diplomats,
senior civil servants, managers, bankers and students. The results showed a
distinct preference for compromise and avoidant behaviour.



Table 3.2: Preferred conflict positions, Switzerland.

Swiss Swiss Swiss Swiss Swiss
Average Federal Bankers Managers University
score officials (service (transport students
sector) sector)
(N=184) (N=37) (N=24) (N=25) (N=37)
Compromise Compromise Avoidance Compromise Compromise Highest
—7.14 —7.16 —7.04 —820 —6.7 average
Avoidance Avoidance Compromise Avoidance Avoidance score
— 6.46 —6.78 —6.38 -6.12 — 6.46
Collaboration Competition Collaboration Accommodation Collaboration
— 556 —558 —-575 —-572 - 6.40
Competition Collaboration Accommodation Compromise Compromise
- 553 —-551 —558 —5.48 —-554 Lowest
Accommodation  Accommodation Competition Collaboration Accommodation  average
—5.22 —4.31 —5.25 —4.32 —5.46 score
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This result, which was obtained uniformly through all the occupational
groups investigated, seemslogical in acountry that not only depends on various
neighbouring countries and their markets, but is divided up internally into
severa disparate ethnic, cultural, religious and linguistic communities. Without
a predilection for compromise and avoidance of conflict on the part of the
population, civil war is afar from remote possibility. This basic attitude is also
recognizable in the government of this federal state by consensus of the seven
members of the Federal Council (government ministers), who are nominated by
the main political parties using a highly detailed key. A similar mentality is
found in the industrial sector, which is dominated by cartels, or in the collective
wage rounds, which for decades have guaranteed the country absolute social
peace. Switzerland’s position in diplomatic negotiations, for example with the
European Communities, also reveals a natural tendency towards compromise.
In the face of its far larger and more powerful neighbours, Switzerland has no
negotiating power to speak of, yet the agreements debated often have major
significance for the Swiss economy. The country’s interests rarely coincide
with those of the large European states, and relations with individual
neighbours may not be too close in consideration of the various ethnic and
linguistic groups of which Switzerland is composed. Otherwise there is a real
danger that the federal state could break up. Active neutrality is the logical
conclusion of this careful balancing act.

An interesting example of how Switzerland deals with conflict is given by
the many negotiations it holds with the European Communities. These are
succinctly illustrated in Figure 3.4. In the first phase from 1957 to 1972, the
EEC was seen as a threat; membership would therefore never have been
accepted by the people. In its search for a solution, Berne chose to participate
in the establishment of the European Free Trade Association, EFTA. At the
same time a free trade agreement was signed between EFTA and the EC
countries, which made it possible for al EFTA countries, including
Switzerland, to remain immune from the discrimination brought about by the
EC customs union. With the switch from partnerships with major nations from
EFTA such as the United Kingdom, to the EC, a new balance of power came
into being between EFTA and the European Communities. Switzerland set its
course on the avoidance of new discriminations and in the space of a single
year concluded more than 130 bilateral agreements with EC countries (for
example in the fields of research cooperation, improved market access for
specific agricultura products, etc.).

Between 1989 and 1992 this course changed from avoidance to active
cooperation, when membership of the European Economic Area appeared
inescapable. But the hard-won agreement was then turned down by the people
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Figure 3.4: Relations between Switzerland and EEC, EC and EU.

of Switzerland in a popular referendum in 1992. Since that time, tension has
reigned between Switzerland and the European Union. The situation was
largely remedied by tough sectoral negotiations, which were concluded in
1999. A referendum was organized to oppose this bilateral agreement, and the
Swiss people will now cast their vote for or against it in May 2000. If the vote
goes in favour, Switzerland will once again have managed to negotiate an
arrangement with the European Union that allowsiit to remain free from serious
discrimination by the latter. But if the agreement is rejected, pressure on the
part of the EU will increase. Even if the sectoral agreements are accepted, it is
quite conceivable that Switzerland will not remain aoof for long and will
finally one day take up membership of the EU.

Strategic Analysis
We have seen the role played by individual disposition in the choice of strategy

in the example of Switzerland. While it is necessary to take the subjective
inclination towards a particular position into account, we need to look at it



66 Ramond Saner

critically: isthe preferred strategy really suited to solving a specific conflict? It
feels much more important to regard the objective side of the matter, provided
that the negotiator is able to distance himself from his personal preferences.
Each conflict demands a completely new assessment of the situation, just as
does each change in the position of the other side. The following section will
deal with the adaptation of a chosen strategy to changing circumstances. At this
point we would like to present a useful decision tool, with the help of which we
can readily define our initial position.

When @l the questions have been answered carefully for each of the four
determinants addressed, the checklist reproduced in Table 3.3 provides a very
informative figure. But just what information this number conveys becomes
clear only when it is entered into the corresponding scale in Figure 3.5 as a
vertical or horizontal line.

The checklist answers thus produce two horizontal and two vertical lines. We
now turn our attention to the rectangle enclosed by these four lines. It may be
useful to highlight it by colouring it in. Referring back now to the diagram by
Thomas and Kilmann (Figure 3.2), the position of our rectangle will show us
where we stand in respect of the five fundamental positionsin the context of the
conflict we are at present dealing with.

Adapting Strategy

We now have a clear basis on which to define where we stand — but that by
no means implies that we have to remain in this starting position. Depending
on the position adopted by the other side, we will want to vary our own as the
talks progress. The strategy may even be defined by a movement from one
position to another: “The true policy is to confront power with power at a
selected point where a decision in a military sense is possible, and then to use
the delicate and unstable equilibrium as an opportunity to be seized for
constructive and magnanimous negotiation” (Walter Lippmann 1946).

The sequence and timing of the various positions may have a conclusive
effect, as a famous example from Japanese management philosophy shows:
“When the enemy attacks, remain undisturbed but feign weakness. As the
enemy reaches you, suddenly move away indicating that you intend to jump
aside, then dash in attacking strongly as soon as you see the enemy relax. This
isoneway” (Musashi, Miyamoto 1982).

The author of this directive, Miyamoto Musashi (1584-1645), is a very
interesting man. He was a Samurai whose writings are still used as the
theoretical basisfor countless management seminars. Translated into marketing
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Table 3.3: Strategic analysis checklist.

Instructions: First, circle the appropriate assessment of each individual factor
on the 4-point scale. Then add up the score for each factor and plot each
result as a horizontal or vertical line in Figure 5-5. The plane of intersection
of the lines represents your initial strategic position.

1. Outcome stakes (SK)

Impact on corporate strategy  negligible 0 1 2 3 substantial
Financial condition sound 01 2 3 unsound
Sunk costs negligifle 0 1 2 3 high
Precedents existing 0 1 2 3 none
Accountability low 0 1 2 3 high
Urgency low 01 2 3 high
Options none 01 2 3 many
Total SK score
2. Power position (PP)
Size small 0 1 2 3 large
Financial base limited 0 1 2 3 substantive
Additiona manpower unavailable 0 1 2 3 ample
Expertise insufficient 0 1 2 3 sufficient
Leadership poor 01 2 3 excellent
Prestige low 0 1 2 3 high
Communi cation/Persuasion poor 0 1 2 3 excellent
Access to media lacking 0 1 2 3 multiple
Cohesiveness of low 01 2 3 high
organization
Experience handling conflict  negligible 0 1 2 3 substantial
Commitment low 0 1 2 3 intense
L egitimacy questionable 0 1 2 3 ungquestionable
Risk-taking ability inadequate 0 1 2 3 adequate
Potential coalition unavailable 0 1 2 3 ample
Alternative options none 0 1 2 3 many
Capability to reward weak 01 2 3 strong
Capability to coerce weak 0 1 2 3 strong
Total PP score

3. Common interests (Cl)
Goal compatibility not at all 01 2 3 very much
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Table 3.3: Continued.

Approach compatibility not at all 0 1 2 3 veymuch

Resource interdependency not at all 0 1 2 3 veymuch
Total Cl score

4. Quality of relationship

(QR)

Quiality of past relationship poor o 1 2 3 excellent

Mutual understanding poor o 1 2 3 excellent

Mutual willingness to help weak O 1 2 3 strong

Quality of communication defensve 0 1 2 3 open

Value orientation divergent 0 1 2 3 compatble
Total QR score

Source: Yiu 1987.

terms, the above principle could represent a skilful strategy for introducing a
new product. The tentative introduction of a relatively unimportant or an
inferior product (signaling weakness) is merely a feint to mislead the
competition. While they lean back and relax, the real product is put onto the
market, with full power behind it.

Starting from the five positions presented earlier, there are a total of 16
possible routes linking each pair (see Figure 3.6). | leave it to the reader to
interpret what each of these signifiesin practice. All the options are open when
it come to deciding whether to pass from a confrontational stance to one of
evasion or cooperation. Depending on the circumstances, any of the routes
shown may constitute the optimum strategy.

For Example: Go

i-Go, generally known simply as Go in the West, is an excellent school for
tactical thinking and especially flexible strategy. Unlike chess, this strategic
game, which has been played in Japan and China for centuries, does not
comprise a hierarchy of strengths or alinear confrontation between the armies.
The players move alternately, each laying a black or a white piece (called a
“stone’) on any of the 361 intersections of a board composed of 19X 19
horizontal and vertical lines. The aim of the game is for the players to control
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the largest possible area of the board with the stones of their own colour. Once
a stone (or several stones) has been surrounded, it is removed from the board.
Otherwise al the stones remain where they were placed on the board, making
up a complex network of local battlefields. A good player will evolve
sophisticated strategies from the respective positions of the stonesin relation to
one another, so that at the end of the game he is in control of more than half
of the free points (known as “liberties”) remaining on the board. The individual
groups or chains of stones (“armies’) can form alliances to enable them to
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Figure 3.5: Strategic positioning grid.
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Figure 3.6: Sixteen strategic paths.

move in on the enemy forces and finally capture them. They can also limit
themselves to securing their own territory by establishing an effective and
invincible barrier around it. It is aso possible to make forays behind the
opponent’s lines with the aim of linking up with other friendly stones and so to
capture enemy territory from behind.

Figure 3.7 presents two simple examples of strategy and tactics in Go. The
three diagrams along the top row show how the coordinated placing of his
stones has permitted white to surround and capture three black stones. By
placing a white stone on 1, white has surrounded black and is able to take out
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Figure 3.7: GO: Japanese game of strategy.

three black stones. With this strategy white has won territory for himself and
has established a superior and invulnerable position. The situation is quite
different for black in the second example (bottom row): while he is able to
capture two white stones, he then finds himself threatened by the remaining
white stones. Black needs to secure the point marked with a1, if heisto protect
himself from the forthcoming white offensive.

At first glance the similarity between this extremely exciting board game and
conducting negotiations will perhaps not be very obvious. But anyone who
needs to bargain frequently with partners from the Far East will rapidly find a
study of the game invaluable. For al its exotic airs — and in passing, it is
regarded as the world's oldest board game — it is able to reflect each and every
one of the strategies we have spoken of in this chapter.

For Example: IBM

To conclude this chapter, the following example shows how a multinational
corporation was obliged to harmonize its strategy with the position held by the
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government of a host country, and immediately adapt it to any new position
taken up. It contains many of the elements presented in this chapter and so
serves as an excellent application of the theories dealt with here. Once again we
are looking at the computer and office machine producer, International
Business Machines, known the world over as IBM.

Since the 1970s, multinational concerns such as IBM have found themselves
faced with an increasingly tougher stance on the part of many emerging nations
on the political and economic fronts. Whereas in 1951 IBM could still be
invited to India and received with open arms by Prime Minister Nehru, twenty
years later the wind had changed radically. In the interval, IBM had succeeded
in achieving ailmost complete control of the Indian computer market. The
Indian government felt this to be a dangerous dependence from the strategic
standpoint and pressed the firm to reduce its 100% ownership to 40%, aholding
that still constituted a blocking minority. IBM was aso enjoined to extend its
computer design and manufacturing operations in India for both the domestic
and export markets. IBM was highly reluctant to deviate from its traditional
global policy on account of anew attitude on the part of the Indian government.
So the concern changed its position towards India from collaboration to heavy

O, O,

Confrontation: Collaboration:
Government wants IBM welcomed by India
majority holding for India: with open arms

IBM remains firm

@ / Compromi563

<
<

IMB offers concessions to
Indian government:

India refuses
Avoidance:

IMB not willing to re-
nounce its global strategy
and leaves India

Figure 3.8: Strategic position of IBM in India
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confrontation. The equity dilution demanded by India could not be counte-
nanced at IBM. However, a similarly rigid position on the part of the Indian
government forced IBM to propose a range of concessions in the hope of a
compromise.

But India rejected IBM’s proposals. This led the computer giant to adopt a
position which was as unfortunate as it was surprising for the Indian
government: IBM considered the Indian demands to be a serious threat to its
global strategy and renounced its activities in the subcontinent. When finally
there was no longer any hope of compromise, the concern decided to turn to a
policy of avoidance: on 15 November 1977 it announced its complete
withdrawal from India

(Source: Gladwin & Walter 1980).






Chapter 4

How National Culture, Organizational
Culture and Personality Impact
Buyer-Seller Interactions

Sudhir H. Kalé

I ntroduction

The decade of the 1990s has witnessed more than its share of profound
geopolitical changes. Ubiquitous |oosening of trade barriers combined with the
unprecedented zeal towards modernization exhibited by the developing
countries has resulted in a globa environment where nationalistic influences
are dwindling in impact. Until recently, most international business phenomena
could be largely explained on the basis of national culture, a dominant scul ptor
of consumer behavior and business practices. The universal weakening of
nationalistic fervour and concomitant emergence of strong corporate and
individual identities has necessitated that organizational culture and individual
personality now be added to national culture to form the fundamental trinity of
behavioral influences affecting international business interactions. This combi-
nation of national culture, organizational culture and individual persondity is
particularly relevant in appreciating cross-national sales interactions.

With the accelerated integration of world markets, the cosmopolitan
salesperson has become a commonplace reality. However, scholarly work in the
area of buyer-seller interactions has not incorporated this new reality in
explaining the conduct and outcome of face-to-face selling. Most books on
personal selling and sales management do not discuss the international context
and many of the ternational marketing texts pay only scant attention to cross-
national selling issues. As such, the art and science of cross-national selling
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remain under-researched and therefore difficult to fathom. Recent develop-
ments in market integration, particularly regarding the European Union,
necessitate that the domain of cross-national selling be better comprehended. A
crucia first step in this direction is to appreciate the factors that shape the
behavior of actors in a dyadic cross-national selling encounter. This involves
understanding how national culture, organizational culture, and individual
personality combine to impact the persona selling transaction.

This chapter has three broad objectives: to explain the impact of national
culture, organizational culture, and individual personality on dyadic saes
encounters; to suggest an appropriate typology with which to evaluate, anayze,
and measure each of these constructs; to offer suggestions on how this three-
construct conceptual framework can help practitioners better comprehend
cross-national salesinteractions.

Cross-National Selling

The two main components of a persona selling transaction are content and
style. Content refers to the substantive aspects of the interaction for which the
buyer and seller come together. Sheth (1976) explains that the content of a
personal selling interaction involves suggesting, offering, or negotiating a set of
product specific utilities and their expectations. Style refers to the rituals,
format, mannerisms, and ground-rules that the buyer and the seller follow in
their encounter (Sheth 1983). A satisfactory interaction between the buyer and
the seller will be contingent upon buyer-seller compatibility with respect to
both the content and style of communication (Weitz 1981). The level of dyadic
compatibility in content and style will largely be determined by the national
culture, organizational culture, and individual personality.

National Culture

Culture has a profound impact on how people in the marketplace perceive and
behave. The level of aggregation of this construct, however, has always been
somewhat problematic. In the realm of international marketing, culture has
been typically visualized at the national level. However, operationalization
within the national context has been diffficult because of a wide divergence of
definitions, each reflecting different paradigms from varying disciplines (e.g.
psychology, sociology, anthropology, etc.).
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In this regard, Hofstede's four dimensions of culture appear most promising
(Hofstede 1980). They are based on empirical research, and thus offer the
advantage of quantifiability. Hofstede defines national culture as the “ collective
mental programming” of people in an environment. As such, it is not a
characteristic of individuas, but of alarge number of persons conditioned by
similar background, education, and life experiences. Since this book was
published, Hofstede has added a fifth dimension, however, conceptua and
empirical support for this dimension is not very exhaustive (Hofstede 1991).
Hofstede's dimensions of culture show meaningful relationships with impor-
tant demographic, geographic, economic, and political national indicators
(Triandis 1982). Uncertainty avoidance, individualism, masculinity, and power
distance comprise the Hofstede framework.

Uncertainty avoidance (UAI) assesses the way in which societies react to the
uncertainties and ambiguities inherent in daily living. At one extreme, weak
UAI societies socialize members to accept and handle uncertainty without
much discomfort People in these societies tend to accept each day as it comes,
take risks rather easily, and show arelatively greater tolerance for opinions and
behaviors different from their own. The other extreme — strong UAI societies
— feel threatened by ambiguity and uncertainty. Consequently, such societies
emphasize the strong need to control environment, events, and situations.
Based on Hofstede's research, Belgium, Japan, and France display strong
uncertainty avoidance. Denmark, Sweden, and Hong Kong could be charac-
terized as weak UAI societies; the United States is somewhat in the middle.

The dimension of individualism (IDV) describes the rel ationship between an
individual and his or her fellow individuals, the collectivity which prevails in
society. One extreme contains societies with very loose ties between
individuals. Such societies allow a large degree of freedom, and everybody is
expected to look after their own sdlf-interest. At the other end are low-IDV
societies, i.e. societieswith very strong ties between individuals forming the in-
group. People are expected to watch after the interests of their in-group and to
hold only those opinions and beliefs sanctioned by the group. The United
States, Great Britain, and the Netherlands display strong individuaism, while
countries such as Colombia, Pekistan, and Taiwan gravitate toward the other
extreme.

Power distance (PDI) involves a society’s solution to inequality. People
possess unequal physical and intellectual capabilities, which some societies
allow to grow into inequalitiesin power and wealth. Some other societies, those
characterized by a small power distance, de-emphasize such inequalities and
strive toward maintaining a relative equity in the distribution of power, status,
and wedlth. The Philippines, India, and France all display relatively large
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power distance. Austria, Israel, and Denmark depict relatively small PDI, while
the United States lies in the mid-range of the PDI continuum.

Masculinity (MAS) pertains to the extent to which societies hold values
traditionally regarded as predominantly masculine or feminine. Examples of
“masculine” values include assertiveness, respect for the super-achiever, and
the acquisition of money and material possessions. “Femining” values include
nurturing, concern for the environment, and championing the underdog. Japan,
Austria, and Italy are examples of typically masculine societies while Norway
Sweden, the Netherlands, and Denmark show strong feminine characteristics.

Organizational Culture

Organizationa culture encompasses the pattern of shared values and beliefs
which enables people within the organization to understand its functioning, and
furnishes them with behavioral norms (Apasu et al. 1987; Deshpande &
Webster 1989; Weitz et al. 1986). The vaues inculcated by an Organization
along with the behaviors it prescribes have a discernible impact on a
salesperson’s (or buyer's) content and style of interaction (see Deshpande &
Parasuraman 1986; Deshpande & Webster 1989; Sathe 1984). Deshpande &
Webster go so far as to assert that the marketing concept in itself is a
manifestation of a firm’s organizational culture (ibid.).

While extremely crucial in itsimport, the construct of organizational culture
has been quite diffficult to operationalize. Multiple definitions have caused the
concept to remain fuzzy and elusive. Furthermore, until recently, empirical
work in this area has been conspicuously lacking. A notable attempt to identify
and operationalize the dimensions of organizational culture from a broad-based
perspective was undertaken by Reynolds (1986).

Based on the premise that reliable procedures for the measurement of
organizational culture are sorely needed, Reynolds identified 15 aspects of
organizational culture derived from five earlier works (Ansoff 1979; Ded &
Kennedy 1982; Harrison 1978; Hofstede 1980; Peters & Waterman 1982).
Table 1 provides brief definitions of each of these dimensions. From a
marketing perspective, five of these aspects seem to be vital, particularly in
understanding dyadic interactions: External vs. Internal Emphasis, Task vs.
Socia Focus; Conformity vs. Individuality; Safety vs. Risk; and Ad Hockery
vs. Planning. These five aspects of organizational culture are logically and
empirically independent.
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Table 4.1: Dimensions of Organizational Culture.

1

10.

11.

12.

13.

14.

15.

External vs. internal emphasis: Emphasis on satifying customers, clients or
whatever as opposed to focusing on internal organizational activities such
as committee meetings and reports.

. Task vs. socia focus: Focus on organizational “work” versus concern for

personal and socia needs of people.

. Society vs. risk: Relative openess to adopting new and different programs

and procedures.

. Conformity vs. individuality: Extent to which organizations tolerate or

encourage their members to be distinctive and idiosyncratic in work and
socid life.

. Individual vs. group rewards. Whether rewards are distributed to all

members of awork unit or in repsonse to individual contributions.

. Individual vs. collective decision-making: Whether decision-making

reflects the inputs of one individual or the entire group.

. Centralized vs. decentralized decision-making: Whether decisions are

made by those in key positions or by those affected by the decision.

. Ad hockery vs. planning: Whether ad-hoc response or elaborate plans are

created in the face of changing circumstances.

. Stability vs. innovation: Relative tendency to search for novel and

distinctive goods, services, and procedures.

Cooperation vs. competition: Whether peers are considered as competitors
for scarce resources or trusted colleagues in a common cause.

Basis for commitment: Whether financial rewards, prestige, interesting/
challenging work, opportunity for self-fulfillment/expression or satisfying
personal relations congtitutes the individual’s involvement with the com-
pany.

Simple vs. complex organization: Refers to tendency of organizations to
develop elaborate procedures and structures.

Informal vs. formalized procedures. Whether extensive, detailed rules and
procedures and elaborate forms and written documents are needed to
justify actions.

High vs. low loyalty: Extent to which members place their organization
above competing groups such as family and professional colleagues.
Ignorance vs. knowledge of organizational expectations. Degree to which
individual members know what they are expected to do and how their
efforts contribute to the accomplishment of organizational objectives.
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An organization with an external emphasis underscores the task of satisfying
customers, clients, or whoever. The other end of this dimension places a
relatively greater accent on internal organizationa activities such as committee
meetings and reports. The outward orientation resulting from an externa
emphasis will make firms more market-driven as opposed to product-driven.

The dimension of task vs. socia focus contrasts the relative priorities of an
organization between organizational work vs. concern for the persona and
socia needs of its members. In recognition of the fact that an organization is
a complex socia system, firms with a socia focus consciously try to
accommodate the social needs of their members in terms of status, esteem, and
belonging. Firms with a purely task-driven focus will strive toward robotic
effficiency in the attainment of their financial and growth objectives. This
acculturation for intra-organizational activitics is expected to carry-over to
inter-organizational interactions as well.

The dimension of conformity vs. individuality assesses an organization’s
degree of tolerance of distinctiveness and idiosyncrasy among its members.
One extreme encourages homogeneity in work habits, dress, and even personal
life while the other tolerates considerable within-group variation. Thus, firms
emphasizing conformity portray a homogeneous organizational image and
strive toward the perpetuation of the organizational stereotype. Firms which
encourage individuality display an appreciation of diversity among their
members, allowing a greater latitude in member lifestyles and behaviors.

An organization’'s response to risk is an important dimension of organiza-
tional culture, particularly in a fluid and rapidly changing business
environment. One extreme depi cts the tendency to be cautious and conservative
in adopting new methods and practices while the other is a predisposition to
change when confronted with new challenges and opportunities. Firms
motivated by safety will typically be slow in decision-making, particularly
when it comes to decisions involving the global marketplace. They are quite
likely to curtail the level of autonomy of their members. Firms thriving on risk
will typically want to be pioneers, be it in product development or in entering
new markets. They will also allow their execuuives afair degree of autonomy,
and encourage mearning through experimentation.

Ad hockery vs. planning captures the tendency to anticipate and plan for
change. Some organizations create ad-hoc responses to all changes, while
others may opt for elaborate plans that anticipate most future scenarios.
Planning-oriented firms will be typically drawn to elaborate forecasting,
mathematical modelling, and economic analysis. Firms practicing ad hockery
will rely less on forecasts and numbers, and more on intuition.
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Personality Factors

Dyadic communication takes place between individuals. Conditioned by the
broader social environment at various levels (such as the family, school, and
organization), people nevertheless exert their personality traits or individual
preferences. The concept of personality has been caled one of the “great”
topics of behavioural sciences (Wilkie 1986). Drawing on commonality among
hundreds of different definitions, personality can best be defined as an
individual’s consistency in behaviors and reactions to events.

Given the face-to-face nature of most buyer-seller encounters, personality
will have a direct and discernible impact on such interactions. The most
popular way to depict personality is the Myers-Briggs Type Indicator (MBTI).
The theory of temperament as developed by Keirsey and Bates is a
parsimonious depiction of the MBTI personality profile. Temperament denotes,
“amoderation or unification of otherwise disparate forces, an overall coloration
or tuning, kind of thematization of the whole, a uniformity of the diverse
(Keirsey & Bates 1978, p. 27). Before proceeding to the characteristics of the
four temperaments in the Keirsey and Bates framework, it would be useful to
briefly discuss their underlying MBTI dimensions.

The MBTI describes valuable differences in the ways people see the world,
make decisions, choose careers, and communicate with one another. It
identifies sixteen different personality types based on four dichotomous
dimensions: extroversion vs. introversion (E or I), sensing vs. intuition (S or
N), thinking vs. fegling (T or F), and perceiving vs. judging (P or J).

Extroverts typically are oriented to the outer world of people and things,
whereas introverts gravitate toward their inner world of ideas and feelings.
Thus, while terms like sociability, interaction, and external focus would
categorize an extrovert’s life, apt descriptors for the lifestyle of an introvert
would be territoriality, concentration, and internal focus.

A person with sensing-preference shows a marked predilection for facts
whereas the intuitive person finds appeal in the metaphor and enjoys vivid
imagery. Sensing types sniff out detail while intuitive people prefer to focus on
the big picture. Words like sensible, down-to-earth, and practical would fit the
sensing types. Intuitive types could be best described by words like
imaginative, innovative, and ingenious.

The thinking-feeling dimension encompasses the basis for people's decision
making in life. Thinkers want to decide thingslogically and objectively; feelers
base their decisions on more subjective grounds. Words like objective,
principled, and analysis-driven typify the decision making of thinkers, while



82 Sudhir H. Kalé

the feeler’s decision making could be described as subjective, value-based, and
sympathetic.

Perceiving types tend to be flexible in life, aways seeking more information.
Persons who seek closure over open options are the judging types. Js fancy life
to be settled, decided, and fixed; Ps opt for life to be in the pending, data
gathering, and flexible mode. Judgers display a preference for organizing and
controlling events of the outside world, whereas perceivers are primarily
interested in observing and understanding such events. The four dimensions
discussed here result in sixteen “types’ of personality.

Keirsey and Bates collapse the sixteen possible MBTI types into four
temperaments’ thereby simplifying the MBTI framework while still preserving
most of its substantive insights. These four temperaments have been
metaphorically associated with four Greek Gods whom Zeus commissioned to
make man more God-like: Dionysus, Epimetheus, Prometheus, and Apollo.

The Dionysian Temperament (SP) This temperament results from the
combination of sensing (S) and perceiving (P) preferences. Focus on the SP
temperament is joy. SPs prefer a life of freedom devoid of any responsibility.
They tend to be impulsive and very expressive. SPs love to take risks and are
always craving for adventure. “Action without constraints’ typifies the SP
lifestyle.

The Epimethean Temperament (SJ) Preferences of sensing (S) and
judgement (J) fuse to form the SJ temperament. Unlike the thrill-seeking SPs,
SJs exist primarily to be useful to the various social units they associate with.
SJs fed the compulsion to belong, and they believe that belonging has to be
earned. They have a very strong work ethic and they value hierarchy and order.
SJs tend to be verv attentive to details and can manipulate large amounts of
data. The primary goal in life for an SJisto maintain tradition and order in their
environment. They live according to fairly rigid “shoulds’ and “oughts”.

The Promethean Temperament (NT) Intuition (N) combined with thinking
(T) give rise to the NT temperament. This temperament values competence
over everything. NTs dealings with others could be described as “coolly
objective”. They tend to be very critical of themselves and others. NTs tend to
be very precise communicators and place little reliance on non-verbal
qualifiers. They love to play with words, ideas, and models. They are very adept
at planning but seldom care about the implementation of their plans.

The Apollonian Temperament (NF) This temperament results from the
preferences of intuition (N) and feeling (F). NFs tend to be driven by
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National Culture Organizational Culture Temperament
Uncertainty Avoidance External vs. Internal Dionysian (SP)
Individualism .. 1SK V8. FOCUS <& ... Epimethean (SJ)
Power Distance Conformity vs. Individuality Promethean (NT)
Masculinity Safety vs. Risk Apollonian (NF)

Ad Hockery vs. Planning
Content Style
Product Utilities Desired and Offered Self, Task, Tradition or People-Orientation

/

Level of Buyer-Seller Compatibility in Content and Style

Outcome of Sales Interaction

Figure4.1: Impact of culture and temperament on buyer-seller interactions.

authenticity. They value integrity and are easily put off by facades, masks,
pretences, and shams. Their entire life revolves around people. They believe
that the most important thing is to be in harmony with themselves and others.
This temperament, more than any other, values relationships and desires to
inspire and persuade others.

I nterrelationships Between Constructs
Figure 4.1 depicts how national culture, organizational culture, and tempera-

ment (or personality) combine to produce a person’s preferencesin content and
style of communication It isimportant to note that the manifested impact of any
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one construct will be tempered or amplified by the other two constructs. For
example, an actor nurtured in a national culture of high individualism may
reduce his individualistic tendencies when functioning in a corporate
environment characterized by strong conformity. Similarly, a Dionysian SP's
impulsive behavior may be somewhat tempered by a planning-oriented
organizational culture. Which behavioral characteristics are ultimately mani-
fested in an interaction will ultimately depend upon the strength of national
culture, the robustness of corporate acculturation, and the intensity of
temperament.

Organizationa culture of afirm and the model temperament of its members
will be systematically related as people will tend to stay with organizations
whose culture suits their own temperament. The bullish SPs will gravitate to a
company characterized by ad hockery and risks, whereas the Epimethean SJs
will tend to thrive in an organizational culture that emphasizes planning and
safety. NFs will prefer companies with a social focus, whereas NTs will be
drawn to companies emphasizing individuality.

There will be a strong relationship between nationa culture and individual
personalities as well. National culture is, after al, shaped by the preferences
and predispositions of its inhabitants (Clark 1990). A society characterized by
strong uncertainty avoidance would probably have relatively more judging
types, particularly SJs, in its population than it would perceivers. Correspond-
ingly, a collective society will have more NFs in its population than an
individualistic society. We will now take a closer look at how the three
constructs in our framework affect the content and style in dyadic inter-
actions.

Effect on Sales I nteractions

National Culture The dimensions of uncertainty avoidance, individualism,
power distance, and masculinity broadly shape certain aspects of content for
each actor in the sales dyad. A buyer conditioned in anational culture of strong
uncertainty avoidance should typically display a strong preference for security
utility, i.e. the uncertainty-reducing attributes in a product offering. Facets such
as established brand name, superior warranty, and money-back guarantee
should figure prominently in the choice processes of strong UAI societies. By
the same token, “environment-friendly” products such as biodegradable bags
and recyclable packaging should find greater appeal in the relatively feminine
Scandinavian countries than they would in masculine countries such as
Venezuela and Italy.
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Countries displaying high individualism (such as the United States) place a
significantly greater emphasis on seeking variety and pleasure as compared to
the relatively collectivist societies (such as Yugoslavia and Colombia). Sheth
(1983) uses the term “epistemic value” to describe those product utilities that
cater to the novelty, variety, and curiosity needs of people. Thus, product
attributes designed to offer the epistemic utility will be more valued by
American consumers than they would by Colombian customers. Social utility
in a product results from its association with a certain socio-economic group.
It is this utility that endows certain products with “status’. It is expected that
large power distance societies such as Venezuela and Mexico would emphasize
the status value of a particular product to a greater extent than would small
power distance cultures such as Denmark and Austria.

The four dimensions of national culture should also shape the preferred style
of communication. Hofstede (1984) observes that cultures displaying strong
uncertainty avoidance also experience greater stress and anxiety when
compared with weak UAI societies. Anxiety is often manifested into the level
of aggressiveness displayed in social interactions. People nurtured in weak UAI
cultures should evince greater receptivity to a soft-sell approach and non-
aggressive sales techniques. Strong uncertainty avoidance societies, on the
other hand, would show relatively greater preference and tolerance for the hard-
sell approaches.

Graham et al. (1988) and his colleagues have investigated the use of the
problem-solving approach (PSA) in sales negotiations. At one end of the PSA
continuum are negotiation behaviors best characterized as cooperative and
integrative. At the other end of the scale are negotiation behaviors described as
competitive and individualistic. Collective societies aim at the welfare of
everyone, individualistic societies focus on the relative maximization of self-
interest. The use of PSA should therefore be more pronounced in low-IDV (or
collective) societies than in high-IDV (or individualistic) cultures.

Power distance impacts style by way of the role of each negotiator in a sales
transaction. Schmidt (1979) has observed that in alarge PDI society like Japan,
the seller has been considered “little more than a beggar”. Sellers have to be
respectful and subservient to their buyers in large PDI societies. Another
manifestation of power distance is the willingness to trust other people. Large
PDI societies typically view others as a threat and as a result show less
inclination to trust others. People in small power distance societies, however,
feel less threatened by others and consequently trust others more. Conse-
quently, people in large power distance societies (e.g. the Arab countries) will
discuss business only after developing trust in the salesperson. Thus, the no-
nonsense “task oriented” style of interaction — motivated by the desire to
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expend a minimum amount of time, energy, and effort — may work well in the
largely small PDI countries of Western Europe but would backfire in the
Middle East.

Organizational Culture Culture control is increasingly used to replace
rules-based control in an attempt to enhance the productivity of organizations
(Lebas & Weigenstein 1986). Organizational culture of the buyer and the seller
firms will not only affect intra-organizational conduct but should aso impact
the content and style of inter-organizational interactions.

An organization emphasizing an external orientation places singular
emphasis on satisfying clients and customers. As opposed to a firm with
internal emphasis, representatives of companies with external emphasis will
use the problem solving approach to a greater degree. The external emphasis
will also manifest into a relatively greater willingness on the part of the seller
to modify the product offering in order to maximize a buyer's utility and
convenience.

A task focus will drive a firm’'s employees toward the task-oriented style of
interaction A salesperson reared in such an environment will strive to conclude
the sales transaction with utmost effficiency. The emphasis will be toward
concluding the interaction with a minimum outgo of time, money, and effort.
A culture emphasizing the social focuswill show arelatively greater inclination
for social chit-chat, personal rapport, and the socialization needs of each actor
in the course of the sales transaction. A people-oriented preference in style will
thus result. Also, the social and emotional utilities inherent in certain products
will be valued higher by firms with a social focus as opposed to those with a
task focus.

Persons conditioned by a culture of conformity should elicit a preference for
standardized sales presentations or “canned approaches’. Company policies
and procedures will largely determine the scope of the concessions offered,
terms of contract, and even the rituals of the transaction. Companies practicing
relatively high individuality will alow their representatives a high level of
autonomy in decision making during the sales negotiation process.

Self-oriented style of interaction is one where the individual is more
concerned about his or her own needs than those of others and more interested
in extrinsic as opposed to intrinsic rewards. This style will be manifested by
representatives of firms bred in a climate of individuality especially when
reinforced by the influences of a strongly individualistic national culture.

The dimension of safety vs. risk will determine the relative importance of
attributes such as the reputation of the selling firm, the credit-worthiness of the
buyer, the acceptable level of return privileges, and the desire for personal
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rapport between the buyer and the seller. A safety-oriented organizational
culture may result in an emphasis on written contracts as opposed to oral
agreements. Conversely, representatives of firmswith greater risk tolerance will
be more inclined to encourage new suppliers, trying out new and innovative
products, and accepting a certain level of ambiguity in sales contracts. Safety-
orientation may also trandate into a tradition-oriented style of interaction,
where the same ground rules of the transaction have been followed over the
course of generations.

Finally, the content and style displayed in a sales transaction will aso be
Impacted by the dimension of ad hockery vs. planning. Planning-orientation
will emphasize the need for non-ambiguous communication in conveying
product benefits, warranty features, and contingency clauses. Conversely,
representatives of firms with a preference for ad hockery will tend to negotiate
in a manner that encourages flexibility in the role stipulation, delivery, and
other aspects of sales negotiation. The interaction style of such representatives
will be somewhat informal, and |ess task-driven when compared to the style of
representatives of firmsinculcating a planning orientation.

Personality Since a salesperson interacts with buyers spanning a whole
spectrum of persondlities, understanding how personality affects buyer
preferences in content and style becomes crucial. Personality will determine
the relative salience of various product utilities as well as the preferred format
of the sales interaction.

The Epimethean (SJ) temperament values belonging to the various social
units such as the church, school board, clubs, etc. Social-organizational utility
results from the identification of a product with a selective set of demographic,
socioeconomic, or organizational types, producing an imagery or stereotype
(McIntyre & Kae 1988; Sheth 1983). It therefore follows that social-
organizational utility (or disutility) would be more important to SJs than to any
other temperament. Novelty or epistemic utility, on the other hand, will be most
valued by the variety-seeking Dionysian SPs.

The people-driven NFs will prefer the people-oriented style of communica
tion. They will elicit preference for establishing a persona bond with their
dyadic counterpart prior to discussing business. Conservative SJswill probably
prefer tradition-orientation in sales interactions.

SJs will also show a preference for quantifiable product performance data.
They will be impressed by a factual presentation, full of charts, graphs, and
statistics. Conversely, the Promethean NTs will be impressed by the use of
metaphor and anal ogy.
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While SJs will be swayed by reasoning and logic, NFs will be more
comfortable with the use of emotional appeals such as love, loyalty, fear, and
responsibility. Emotional utility (or disutility) — resulting from a product
being associated with feelings such as anger, respect, love, and fear — will
appeal more to NFs than to any other temperament.

SJsinsist on being right and, consequently, may promote disagreementsin a
sales encounter. NFs, on the other hand, are more likely to be con-
versationalists. The discussion may go on and on, without any inclination for
closure.

Managerial Implications

Conceptualizing buyer-seller interactions using the constructs of national
culture, organizational culture, and temperament yields a wide array of
manageria insights. It can help predict the outcome of a sales encounter. Based
on the similarity hypothesis, the greatest level of success in buyer-seller
interactions would occur where the buyer and seller are akin in their milieu of
national culture, organizational culture, and individual personality (Evans
1963). Conversely, the most challenging scenario and the one with the least
chance of success is denoted by a complete lack of congruence between the
buyer and seller in the areas of nationa culture, organizational culture, and
individual persondity. In such a situation, should the seller fail to recognize
this incongruence and take corrective action, a total mismatch in communica-
tion will occur resulting in virtual collapse of the transaction.

Bear in mind that the relative importance of the three dimensions in terms of
their influence on a sales interaction will be situationally determined. For
example, cross-cultural buyer-seller differences on the dimension of power
distance may be potentially crippling in one situation (e.g. aU.S. vendor selling
afairly generic product to a powerful Japanese buyer), whilein other casesthey
may not (e.g. an East Indian seller, who exhibits a large power distance, trying
to sell a similar product to a U.S. buyer, whose national culture embodies
smaller power distance). Similarly, consumer temperament will have little
relevance if the seller is operating in a sellers’ market (Frazier & Kale 1989;
Kale 1986).

Situational factors aside, the importance of the three constructs discussed in
this chapter has powerful implications in at least three areas: (i) choosing
national markets for doing business; (ii) fine-tuning a firm’'s organizational
culture; and (iii) recruiting and training salespeople for overseas business. This
conceptional framework also leads to the development of a “selling sequence”
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to maximize the success rate of cross-national face-to-face selling transac-
tions.

Choosing National Markets

National culture can be used as an important entry criterion along with such
traditional criteria as population, per capita income, the existence of
infrastructure, etc., with which to evaluate the attractiveness of various national
markets (Root 1987). Economics and infrastructure alone do not adequately
predict afirm's chances of success in aforeign market. For instance, although
Britain and the United States have somewhat similar per capitaincome Figures,
most U.S. firms will not succeed in Britain unless they adapt their marketing
practices to Britain's national culture. The U.S. firm will typically have an
easier time sdlling to buyers in Australia (which also has a high per capita
income) whichis culturally closer to the U.S. along Hofstede’s four dimensions
of national culture.

Using Hofstede's cultural dimensions, major national markets of the world
can be segmented into relatively homogeneous clusters (Kale 1985). A
company choosing national markets with a national culture similar to its own
(i.e. belonging to the same cluster) will have to undertake relatively little
learning and acculturation to sell its products successfully within these
markets. Conversely, if markets with radically dissimilar national cultures are
chosen, a lot of investment in acculturation, recruitment, and training of
personnel will be needed to sell acompany’s products successfully within these
markets. Thus, if a firm has to choose between two markets with comparable
levels of market potential, economic well-being, competition, and infra-
structural facilities, it should first choose one with the smaller “cultura
distance”.

Fine-Tuning Organizational Culture

If afirm is operating in a group of culturally homogeneous countries which
have a national culture different from its own (such as a British trading
company in West Africa), it can conscioudly design its organizational culture to
better reflect the national culture of its markets. This will enhance the skills of
the firm’s boundary personnel in dealing with buyers who share a different
national culture. Hindustan Lever Limited, a subsidiary of the Anglo-Dutch
conglomerate Unilever, has inculcated an organizational culture in its Indian
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subsidiary that takes into account the relatively low level of individualism, and
the relatively large power distance within India. Similarly, Coca Cola in Japan
has adopted the collective orientation of Japanese society (Wilson 1980).

Recruitment and Training of Salespeople

A cosmopolitan salesperson needs to possess a “flexible personality” (Simurda
1988). It has been suggested that the key attributes desired in a salesperson in
a cross-cultural selling situation include openness and sensitivity to others,
cultural appreciation and awareness, ability to relate across cultures, awareness
of one's own culturally derived values, and a certain degree of resilience to
bounce back after setbacks (Noer 1975). Using the Myers-Briggs insights into
personality, the perceivers (especialy SPs) are more likely to possess these
attributes than are judgers. In their characterization of judgers and perceivers,
Keirsey & Bates (1978) describe the judgers as “fixed” and the perceivers as
“flexible”. Furthermore, judgers, particularly SJs, like to plan their selling
strategy a priori, whereas perceivers tend to follow an “adapt as you go”
approach. Also, while the Epimethean SJs hunger for controlling the sales
transaction, perceivers will try hard to observe, understand, and adapt. This
adaptability gives perceivers an innate advantage in handling the various
contingencies involved in cross-national selling (Weitz 1981).

Knowing the customer in international sales means more than comprehend-
ing the customer’s product needs; it includes knowing the customer’s culture.
At broad levels, this culture is shaped by national culture and organizational
culture. At the level of preferred ways of acting, an understanding of the
customer’s temperament becomes important. A cosmopolitan salesperson will
become more adept at cross-national selling if given a thorough grounding in
the constructs of national culture, organizational culture, and individual
temperament.

The Sdlling Sequence

Figure 4.2 is a flowchart of cross-national selling transactions. This step-by-
step approach can be utilized in training sales personnel.

A well-trained salesperson is aware of his or her own conditioning and
personality. This awareness process has been portrayed in Figure 4.2 as self-
appraisal. The aim of self-appraisal isto develop aframe of reference whereby
one's own communication preferences with regard to content and style could
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be understood. Dimensions discussed in this paper under temperament,
organizational culture, and national culture become convenient labels with
which to generate self-awareness.

Impression formation involves understanding the buyer’s position on the
three constructs. Typically, national culture and organizational culture can be
assessed even before the seller meets with the buyer. Hofstede (1983) provides
scores and ranks for fifty countries on the basis of their positions on the four
dimensions of national culture. The organizational culture of most large and
medium sized companies can be gleaned from their press-releases, annual
reports, and from popular literature (Deal & Kennedy 1982). A salesperson
trained in typewatching can assess a buyer’s temperament with afair degree of
accuracy in arelatively short period of interaction. An accurate impression of
the buyer in terms of national culture, organizational culture, and temperament
lays the foundation for relationship building, which is so critical to successful
sdlling.

In the third step, the seller goes through the mental exercise of “ discrepancy
identification”. This involves comparing the buyer’s estimated position on the
various dimensions of the three constructs with one’s own. This alertsthe seller
to potential problem areas in communication arising out of differences in
temperament and cultural conditioning.

Strategy formulation involves minimizing the impact of problem areas
identified in the earlier step. For instance, if the buyer is afeeler, and the seller
isathinker, the seller needs to modify his persuasion style. While his preferred
persuasion style islogical and impersonal, this may not fit well with the buyer.
The appropriate style in this instance would be to appeal to the buyer’s feelings
and emotions, and to point out the people-benefits behind the seller’s offering.
Similar adjustments need to be made on other dimensions as well where
discrepancies exist between the seller and the buyer.

Transmission involves implementation of the communication/persuasion
strategy. During the course of transmission, the seller should be sensitive to the
verbal and non-verbal feedback received from the buyer. If the seller has
correctly identified the buyer's mind-set based on temperament and culture, the
strategy should be on target, and the feedback received from the buyer will be
encouraging.

Assessing the effect of the communication strategy constitutes the
“evaluation” phase (Weitz 1978). If the seller’s communication objectives are
realized, then the encounter has been successful. If not, the seller goes through
the “adjustment” process where buyer impressions, discrepancies, and strategy
are re-evauated, and the transmission modified. At the evaluation and
adjustment phases, the seller always has the choice of cutting short the
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encounter, and trying again at afuture point in time. Regardless of the outcome,
every encounter adds to the seller’s repertoire of experiences, skills, strategies,
and alternative transmission approaches.

Summary

This paper provided a general framework to investigate cross-national personal
selling transactions. Three levels of influences were identified: national culture,
organizational culture and individual temperament. Buyer-seller positions
along these constructs largely determine the overall compatibility in dyadic
communication.

For each of the three constructs, there exist field-tested measurement
instruments. Scholars in marketing and international business are urged to
utilize these instruments in their studies of cross-national negotiation and
marketing issues. From a managerial perspective, the practical applications and
intuitive appeal of the proposed three-construct framework are indeed exciting.
This conceptual schema should prove useful in the areas of selecting national
markets, shaping an appropriate organizational culture, and the recruitment and
training of cosmopolitan salespeople.
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Chapter 5

Cultural Aspects of International
Business Negotiations

Jean-Claude Usunier

Some researchers have questioned the very fact that cultural differences have
an impact on international business negotiations, arguing that negotiation is
negotiation irrespective of where and with whom it takes place. Zartman (1993,
p. 19) has phrased it in strong terms:

Culture is to negotiation what birds flying into engines are to
flying airplanes or, at most, what weather is to aerodynamics —
practical impediments that need to be taken into account (and
avoided) once the basic process is fully understood and
implemented.

However, there is now much empirical support for the view that culture has an
impact on business negotiations (see for instance, Faure & Rubin 1993;
Graham et al. 1994; Leung 1997; Brett & Okumura 1998; Bazerman et al.
2000; Adair et al. 2001; Adler 2002; Wade-Benzoni et al. 2002). Support is
coming as well from authors actually involved in international negotiations
(Foster 1995; Cohen 1997; Herbig 1998; Schuster & Copeland 1999; Saner
2000). When negotiating internationally, one needs cultura knowledge and
skillsin intercultural communication. Many agreements have to be negotiated,
drafted, signed and finally implemented: sales contracts, licensing agreements,
joint ventures and various kinds of partnerships, agency and distribution
agreements, turnkey contracts, etc. Negotiation is not only based on legal and
business matters, hard facts which are often emphasized as being the sole
important facts, but aso on the quality of human and socia relations, “soft
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facts’ which become of the utmost importance in an intercultural encounter.
Goldman (1994) emphasizes, for instance, the importance to the Japanese of
ningensei which, literally translated, means an all-encompassing and over-
riding concern and prioritising of “humanity” or human beingness (see Box
5.1). According to Japanese specidlists in international marketing negotia-
tions:

The North American and U.K. negotiators failed to commu-
nicate ningensel a the first table meeting. Rushing into bottom
lines and demanding quick decisions on the pending contract,
they also overlooked the crucial need for ningensei in develop-
ing good will ... Hard business facts alone are not enough . . .
Ningensei is critica in getting Japanese to comply or in
persuading Japanese negotiating partners (Nippon Inc. Consulta-
tion, quoted in Goldman 1994: 31).

There are various kinds of “distances’ between the potential partners: physica
distance certainly, but also economic, educational and cultural distance, which
tend to inflate the cost of negotiating internationally. Difficulties in interacting,
negotiating, planning common ventures, working them out and achieving them
together are deeply rooted in the cultural, human and social, background of
business people. They are not related to a superficial variance of business
customs, and simple “empathy” is not enough for the avoidance of
misunderstandings. In fact, people with different cultural backgrounds often do
not share the same basic assumptions (see below) and this has an influence at
severa levels of international business negotiations: the behavioural predis-
positions of the parties; their concept of what is negotiation and what should be
an appropriate negotiation strategy; their attitudes during the negotiation
process which may lead to cultural misunderstandings and undermine trust
between the parties; differences in outcome orientation. This chapter is the
introductory text to Part 11: it makes a summary of the topic, especialy through
Table 5.1, and it indicates where particular aspects of the influence of culture
on international business negotiations are treated at greater length in other
chapters.

Culture Defined

Culture as Learned and Forgotten Norms and Behavioural Patterns

Sometimes culture has a reputation for being rather vague, for being a
somewhat “blurred” concept. The Swedish writer Selma Lagerl6f defines
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culture as “what remains when that which has been learned is entirely
forgotten”. Depicted thus, culture may appear to be a“rubbish-bin” concept. Its
main use would be to serve when more precise explanations have proved
unsuccessful. It would also serve as an explanatory variable for residuals, when
other more operative explanations seem inadequate. Nevertheless, Selma
Lagerlof’* s definition does have the important merit of identifying two basic
elements of cultural dynamics (at the individua level):

(1) Itislearned.
(2) It isforgotten, in the sense that we cease to be conscious (if we ever have
been) of its existence as learned behaviour.

For example, if one has been told during childhood that modest and self-
effacing behaviour is suitable when addressing other people, especialy at first
contact — which is the case in most Asian cultures — one forgets about this
and is easily shocked by assertive, apparently boastful, behaviour which may
appear in other cultures. Although largely forgotten, culture permeates our
daily individual and collective actions. It is entirely oriented towards our
adaptation to reality (both as constraints and opportunities). Since culture is
“forgotten”, it is mostly unconsciously embedded in individual and collective
behaviour. Individuals find, in their cultural group, pre-set and agreed-upon
solutions which indicate to them how to articul ate properly their behaviour and
actions with members of the same cultural group.

Basic Definitions of Culture

Culture has been defined extensively, precisely because it is somewhat all-
encompassing. After having assessed its nature as learned and forgotten, we
need to provide some additional definitions of culture. Ralph Linton (1945: 21)
for instance, stresses that it is shared and transmitted: “A culture is the
configuration of learned behaviour and results of behaviour whose component
elements are shared and transmitted by the members of a particular society”.
However, we should not go too far in considering the individual as simply
programmed by culture. At a previous point in his landmark book, The Cultural
Background of Personality, Linton had clearly indicated the limits of the
cultural programming which a society can impaose on an individual:

No matter how carefully the individual has been trained or how
successful his conditioning has been, he remains a distinct
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organism with his own needs and with capacities for independ-
ent thought, feeling and action. Moreover he retains a
considerable degree of individuality (1945: 14-15).

If individuals have some leeway, then what use is culture to them? According
to Goodenough (1971), culture is a set of beliefs or standards, shared by a
group of people, which help the individual decide what is, what can be, how
one feels about it, what to do and how to go about doing it. On the basis of this
operational definition of culture, there is no longer any reason why culture
should be equated with the whole of one particular society. It may be more
related to activities that are shared by a definite group of people. Consequently
individuals may share different cultures with several different groups, a
corporate culture with colleagues at work, an educational culture with other
MBA graduates, an ethnic culture with people of the same ethnic origin. When
inaparticular situation, they will switch into the culture that is operational. The
term “operational”, in this context, implies that a culture must be shared with
those with whom there must be co-operation, and that it must be suitable for the
task.

Goodenough’s concept of “operating culture” assumes that individuals are
able to choose the culture within which to interact at a given moment and in a
given situation. This is, of course, subject to the overriding condition that this
culture has been correctly internalised during past experiences, that it is so well
learned that it can be forgotten. Although the concept of operating culture is
somewhat debatable, it does have the advantage of clearly highlighting the
multicultural nature of many individuals in today’s societies, including
binationals, multilingual people and people who have an internationa
professional culture or are influenced as employees by the corporate culture of
a multinational company. In this respect, international negotiation between
culturaly different organisations results in creating a new operating culture, a
common set of beliefs and solutions, which is especialy the case of joint
ventures (Brannen & Salk 2000).

Significant Components of Culture

The following are some significant elements of culture that have an impact on
international business negotiations, illustrated by examples in this chapter and
other chapters of Part II.

Language and communication The way in which people communicate (that
is both emit and receive messages) and the extent to which their native
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language frames their world-views and attitudes directly affects international
business negotiations (see for instance, Adachi 1998). They require a dialogue,
although partners may have different native languages, writing contracts in a
foreign language (at least foreign to one side) using interpreters, trying to
express ideas, concepts which may be unique in a particular language, etc.

Institutional and Legal Systems Differences in legal systems, contractual
formalism and recourse to litigation express contrasts in how societies are
organised in terms of rules and decision-making systems. The level of formality
in addressing public and private issues has to be considered in any kind of
negotiated partnership, including the discussion of joint-venture contracts, the
registration of subsidiaries and the addressing of sensitive issues with the
public authorities of the host country.

Value Systems The prevailing valuesin a particular society, and the extent to
which they are respected in the everyday behaviour of individuals, are
important because they affect the willingness to take risks, the leadership style
and the superior-subordinate relationships. This is true for the relationships
between negotiators within a particular team, antagonistic negotiation teams
and the negotiators on both sides and those from whom they have received the
mandate for negotiating.

Time Orientations Attitudes towards time and how it shapes the way people
structure their actions have a pervasive yet mostly invisible influence.
Differences in punctuality, reflected in everyday negotiation behaviour, may
probably appear as the most visible consequence, but differences in time
orientations, especially toward the future, are more important as they affect
long-range issues such as the strategic framework of decisions made when
negotiating (see Chap. 8).

Mindsets Whether called “Mindsets’ (Fisher 1988), “intellectua styles’
(Galtung 1981) or “mental models’ (Bazerman et al. 2000), another major
difference concerns the way people reflect on issues. Do they prefer to rely on
data, ideas or speech, and which combination of these? How does thisinfluence
the way they relate words and actions? Mindsets influence ways of addressing
issues, of collecting information, of choosing the relevant pieces of information
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and of assessing their “truthfulness’, so that finaly they influence the
negotiation process and the resulting decisions.

Relationship Patterns These concern how the individua relates to the
group(s); what the dominant family and kinship patterns are; and how
relationships are framed (individualism/collectivism; patronage relationships).
These patterns affect international business negotiations through the style of
interaction between people, their decision-making process, and the way in
which they mix human relationships and business matters (see Leung 1997).

The Influence of Culture on some I mportant Aspects of
Business Negotiations

Culture and Negotiation: The Academic Literature

A large part of the academic literature on the influence of culture on
international business negotiations uses a comparative and cross-cultural
setting (see for instance Graham 1985 or Wade-Benzoni et al. 2002). A
laboratory experiment (e.g. the negotiation simulation by Kelley 1966, or the
sale of rights to atelevision station as in Tenbrunsel & Bazerman 2000) helps
in the comparison of negotiations between people of various nationdities.
Nationality is used as a proxy and summary variable for culture. A basic
description is made of the cultural traits of a specific nationality in negotiations,
which is then contrasted with one or more different national groups. It is the
basis for some hypotheses on either the process or the outcome of these
negotiations, where the membership of a specific national group is one of the
main explanatory variables.

It is advisable to be prudent before directly transposing data, on the
behaviour or negotiation strategies of people from a particular country which
have been collected during negotiations with their compatriots. Some traits
may not recur when people are negotiating with partners of other nationalities.
For instance, when Italians negotiate together, or with the French, they may not
adopt exactly the same behaviour and strategies as they do when negotiating
with Americans. Adler & Graham (1989) address the issue of whether these
simple international comparisons are fallacies, when and if researchers are
trying to describe cross-cultural interactions accurately. They demonstrate that
negotiators tend to adapt their behaviour in intercultural negotiation. They do
not behave as predicted by that which has been observed in intracultura
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negotiations. Therefore their behaviour as observed in intracultural negotiations
can only serve as a partial basis for the prediction of their style and strategies
when negotiating with people belonging to different cultures. Graham and
Adler, for instance, show that French-speaking Canadians are more problem
solving orientated when negotiating with English-speaking Canadians than
they normally are among themselves.

Hence, the word “intercultural” in this text directly relates to the study of
interaction between people with different cultural backgrounds. The word
“cross-cultural” relates to a research design that is generally comparative but
may also be centered on the encounter/interaction.

General Influence of Culture on Business Negotiations

Culture has mostly an indirect influence on the outcome of negotiations (see,
for instance, the models of McCall & Warrington 1990; Graham & Sano 1990;
see also Bazerman et al. 2000). It works through two basic groups of mediating
variables: the situational aspects of the negotiation (time and time pressure,
power and exercise of power, number of participants, location, etc.); and the
characteristics of the negotiators (especially personality variables and cultural
variables). These two groups of factors, in turn, influence the negotiation
process, which ultimately determines the outcome (Jolibert 1988). However, it
is my contention that culture also has an influence on the outcome orientation:
certain cultures are more deal/contract oriented whereas others favor relation-
ship development. This is further developed later in this chapter and in Chaps
8 and 9. A census of theimpact of culture on international business negotiations
is given in Table 5.1. It indicates the positions in other chapters where these
topics are treated with more detail.

Behavioural Predispositions of the Parties

Who is Seen as a Credible Partner?

Triandis (1983: 147) has emphasized three dimensions of the self-concept
which may have a strong influence on the cultural coding/decoding process of
credibility:
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Table5.1: The impact of cultural differences on international marketing
negotiations.

1. Behavioural predispositions of the parties

Concept of the self Impact on credibility (in the awareness and
exploration phases)

Interpersonal orientation Individualism vs. collectivism/ relationship
vs. deal orientation

In-group orientation Similarity/“ Limited good concept”

Power orientation Power distance (Chap. 6)/Roles in negotiation
teams/Negotiators' leeway

Willingnessto takerisks ~ Uncertainty avoidance (Chap. 5)/Degree of
self-reliance of negotiators

2. Underlying concept of negotiation/Negotiation strategies

Distributive strategy Related to in-group orientation/Power dis-
tance/I ndividualism/Strong past orientation
(Chaps 5 and 6)

Integrative strategy Related to problem-solving approach and
future orientation (Chap. 8)

Role of the negotiator Buyer and seller’s respective position of
strength (Chaps 4 and 17)

Strategic time frame Continuous vs. discontinuous/Temporal ori-

entations (Chap. 8)

3. Negotiation process

Agenda setting/Scheduling  Linear-separable time/Economicity of time/
the negotiation process Monochronism/Negotiating globally vs.
negotiating clauses (Chap. 8)

Information processing Ideologism vs. pragmatism/Intellectual styles
(Chap. 5)

Communication Communication styles (Chap. 7)/degree of
formality and informality

Negotiation tactics Type and frequency of tactics/Mix of business

with affectivity (Chap. 7)

Relationship development  The role of “Atmosphere” as bearing the
history of the relationship and facilitating
transition (Chap. 9)
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Table5.1: Continued.

4. Outcome orientations

Partnership as outcome Making a new in-group — “marriage” as
metaphoric outcome

Deal/Contract as outcome  Contract rules being the law of the parties
(litigation orientation)

Profit as outcome Accounting profit orientation (economicity)
Winning over the other Distributive orientation
party
Time line of negotiation Continuous vs. discontinuous view of negotia-
tion (Chap. 8)

(1) self-esteem: the extent to which people think of themselves as very good
or not too good;

(2) perceived potency: the extent to which people view themselves as
powerful, able to accomplish amost any task; and

(3) perceived activity: the person sees him/herself as a doer, an active shaper
of the world.

Since people generally live in homogeneous cultural settings (i.e. countries or
regions within countries with one language, a dominant religion and shared
values) they use the same cultural codes. But when people do not share the
same codes, this may create problems for establishing credibility/trust. For
example, a credible person may be considered by the emitter (coder) to be
somebody showing a low self-concept profile (modest, patiently listening to
partners, speaking little and cautiously etc.); if, conversely, the receiver
(decoder) considers a credible person as somebody with a high self-concept
profile (showing self-confidence, speaking arrogantly, not paying much
attention to what the other is saying, etc.) there will be a credibility
misunderstanding.

A classic example is the misinterpretation by the Soviet leader Khrushchev
of the credibility of the American president, John F. Kennedy. It was one of the
main reasons for the seriousness of the Cuban missile crisis at the beginning of
the 1960s. Kennedy and Khrushchev had held talks in Vienna, after the
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unsuccessful invasion by U.S. soldiers resulting in defeat at the Bay of Pigs.
During their meeting, the young President Kennedy recognised that this attack
had been a military and political mistake, which he regretted. Khrushchev saw
this confession of error as a testimony of Kennedy's frank naivety and lack of
character. He therefore inferred that it was possible to gain advantage by
installing nuclear missiles in Cuba, which would have been targeted at the
United States. This led the world to the brink of nuclear war between the
superpowers. The events which followed showed that Khrushchev had been
wrong in evaluating Kennedy’s credibility. Ultimately, Kennedy showed great
firmness and negotiation skill.

Khrushchev's mistake may be explained by differences in cultural coding of
credibility. Whereas in the United States, reaching a high position while still
young is positively perceived, Soviet people associate age with the ability to
carry responsibilities. Moreover, the admission of a mistake or a misjudgement
isalso positively perceived in the United States. U.S. ethics value frankness and
honesty. There is the belief that individuals may improve their behaviour and
decisions by taking into account the lessons of experience. On the other hand,
in the Soviet Union, amdission of errors was rare. It generally implied the very
weak position of people subjected to the enforced confessions of the Stalinist
trials.

Signs of Credibility

Personal credibility is decoded through the filter of numerous physical traits,
which are not often actively taken into consideration as they seem to be only
appearances, or because we tend to use these reference points unconsciously
(Lee 1966). Being tall may, for instance, be perceived as asign of strength and
character. Stoutness may be considered a positive sign for a partner in societies
where starvation is still a recent memory. Where malnutrition is a redlity for a
section of the population, it is better to be fat, that is, well nourished and
therefore rich-and powerful-looking. Naturaly these signs have a relative
value. Weight, height, age and sex cannot be considered as adequate criteriafor
selecting negotiators. Furthermore, people may, in fact, be largely aware of the
cultural code of the partner.

Each of these basic signs plays a role in the initial building of a credibility
profile: age, sex, height, stoutness, face, tone and strength of the voice, self-
esteem, perceived potency, perceived activity, etc. This profile is a priori
because it only influences credibility in early contacts, that is, in the phase of
awareness and at the beginning of the exploration phase (Scanzoni 1979).
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I nterpersonal Orientation

The reproach made to Western business people by the Japanese, quoted in the
introduction of this chapter, illustrates differences in interpersona orientation.
The concept of ningensel, presented at the beginning of this chapter has to do
with the Confucian ethic which favors smooth interactions, underplaying
conflict to the benefit of social harmony. For instance, the interpersonal
sensitivity of Japanese people and their sincere interest in foreign cultures and
people may make them friendly hosts at business lunches or dinners. As
emphasized by Hawrysh & Zaichkowsky (1990: 42), “Before entering serious
negotiations, Japanese business men will spend considerable time and money
entertaining foreign negotiating teams, in order to get to know their negotiating
partners and establish with them a rapport built on friendship and trust”. But it
should never be forgotten that Japanese negotiators remain down-to-earth: they
are strongly aware of what their basic interests are. Ningensel is, in fact, typical
of collectivist values of interpersona relationships (see Box 5.1). A basic
divide in the interpersona orientation is the individualism/collectivism divide
(for areview of itsimpact on negotiation behaviour, see Leung 1997; Tindey
& Pillutla 1998). Its relevance for international business negotiations is
examined in the following chapter.

Box 5.1

1. Based on active listening, jen is a form of humanism that trandates into
empathetic interaction and caring for the feelings of negotiating associates, and
seeking out the other’s views, sentiments and true intentions.

2. Shu emphasizes the importance of reciprocity in establishing human relationships
and the cultivation of “like-heartedness’; in Mastumoto's (1988) words it is
“belly communication”, a means of coding messages within negotiating, social
and corporate channels that is highly contingent upon affective, intuitive and non
verbal channels.

3. |, also termed amae, is the dimension which is concerned with the welfare of the
collectivity, directing human relationships to the betterment of the common good.
“The i component of ningensel surfaces in Japanese negotiators commitment to
the organization, group agendas and a reciprocity (shu) and humanism (jen) that
is long-term, consistent and looks beyond personal motivation”.

4. Li refers to the codes, corresponding to precise and formal manners, which
facilitate the outer manifestation and social expression of jen, shu and i. The
Japanese meishi ritual of exchanging business cards is typical of li coded
etiquette.

Source: adapted from Goldman 1994; 32-33.
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I n-group Orientation

Equal concern for the other party’s outcome is not necessarily to be found
across all cultures. Cultures place a stronger or weaker emphasis on group
membership (the other party is/is not a member of the in-group) as a
prerequisite for being considered a trustworthy partner. In cultures where there
is aclear-cut distinction between the in-group and the out-group (according to
age, sex, race or kinship criteria) people tend to perceive the interests of both
groups as diametrically opposed. This is related to what has been called the
concept of “limited good” (Foster 1965).

According to the concept of “limited good”, if something positive happens
in favour of the out-group, the wealth and well-being of the in-group will be
threatened. Such reactions are largely based on culture-based collective
subjectivity: they stem from the conservative idea that goods and riches are by
their very nature restricted. If one yields to the other party even the tiniest
concession, this is perceived as directly reducing what is left for in-group
members. The concept of “limited good” induces negotiators to adopt very
territorial and distributive strategies. It is a view which clearly favors the idea
of the zero sum game, where “I will lose whatever you may win” and vice
versa. In Mediterranean and Middle Eastern societies where the in-group is
highly valued (clan, tribe, extended family) the concept of “limited good” is
often to be found; it slows the adoption of a problem-solving orientation, since
co-operative opportunities are ssimply difficult to envisage.

It has been in fact argued that members of collectivist cultures make a sharp
distinction between in-groups and out-groups, a reason for that being that
harmony enhancement is only viewed as possible with in-group members (see
Leung 1997, for a review of the empirical support). However, there is always
some free room for negotiating insider/outsider status not only within but also
across cultures. Merriam et al. (2001) present a number of case studies showing
how people can gain status as partia insiders by leveraging on common
features that transcend the borders of cultures, such as gender or professional
cultures. Haugland (1998) demonstrates the role of a shared professional
culture in blurring the ingroup/outgroup borders in an increasingly globalized
world. His findings show that there is no significant impact of cultural
differences on the international buyer-seller relationship in the context of the
fisheries industries, whether trading partners of Norwegian exporters are Euro-
pean or American (more in-group) or Japanese (more out-group). As he points
out, “Itisnot unlikely that industries or trades which are very international will
develop a specific industry culture, serving the role of unifying persons and
companies from different nations and ethnic groups’ (p. 27).
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Power Orientation

One must distinguish between the formal power orientation on the one hand
and the real power/decision-making orientation on the other. Thefirst hasto do
with the display of status and how it may enhance credibility, especialy in high
perceived-potency societies. This involves the kind of meetings, societies,
clubs, alumni organizations which assemble potentially powerful people.
Belonging to such circles gives an opportunity for socializing and getting to
know each other. The ssimple fact of being there and being a member of a
certain club is the main credibility message. The signs of forma power
orientation differ across cultures; they may range from education and titles
(English public schools, French Grandes Ecoles, Herr Doktor, etc.) to
belonging to a particular social class or caste.

Real power orientation is a somewhat different issue. As illustrated in Box
5.2 with an African example, there may be wide differences between formal
and actua influence on the decision-making process. When making contacts, in
across-cultural perspective, people should be aware of the following:

(1) statusisnot shown in the same way according to culture;

(2) influential persons are not the same and individual influence is not exerted
in the same way; and

(3) the decision-making process differs.

Box 5.2

The story takes place in the corridor to the office of the Minister of Industry of the
Popular Republic of Guinea. Whether you had an appointment or you came to
request a meeting, you had to be let in by the door-keeper. Besides, the door was
locked and he had the key. He was a little man, looking tired and wearing worn-out
clothes; his appearance led foreign visitors to treat him as negligible and to pay little
attention to him. When visitors had a lengthy wait while seeing other people being
given quick access to the minister, they often spoke unreservedly to the old man who
seemed to have only limited language proficiency. In fact, the door-keeper spoke
perfect French and was the uncle of the minister, what gave him power over his
nephew according to the African tradition. It was well-known that the Minister
placed high confidence in his uncle’'s recommendations. Thus, some foreign
contractors never understood why they did not clinch the dea athough they had
devel oped winning arguments with the minister himself.

Source: Reported by Prof. Gérard Verna, Université Laval, Québec. Reproduced
with permission.
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Hofstede (1989) in his article about the cultural predictors of negotiation styles
(see Chapter 6) hypothesises that larger power distance will lead to a more
centralized control and decision-making structure because key negotiations
have to be concluded by the top authority (see Chapter 6 in this book, which
examines how Hofstede's four-dimension framework may be applied to aspects
of international business negotiations). And, in fact, Fisher (1980) notes in the
case of Mexico, a typically high-power distance country (score of 81 on
Hoftsede's scale; see the following chapter) one finds a relatively centralised
decision-making, based on individuals who have extended responsibility at the
top of the organisation. They become frustrated when confronted by the
Americans who tend to have several negotiators in charge of compartmen-
talised issues:

In another mismatch of the systems, the Americans find it hard
to determine how much Mexican decision-making authority
goes with which designated authority. There, as in many of the
more traditional systems, authority tends to reside somewhat
more in the person than in the position, and an organization chart
does little to tell the outsider just what leverage (palanca) the
incumbent has (Fisher 1980: 29).

Willingness to Take Risks
Negotiation activities are associated with risk-taking. Disclosing information,
making concessions or drafting clauses involves risk taking because there is
always a certain degree of vulnerability to the other party’s opportunist actions.
As shown by Weber & Hsee (1998), cultural differences exist in the perception
of risk rather than in the attitudes towards perceived risk. They studied how
respondents from China, USA, Germany and Poland, differed in risk
preference for risky financial options and found the Chinese to be the less risk
averse, with the Poles in the middle, and Germans and Americans showing the
highest level of risk aversion. However, they show that attitudes towards
perceived risk are shared cross-culturaly, that is, people across cultures tend to
be consistently willing to pay more for less risky options. What differs is the
perception of risk itself. As emphasized by Weber & Hsee (1998: 1207), “An
understanding of the reasons why members of different groups (for example,
different cultures) differ in preference or willingness-to-pay for risky optionsis
crucia if one wants to leverage this differences into creative integrative
bargaining solutions in inter-group negotiations’.

Risk taking is related to Hoftsede's cultural dimension of uncertainty
avoidance which measures the extent to which people in a society tend to feel
threatened by uncertain, ambiguous, risky or undefined situations. Where
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uncertainty avoidance is high, organisations promote stable careers, produce
rules and procedures, etc. “Nevertheless societies in which uncertainty
avoidance is strong are also characterized by a higher level of anxiety and
aggressiveness that creates, among other things, a strong inner urge to work
hard” (Hofstede 1980&). Hofstede points out that “uncertainty avoidance
should not be confused with risk avoidance . . . even more than reducing risk,
uncertainty avoidance leads to a reduction of ambiguity” (1991: 116).

A high level of uncertainty-avoidance is noted by Hoftsede (1980) as being
associated with a more bureaucratic functioning and a lower tendency for
individuals to take risks. This may be a problem for business negotiators when
they have received a mandate from top management. For instance, the
bureaucratic orientation in ex-communist countries has imposed strong
government control on industry. As a consequence, Chinese negotiators, for
instance, tend not to be capable of individual decision-making. Before any
agreement is reached, official government approval must be sought by Chinese
negotiators (Eiteman 1990). The same has been noted by Beliaev et al. (1985:
110) in the case of Russian negotiators: “Throughout the process, a series of
ministries are involved . . . Such a process aso limits the degree of risk taking
that is possible.. . . the American who does see it from (the Soviet) perspective
may well interpret it as being slow, lacking in intiative and unproductive’. Tse
et al. (1994) confirm this tendency in the case of Chinese executives who tend
to consult their superior significantly more than Canadian executives who
belong to alow uncertai nty-avoidance society.

Underlying Concepts of Negotiation and Negotiation
Strategies

I ntegrative Orientation vs. Distribution Orientation

In business negotiations, the purchaser (or team of purchasers) and the vendor
(or group of vendors) are mutualy interdependent, and their individual
interests clash. The ability to choose effective negotiation largely explains the
individual performance of each party on the one hand, and the joint outcome on
the other. In pitting themselves against each other, the parties may develop
opposing points of view towards the negotiation strategy which they intend to
adopt: distributive or integrative. In the distributive strategy (or orientation) the
negotiation processis seen as leading to the division of a specific “cake” which
the parties fed they cannot enlarge even if they were willing to do so. This
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orientation is also termed “competitive negotiation” or “zero sum game’. It
leads to a perception of negotiation as a war of positions — territoria in
essence. These are negotiations of the “win-lose” type — “anything that isn’t
yoursis ming’ and vice versa.

The negotiators hold attitudes and objectives that are quasi-conflictive.
Interdependence is minimised whereas opposition is emphasized. At the
opposite end of the spectrum is the integrative orientation (Walton & McKersie
1965). The central assumption is that the size of the “cake”, the joint outcome
of the negotiations, can be increased if the parties adopt a co-operative attitude.
This idea is directly linked to problem-solving orientation (Pruitt 1983).
Negotiators may not be concerned purely with their own objectives, but may
also be interested in the other party’s aspirations and results, seeing them as
amost equally important. Integrative orientation has been termed *“co-
operative’ or “collaborative’. It results in negotiation being seen as an attempt
to maximise the joint outcome. The division of this outcome is to a certain
exent secondary or is at least perceived as an important but later issue. Here
negotiation is a “positive sum game” where the joint outcome is greater than
zero.

In practice, effective negotiation combines distributive and integrative
orientations simultaneoudly, or at different stages in the negotiation process
(Pruitt 1981). The “dua concern model” (Pruitt 1983) explains negotiation
strategies according to two basic variables: concern for one's own outcome
(horizontal axis) and concern for the other party’s outcome (vertical axis). This
leads to four possible strategies (see Table 5.2). According to this model, the
ability to envisage the other party’s outcome is a prerequisite for the adoption
of an integrative strategy.

Problem-solving orientation can be defined as an overal negotiating
behaviour that is co-operative, integrative and orientated towards the exchange
of information (Campbell et al. 1988; Adler 2002). Fair communication and the

Table 5.2: The dual concern model.

Concern for one’'s own outcomes = Low High
Concern for the other party’s outcomes
[}
High Yielding Integrative strategy

Low Inaction  Contending
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exchange of information between negotiators are important. “Problem solvers’
exchange representative information, that is, honest and objective data. There
is no desire to manipulate the partner, as in instrumental communication
(Angelmar & Stern 1978). Exchanging representative information is con-
sidered a basic element in problem-solving orientation. Empirical studies
(experimental negotiation stimulation) have shown that this orientation
positively influences the common results of negotiation (Pruitt 1983). Rubin &
Carter (1990), for instance, demonstrate the general superiority of co-operative
negotiation by developing a model whereby a new, more co-operative contract
provides both the buyer and the seller with cost reduction, compared to a
previous adversarial contract.

There are, however, some conditions; the first is the availability of cost-
related data, the second is the release of this data to the other party during
negotiation. The sharing of data is obviously conditioned by culture, language
and communication-related issues. The adoption of an integrative strategy is
facilitated by the following:

(1) ahigh level of aspirations on both sides (Pruitt & Lewis 1975);

(2) the ahility to envisage the future (see Chap. 8);

(3) the existence of a sufficient “perceived common ground”, that is, enough
overlap between the interests of the two parties (Pruitt 1983).

Cultural Dispositionsto Being Integrative

Even though one may accept the superior effectiveness of integrative strategies,
in as far as they aim to maximise the joint outcome, the problem of how this
joint outcome is divided between the two sides remains largely unaddressed.
When integrating the cultural dimension, three questions merit consideration:

(1) Do the parties tend to perceive negotiations as being easier, and do they
tend to adopt an integrative orientation more readily, when they both share
the same culture?

(2) Do negotiators originating from particular cultures tend towards an
integrative or distributive orientation? Furthermore, do negotiators origi-
nating from cultures which favor a problem-solving orientation risk seeing
their persona results heavily diminished by a distributive partner who
cynically exploits their good will?

(3) Do cultural differences and intercultural negotiation reduce the likelihood
of integrative strategy?
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Difficultiesin Being I ntegrative in an Intercultural Negotiation Situation

Generaly, speaking, it seems more difficult to pursue an integrative strategy in
an intercultural than intracultural setting. Nationalistic feelings are easily
aroused by conflicts of interest and the partner may easily be subjectively
perceived as an “adversary”, occupying a different and rival territory. These
negative feelings are often reinforced by an alleged atmosphere of “economic
war” which, for instance, resultsin “Japan bashing” in the United States where
the Japanese are considered to be unfair competitors. According to this view, a
potential partner belonging to another country-culture would aso be perceived
as aglobal adversary.

There is general agreement in the existing literature that the results of
negotiation are less favorable when the negotiation is intercultural as opposed
to intracultural, all other things being equal (Sawyer & Guetzkow 1965; Corne
1992; Brett & Okumura 1998; Bazerman et al. 2000). Van Zandt (1970)
suggests that the negotiations between Americans and the Japanese are six
times as long and three times as difficult as those exclusively between
Americans. This increases the costs of the transaction for the American firms
in Japan owing to the relative inefficiency of communication. Brett & Okumura
(1998) show that intercultural U.S.-Japanese negotiations result in significantly
lower joint gains than intracultural U.S. or Japanese negotiations (in which
both national groups achieve similar joint gains). It seems that an explanation
is that intercultural negotiators lack sufficient skills to adapt successfully and
need alot more clarifying statements than do intracultural negotiators (Adair et
al. 2001). Another possible explanation is that American negotiators tend to use
harder tactics, engaging in threats, demands and sanctions when there is more
cultural distance with their partners culture (Rao & Schmidt 1998). The
subjective satisfaction of the negotiators (measured by a questionnaire) in their
result tends to be inferior for intercultural negotiation compared to intracultural
negotiation (Weitz 1979; Graham 1985; Graham et al. 1994). However, recent
empirical findings have disconfirmed this. In Brett & Okumura (1998)
intercultural negotiators were more happy and satisfied with the negotiation
than were intracultural negotiators. This can be explained either by the
subjective reward effect of achieving an obviously more difficult negotiation
task (i.e. inter- as compared with intracultural negotiation) or by people being
satisfied in both cultural groups by different — and not competing — outcomes
(joint gains for Americans vs. outcome parity for the Chinese, asin Tindey &
Pillutla 1998).

Problem-solving depends on a collaborative attitude which is easier with a
partner from the same culture. Negotiation partners similarity, according to
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Rubin & Brown (1975), leads to more trust and an enhanced level of
interpersonal attraction. As emphasized by Pornpitakpan (1999), greater
similarity between two parties will induce greater interpersonal attraction.
People need to evaluate others before entering into interaction: similarity
facilitates accurate appraisal in the process of social comparison. As aresult of
similarity, each side tends to consider communication from the other as more
representative, more honest and truthful. In other words, one party perceives
that it transmits fairly objective information and does not try to unduly
influence the other party, as is the case with instrumental communication (in
the sense of Angelmar & Stern 1978). The hypothesis that the similarity of the
parties leads to a more favorable outcome was proposed by Evans (1963).
Similarity facilitates awareness and exploration between parties. In fact, it is
more a question of perceived similarity which leads to more co-operative
behaviour in negotiation (Matthews et al. 1972). If this similarity is perceived
but not based on dtrictly objective indications (such as shared nationality,
language or educational backgrounds) a dissymetric view of similarity may
arise between the buyer and seller. For instance, many business people in the
Middle East have a good command of either the English or French language
and culture. Middle Eastern business people are often perceived by their
American or European counterparts as being similar, whereas they may
perceive their Western counterparts as different.

The role adopted in negotiation, buyer or seller, combines with perceived
similarity. If sellers perceive a greater similarity, this can lead to a stronger
problem-solving orientation on their part. Although appealing, similarity-based
hypotheses have been poorly validated by the empirical study carried out by
Campbell et al. (1988). No significant relationship was found among American
and British buyer/seller pairs. similarity did not favor problem-solving
orientation. In the case of the French and the Germans, the perceived similarity
only led to a stronger problem-solving orientation on the part of the seller.
However, in Campbell et al. (1988) the actual dissimilarity between negotiators
was strongly reduced by the fact that al the simulated negotiations were
intracultural.

In intercultural terms, there is the possibility of a misunderstanding arising
from a perception of similarity which is not shared by both parties. For
example, one can imagine a situation where a seller (American, for instance)
perceives the buyer as similar (an Arab buyer who is very Westernized in
appearance, who has a superficial but misleading cultural outlook because of
his cultural borrowing). However, the reverse situation does not occur; the Arab
buyer is aware that the American seller knows little about the Arabic culture.
In this case the seller will have a tendency to take a problem-solving



116 Jean-Claude Usunier

orientation, because of fallacious perceived similarity, whereas the buyer may
exploit the seller without feeling obliged to reciprocate, and ultimately
maximize his personal outcome by adopting a distributive strategy. However,
the dynamics of similarity (showing to the other side that one understands, and
thus laying the foundation for an integrative attitude on both sides) can be
reversed, more positively. Harris & Moran (1987: 472) cite the case of a U.S.
banker from the Midwest invited by an Arab sheik for a meeting in London.
The banker demonstrates unusual patience and deep awareness of the other
party’s power.

The banker arrives in London and waits to meet the sheik. After two days he
is told to fly to Riyadh in Saudi Arabia, which he does. He waits. After three
days in Riyadh, he meets the sheik and the beginning of what was to become
a very beneficial business relationship between the two persons and their
organizations began.

National Orientations Favoring the I ntegrative Strategy

The second question concerns the adoption of integrative strategies by some
nationalities more than others. Studies tend to show that American business
people show trust more willingly and more spontaneously than other cultural
groups, and have a stronger tendency towards a problem-solving and
integrative orientation (Druckman et al. 1976; Harnett & Cummings 1980;
Campbell et al. 1988; Tindey & Pillutla 1998). The level of their profits as
sellers depends on the buyer responding positively by a so adopting a problem-
solving approach (Campbell et al. 1988). American negotiators have a stronger
tendency to exchange representative communication, making clear and explicit
messages a priority. Thisisin line with the American appreciation of frankness
and directness and their explicit communication style according to Hall (1976).
This is what Graham & Herberger (1983) call the “John Wayne Style”. They
often meet certain difficulties with cultures who take more time in the
preliminaries, getting to know each other, that is, talking generaly and only
actually getting down to business later. As a result, Americans may not foster
feelings of trust in negotiators from other cultural groups who feel it necessary
to get to know the person they are dealing with (Hall 1976). Graham &
Meissner (1986) have shown, in a study comparing five countries, that the most
integrative strategies are adopted by the Brazilians, followed by the Japanese.
On the other hand, the Americans, the Germans and the Koreans choose
intermediate strategies that are more distributive. Thisis consistent in the case
of the Germans who, according to Cateora (1993), use the hard-sell approach,
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where the seller is fairly pushy and adopts an instrumental communication and
adistributive strategy (Campbell et al. 1988).

The concept of integrative strategy is strongly influenced by the American
tradition of experimental research in socia psychology applied to commercial
negotiation. As explained by Leung (1997: 648), “In individualist societies,
negotiation is seen more as a task than as a socia process. The primary role of
negotiators is to work out a solution that is acceptable to both sides’. It isaso
based on a “master of destiny” orientation which feeds attitudes of problem
resolution. As noted by Graham et al. (1994), the problem-solving approach
appears to make sense to the American negotiators, but this framework may not
work in all cases when applied to foreign negotiators. Americans tend to see the
world as consisting of problems to be solved, whereas Arabs, for instance, see
it more as a creation of God. However, to our knowledge, there is no empirical
study that has shown, for example, that the Arabs from the Middle East have
atendency to be more distributive and or less problem-solving oriented than the
Americans.

A Kkey issue in the integrative approach is wether parties should primarily
strive for achieving a maximum joint gain or for reaching outcome parity
between negotiators. Tindey & Pillutla (1998) show that American negotiators
consider problem solving as a more adequate strategy and are more satisfied
with joint gain maximization than Hong Kong negotiators. When presented
with cooperative instructions, Hong Kong negotiators tend to interpret them as
meaning that they should strive for equality and display more satisfaction than
Americans when the goal of outcome parity is reached. The tendency to search
for equality in outcomes and to share the burden by allocating resources
equaly is confirmed in the case of Japanes as compared to American
negotiators by Wade-Benzoni et al. (2002).

The dilemma about maximizing joint gains vs. outcome parity is precisely
where the “double-bind” situation in negotiation is at its peak and where
cultures offer simplified, pre-framed solutions to the paradox of having to
cooperate at the risk of being taken advantage of. As emphasized by Bazerman
et al. (2000: 297), cross-cultural negotiation research has provided data
“consistent with the generalization that members of individualist cultures are
more likely to handle conflicts directly through competition and problem
solving, whereas members of collectivist cultures are more likely to handle
conflict in indirect ways that attempt to preserve the relationship”. Leung
(1997) explains that “disintegration avoidance” (DA) is at the very heart of
Chinese negotiation behaviour; as long as there is reason for maintaining the
relationship, DA will result in a preference for conflict avoidance. However,
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when the conflict is perceived as caused by the other party’s misbehaviour, DA
ceases to be effective and Chinese negotiators are more likely to recommend
discontinuing the negotiation.

Box 5.3

Americans, more than any other national group, value informality and equality in
human relations. The emphasis on first names is only the beginning. We go out of
our way to make our clients feel comfortable by playing down status distinctions
such as clients and by eiminating “unnecessary” formalities such as lengthy
introductions. All too often, however, we succeed only in making ourselves feel
comfortable while our clients become uneasy or even annoyed. For example, in
Japanese society interpersonal relationships are vertical; in amost all two-person
relationships a difference in status exists. The basis for such distinction may be one
or severa factors. age, sex, university attended, position in an organisation, and
even one's particular firm or company. Each Japanese is very much aware of his or
her own position relative to others with whom he or she dedls. . .. The roles of the
higher status position and the lower status position are quite different, even to the
extent that Japanese use different words to express the same idea depending on
which person makes the statement. For example, a buyer would say otaku (your
company) while a seller would say on sha (your great company). Status relations
dictate not only what is said but also how it is said.

Source: Graham & Herberger 1983: 162. Reproduced with permission.

Ignorance of the Other Party’s Culture as an Obstacle to the
I mplementation of an | ntegrative Strategy in Negotiation

One of the most important obstacles to effective international business
negotiation is the ignorance of all or at least the basics of the other party’s
culture. This is intellectually obvious, but is often forgotten by intemational
negotiators. It refers not only to the cognitive ignorance of the main traits of the
other party’s culture, but also to the unconscious prejudice that differences are
minor (that is, ignorance as absence of awareness). This favors the natural
tendency to refer implicitly to one’'s own cultural norms, especially for the
coding/decoding process of communication (the self reference criterion of Lee
1966). Lucian Pye (1982, 1986), Eiteman (1990) and Tinsley & Pillutla (1998)
in the case of business negotiations between American and Chinese people, and
Tung (1984), Hawrish & Zaichkowsky (1990) and Brett & Okumura (1998) for
U.S.-Japanese business negotiations, note the relative lack of prior knowledge
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of the American negotiators about their partner’s culture. Before coming to the
negotiation table, Americans do not generally read books, nor do they train
themselves for the foreign communication style, nor learn about the potential
traps which could lead to misunderstandings. As Carlos Fuentes states (in a
rather harsh aphorism), “What the U.S. does best is understand itself. What it
does worst is understand others’ (Fuentes 1986). French negotiators also tend
to be underprepared in terms of cultural knowledge (Burt 1984) whereas the
Japanese seemingly try to learn a lot more than the French or the Americans
about the other party’s culture before negotiation takes place.

The negotiation and implementation (which often means ongoing negotia-
tions) of ajoint venture may last for several years. In this case, national cultures
tend to disappear as the two teams partly merge their values and behaviour in
a common “venture culture”. In order to improve intercultural negotiation
effectiveness, it is advisable to build this common culture between the partners/
adversaries right from the start of the negotiations. It means establishing
common rules, communication codes, finding people on each side who will act
as go-betweens and trying to agree on a common interpretation of issue, facts,
solutions and decision-making. This must not be considered as a formal
process; it is informal and built on implicit communications. Furthermore, it
relies heavily on those individuals who have been involved in the joint venture
over along period of time and who get on well together.

Cultural Misunderstandings during the Negotiation Process

If future partners do not share common “mental schemes’, it could be difficult
for them to solve problems together. Buyer and seller should share some joint
views of the world, especially on the following questions: What is the relevant
information? How should thisinformation be sought, evaluated and fed into the
decision-making process?

An important distinction in the field of cross-cultural psychology opposes
ideologism to pragmatism (Glenn 1981; Triandis 1983). As indicated by
Triandis (1983: 148), “ldeologism vs. pragmatism, which corresponds to
Glenn's universalism vs. particularism, refers to the extent to which the
information extracted from the environment is transmitted within a broad
framework, such as a religion or a political ideology, or a relatively narrow
framework”. This dimension refers to away of thinking, an important el ement
of the “mindset”.



120 Jean-Claude Usunier

Ways of Processing Information: Isthere a Common Rationality Between
Partners?

People differ in their ways of relating thinking to action: while the ideologists
tend to think broadly and relate to general principles, the pragamatist
orientation concentrates on focusing on detailed issues that are to be solved one
by one. Pragmatists will prefer to negotiate specific clauses, in sequential
manner. Conversely, ideologists see argumentsin favour of their “global way of
thinking”, when negotiating a large contract, such as a nuclear plant or a
television satellite for instance: it is a unitary production, it is a complex multi-
partner business, it often involves government financing and aso has
far-reaching social, economic and political consequences. Pragmatists will aso
find many arguments in favor of their way of thinking: the technicalities of the
plant and its desired performance require an achievement and deadline
orientation (pragmatist values).

Triandis hypothesises that complex traditional societies will tend to be
ideologist ones, whereas pluraistic societies or cultures experiencing rapid
socia change will tend to be pragmatist. This distinction may also be traced
back to the difference between the legal systems of common law (mainly
English and American) and the legal system of code law. Whereas the former
one favours legal precedents set by the courts and past rulings (cases) the latter
favors laws and general texts. These general provisions are intended to build an
al-inclusive system of written rules of law (code). Codes aim to formulate
genera principles so as to embody the entire set of particular cases.

The ideologist orientation, which is to be found mostly in Southern and
Eastern Europe, leads the negotiators to try and set principles before any
detailed discussion of specific clauses of the contract. Ideologists have a
tendency to prefer and promote globalised negotiations in which all the issues
are gathered in a “package deal”. The pragmatist attitude corresponds more to
attitudes found in Northern Europe and the United States. It entails defining
limited scope problems, then solving them one after the other. Pragmatists
concentrate their thinking on factual aspects (deeds, not words; evidence, not
opinions; figures, not value judgements). They are willing to reach real world
decisions, even if they have to be down to earth ones.

Ideologists will use awide body of ideas which provide them with a formal
and coherent description of the world, Marxism or Liberalism for instance.
Every event is supposed to carry meaning when it is seen through this
ideologist framework. On the other hand, the pragmatist attitude first considers
the extreme diversity of real world situations, and then derives its principles
inductively. Reality will be seen as a series of rather independent and concrete
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problems to be solved (“issues’). These issues will make complete sense when
related to practical, precise and even down-to-earth decisions. Typically,
ideologists will take decisions (prendre des décisions) that is, pick a solution
from a range of possible decisions (which are located outside the decision
maker). Conversely, pragmatists will make decisions, that is, both decide and
implement: decisions will be enacted, not selected. Box 5.4 illustrates how the
pragmatist Americans can resent the ideologist French in international
negotiations.

Box 5.4

Rather imprecisely defined, the idea is that one reasons from a starting point based
on what is known, and then pays careful attention to the logical way in which one
points leads to the next, and finally reaches a conclusion regarding the issue at hand.
The French assign greater priority than Americans do to establishing the principles
on which the reasoning process should be based. Once this reasoning process is
underway, it becomes relatively difficult to introduce new evidence or facts, most
especially during a negotiation. Hence the appearance of French inflexibility, and the
need to introduce new information and considerations early in the game. All this
reflects the tradition of French education and becomes the status mark of the
educated person. In an earlier era observers made such sweeping generalisations as:
“The French always place a school of thought, a formula, convention, a priori
arguments, abstraction, and artificiality above readlity; they prefer clarity to truth,
words to things, rhetoric to science . . .".

Source: Fisher 1980; Zeldin 1977.

Communication may be difficult when partners do not share the same
mindset. The most unlikely situation for success is an ideology-orientated
contractor/supplier who tries to sell to a pragmatism-orientated owner/buyer.
The ideologist will see the pragmatist as being too interested in trivial details,
too practical, too down-to-earth, too much data-oriented (Galtung 1981) and
incapable of looking at issues from a higher standpoint. Pragmatists will resent
ideologists for being too theoretical, lacking practical sense, concerned with
issues that are too broad to lead to implementable decisions. In the first steps
of the negatiation process, differences between ideologists and pragmatists
may create communication misunderstandings which will be difficult to
overcome during subsequent phases. Indeed, developing common norms will
be fairly difficult, although it is necessary if partners want to be able to predict
the other party’s behaviour. A frequent comment in such situations will be:
“One never knows what these people have in mind; their behaviour is largely
unpredictable”. An American (pragmatism-orientated) describes negotiations
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with the French (more ideology-orientated) in the following terms (Burt 1984:
6): “The French are extremely difficult to negotiate with. Often they will not
accept facts, no matter how convincing they may be”.

Argument in Negotiation: Data, Theory, Speech and Virtue

Gatung (1981) contrasts what he cals the “intellectua styles’ of four
important cultural groups. the “Gallic” (prototype: the French), the “ Teutonic”
(prototype: the Germans), the “Saxonic” (prototype: the English and the
Americans) and the “Nipponic” intellectual style (prototype: the Japanese).
Saxons prefer to look for facts and evidence which results in factual accuracy
and abundance. They are interested in “hard facts’ and proofs, and do not like
what they call “unsupported statements’. As Galtung states (1981: 827-828)
when he describes the intellectual style of Anglo-Americans, “. . . data unite,
theories divide. There are clear, relatively explicit canons for establishing what
congtitutes a valid fact and what does not; the corresponding canons in
connection with theories are more vague . ... One might now complete the
picture of the Saxonic intellectual style by emphasizing its weak point: not very
strong on theory formation, and not on paradigm awareness’.

Galtung contrasts the Saxonic style with the Teutonic and Gallic styles,
which place theoretical arguments at the centre of their intellectual process.
Data and facts are there to illustrate what is said rather than to demonstrate it.
“Discrepancy between theory and data would be handled at the expense of
data: they may either be seen as atypical or wholly erroneous, or more
significantly as not really pertinent to the theory. And here the distinction
between empirical and potential reality comes in: to the Teutonic and Gallic
intellectual, potential reality may be not so much the readlity to be even more
avoided or even more pursued than the empirical one but rather a more real
reality, free from the noise and impurities of empirical reality” (p. 828).
However, Teutonic and Gallic intellectua styles do differ in the role that is
assigned to words and discourse. The Teutonic ideal isthat of the ineluctability
of true reasoning Gedankennotwendigkeit, that is, perfection of concepts and
the indisputability of their mental articulation. The Gallic style is less
preoccupied with deduction and intellectual construction. It is directed more
towards the use of the persuasive strength of words and speeches in an
aesthetically perfect way (élégance). Words have an inherent power to
convince. They may create potential reality, thus probably the often-noted
Latin love of words.
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Finally the Nipponic intellectual style, imbued with Hindu, Buddhist and
Taoist philosophies, favors a more modest, global and provisional approach.
Thinking and knowledge are conceived of as being in a temporary state, open
to ateration. The Japanese “rarely pronounce absolute, categorical statements
in daily discourse; they prefer vagueness even about trivial matters. . . because
clear statements have a ring of immodesty, of being judgements of reality”
(Galtung 1981: 833).

Communication and Language

Needless to remark that the cross-cultural communication processes are a key
component of the influence of culture on international marketing negotiations.
If negotiators want to promote an integrative approach, it isimportant for them
to focus on sharing and seeking information. Communication has been shown
to generate greater cooperation even among negotiation partners that display
strong tendencies to self-interest (Wade-Benzoni et al. 2002). The language
used for negotiation has its importance: the myth that any language can be
translated into another language often causes English to be chosen as a central
negotiation language and to add interpreters when proficiency istoo low on one
side.! As emphasized by Hoon-Halbauer (1999) in the case of Sino-Foreign
joint ventures, few Chinese can speak a foreign language and al ord
communication between the Chinese and their foreign partners has to pass
through interpreters, “When a third person is involved no genuine, direct
communication between two persons can take place. In other words, “heart-to-
heart” talks are unlikely to take place” (p. 359). Futhermore, due to poor
trandation, it may be that only 30-40% of the actual content of what issaid in
Chinese is conveyed to the non-Chinese speaking negotiation partners,
resulting in the discarding of good ideas and suggestions made by the Chinese
(Hoon-Halbauer 1999).

* Brannen & Salk (2000: 473-475) give a detailed account of how language used is negotiated in
the case of a German-Japanese joint venture. “The negotiated outcome for language use [English
as official venture language] was really the only one available. When a Japanese or German was
confused or needed help, they would confer with members of their same cultura group in their
mother tongue. This was done solely to expedite matters and clarify issues rather than as a means
of excluding one or the other group from decision-making. One German manager spoke this way
of he negotiation outcome: ‘ The work language is English. But, during discussion, they would
sometimes speak Japanese and | thought this was a good thing because you know your own
language better and can understand better and can discuss things more precisely. One has to be
tolerant .. " (p. 474).
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There are semantic differences in the words used and many misunderstand-
ings can arise from ignoring the precise meaning of key concepts for the
negotiation; Adachi (1998) gives the example of noticeable differences in the
use of the word “customer” by Japanese and American negotiators. She shows
that cultural connotations is a crucial aspect of conversation which needs
careful attention in understanding the meaning beyond the mere one-to-one
trandations of words. Moreover, speakers of certain languages (i.e. high
context languages such as Japanese, Chinese or Arabic) use more contextual
cues to decode messages. The role of high context vs. low context
communication has been described by Hall (1960, 1976).

When messages are exchanged, the degree to which they should be
interpreted has to be taken into account as well asthe cross-cultural differences
in linguistic styles, involving the use of silence or conversational overlap
(George et al. 1998). For instance, silence is afull form of communication for
the Japanese, and Graham (1985) reports twice as many silence in Japanese
interaction than in American. Westerners often have the impression that they
“do all the talking”. Low-context negotiators, such as Americans, tend to be
explicit, precise, legaistic and direct in communication, sometimes forceful
and even appearing as blunt to the other party (USIP 2002). In a recent
empirical survey of Japanese and U.S. negotiators, Adair et al. (2001: 380)
show that direct and indirect communication patterns are consistent with Hall’s
theory of low- vs. high- context communication:

The U.S. negotiators relied on direct information to learn about
each other's preferences and priorities and to integrate this
information to generate joint gains. They were comfortable
sharing information about priorities, comparing and contrasting
their preferences with those of the other party, and giving
specific feedback to offers and proposals. The Japanese
negotiators relied on indirect information, inferring each other’s
preferences and priorities from multiple offers and counteroffers
over time.

In fact, the capacity to cope with very different communication styles is a key
to successful international business negotiation. Thisis especially true for non-
verbal communication. For instance, alack of eye contact for the Americansis
a signal that something is amiss and “American executives reported that the
lack of eye contact was not only disconcerting but reduced their bargaining
performance” (Hawrysh & Zaichkowsky 1990: 34).

Negotiators must be ready to hear true aswell as false information, discourse
based on facts as well as on wishful thinking or pure obedience to superiors.
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Frankness and sincerity are culturally relative values, they can be interpreted as
mere naivety, a lack of realism or alack of self-control in speaking one’s own
mind. Furthermore, waiting for reciprocation when disclosing useful informa-
tion for the other party, makeslittle sensein an intercultural context. Frankness
and directness in communication are a substantial value to the Americans and
to alesser extent to the French, but not to Mexicans in formal encounters, nor
to Japanese at any time (Fisher 1980).

Theissue of formality vs. informality is adifficult one. Frequently, a contrast
is made between cultures which value informality (e.g. American) and those
which are more formal (most cultures which have long historical roots and high
power distance). “Informality” may be simply another kind of formalism, and
the “icebreaking” at the beginning of any typica U.S. meeting between
unknown people is generally an expected ritual. It is more important to try and
understand what kind of formality is required in which circumstances with
which people. Outside of forma negotiation sessions, people belonging to
apparently quite formal cultures can become much more informal. In Chap. 7
Camilla Schuster and Michael Copeland give a detailed account of the
influence of patterns of communication on negotiations.

Due to increased global communication through the Internet and the
extensive use of computer-mediated communication, in particular E-mail, as
well as to the rise of Business-to-Business marketplaces, there is an increasing
use of global electronic media in negotiating international deals.? Contrary to
traditional negotiation which is assumed to be carried out almost exclusively
via face-to-face communication, E-mail does not offer much of the non-verbal
feedback which exists in other media. However, electronic communication is
very useful for dispersed negotiations, when matters have to be discussed
without incurring the high costs associated with face-to-face cross-border
negotiation. Potter & Balthazard (2000) show that both Chinese and American
managers prefer face-to-face over computer-mediated negotiation. However,
both Chinese and Americans, negotiating intraculturally, do not perceive a
significant difference between E-mail based written negotiation and the same
negotiation dealt with a web-based threaded discussion even though the latter
method seems to allow for more continuous interaction. Ulijn et al. (2001)
based on a study involving 20 participants, use speech act theory and
psycholinguistic analysis to show that culture affects non face-to-face
communication as is the case of negotiation through E-mail. Kersten et al.

2 For a review and discussion of non face-to-face negotiations, see the section entitled “ The case
against face-to-face communication in bargaining”, in Bazerman et al. (2000: 295-296).
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(19993, 2002) also find a number of cultural differences between managers
from Austria, Ecuador, Finland and Switzerland who negotiate electronically.®
Finally E-mail communication is often mixed with face-to-face encounters; E-
mailing is widely affected by prior personal acquaintance of the people
involved: if negotiators have started with some face-to-face activity, computer-
mediated negotiation will be largely facilitated and communication
misunderstandings arising from the «dry style» of E-mails may largely be
avoided.

Negotiation Tactics

Graham (1993) studied the negotiation tactics used in eight cultures, using
videotaped negotiations in which statements were classified into twelve
categories using the framework of Angelmar & Stern (1978). His results show
very similar negotiation tactics across cultures, most of them using a mgjority
of tactics based on an exchange of information, either by self-disclosure or
questions (more than 50% in all cases). The Chinese score the highest in posing
questions, which is consistent with Pye's comments about them: “Once
negotiations begin the Chinese seem passive. They simply ask questions, probe
for information, and conceal any eagerness they may feel” (1986: 78). On the
other hand, the Spaniards score the highest in making promises. The proportion
of “negative” tactics, including threats, warnings, punishment and negative
normative appeal (a statement in which the source indicates that the target's
behaviour is in violation of socia norms) is fairly low in all cases, never
exceeding 10% of the information exchange. Finally, cross-national differences
are not great at the level of the type of tactics used, nor at the level of their
frequency, but are more significant at the level of how they are implemented.
The use of theatricality, withdrawal threats and tactics based on time, such
as waiting for the last moment to obtain further concessions by making new
demands, are based on national styles of negotiations. Tactics are also related
to the ambiguous atmosphere of business negotiations when implied warm
human relations are supposed to be mixed with business. This relates to the
divide between affective and neutral cultures (Trompenaars 1993). Negotia-
tions are always interspersed with friendship and enmity, based on persona as
well as cultural reasons. Atmosphere can be considered as a central issuein the

% Full electronic negotiation systems have been proposed, such as INSPIRE (Kersten & Noronha
1997, 1999) and Negoplan (Kersten & Szpakowicz 1998).
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negotiation process. Ghauri & Johanson (1979) posit atmosphere as being of
basic importance to the development of the negotiation process. Atmopshere
has a double role, as a bearer of the history of the relationship and as main
factor explaining the transition from one stage to the next. Atmosphere is
characterised in a number of respects, namely the dynamics of conflict and
cooperation, reducing or overcoming the distance between the partners, the
power/dependence relation and, lastly, the expectations of the parties
concerning future deals. Chapter 9 examines in detail the role of atmospherein
international business negotiations.

Emotions and Conflict-Handling Stylesin Cross-Cultural Negotiations

Communication misunderstandings in intercultural negotiation quite often
result in increased level of emations, that is, negotiators tend to depart from the
rational and objective evaluation of issues at stake and to mix subjectivity and
feelings with business matters. Morris et al. (1998: 730) outline two types of
misunderstandings that frequently arise between Asian and American negotia-
tors: “In one type of misunderstanding, U.S. managers make the error of
reading silence of their Asian counterpart as an indication of consent ... A
different type of misunderstanding occurs when Asian managers make the error
of reading an U.S. colleague’'s direct adversarial arguments as indicating
unreasonableness and lack of respect”. Emotions such as anger result in
negotiators being less accurate in judging the interests at stake, more self-
centered on their own interests; they also have a general effect of reducing joint
gains (Bazerman et al. 2000).*

Kumar (1997) makes a sharp distinction between positive and negative
emotions in negotiation. Emotions contain both an element of affect and
an accompanying physiological arousal. For him, positive emotions result
in being more flexible in negotiations, as well as helping negotiators to be
more persistent, especially since a positive affective state increases the
confidence level of negotiators. However, a positive affective state may also
heighten expectations and result in negotiators disappointment with actual
outcomes.

Negative emotions, on the other hand, may result in conflict escalation, that
is, actors take matters personally when they should see them with a more
distanced attitude. Likely consequences are the attribution to the other side of
the responsibility for conflict, and possibly the discontinuation of the relation.
While negative emotions may serve to inform the parties that an existing
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situation is untenable, they may also be snowballing and result in a negative
conflict spiral (George et al. 1998; Brett et al. 1998). Negative spirals are partly
based on selectively choosing those information cues which will confirm the
negative feelings of a negotiators leading her/him to an escalation of negative
feelings toward the other party which are no more based on hard facts. They
also result from systematic reciprocation of contentious communication.
Negative spirals are particularly likely to occur in cross-cultural negotiations
due to differences at three levels. differences in internalised values and norms,
differencesin emotional expression and differencesin linguistic styles (George
et al. 1998). A conflict spiral appears as circular as it is based on repeated
contentious communication whereby each side “responds’ to the other side
contentious communication by negative reciprocation (Brett et al. 1998).

The way to solve problems of negative spirals in negotiation has to do with
both models of conflict resolution and with strategic communication stylesin
negotiation which may help to manage discrepancies in process and outcomes
of negotiation (Kumar & O'Nti 1998). Tinsley (1998) shows that the Japanese,
the Americans and the Germans use different models of conflict resolution. The
Japanese tend to use what she callsthe “ status model”, that is, socia interaction
is viewed as governed by status and parties might solicit the advice of higher
status Figures to solve the conflict. The German display a preference for the
“regulations’ model whereby conflict is seen as to be solved by applying
standardised, universal and impersona rules. Finally, Americans prefer the
“interest” model whereby parties exchange information on their interests, try to
prioritise them and trade off interests. Another dimension of conflict resolution
is whether people tend to avoid or to directly confront conflict. Morris et al.
(1998) show that Chinese managers tend to display conflict avoidance whereas
American tend to develop a competing style. Moreover, negotiators who come
from more traditiona societies, where the dimension of social conservatism is
high, tend to be more conflict averse (Morris et al. 1998; Kozan & Ergin
1999).

Monitoring emotions in negotiation has to do with the avoidance of negative
spirals but also with the avoidance of being too systematically conflict
avoidant. A number of communication strategies have been recommended for
breaking negative spiras in cross-cultural negotiations. George et al. (1998)
recommend that negotiators engage in what they call “motivated information
processing”, that is, a process whereby information is selectively processed in
ways that are supportive of motivational goals, motivation for certain
outcomes, rather than affect, guides interpretation. Brett et al. (1998) show that
amix of reciprocation combined with non contentious communication is likely
to help breaking negative spirals in negotiations.
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Differencesin Outcome Orientation: Oral versus Written
Agreements

It would be naive to believe that profits, especially future accounting profits for
each party, are the only possible outcome of the negotiation process. Other
possible outcomes are listed in Table 5.1. The main reason for profits not being
the sole possible outcome is that they are not realy foreseeable. Basic
differences in outcome orientation are generally hidden from the negotiation
partners, generating increased misunderstandings. Another reason is that many
cultures are relationship- rather than deal-oriented. As is described by Oh
(1984) and Corne (1992) in the case of the Japanese, and Pye (1986) and
Rotella et al. (2000) in the case of the Chinese, they prefer a gentleman’s
agreement, a loosely-worded statement expressing mutual co-operation and
trust between the parties, to a formal Western-style contract. The most crucial
element of preparation for a negotiation with the Japanese is drafting an
opening statement which seals the start of a relationship, in which the Western
side may have the opportunity to seize the moment and set the tone for the rest
of the negotiation (Corne 1992).

Asymmetry in the Perceived Degree of Agreement

Agreements are generaly considered as being mostly written. They are
achieved by negotiation and by the signing of written contracts, which are often
considered “the law of the parties’. This is unfortunately not always true.
Keegan (1984) points out that for some cultures “my word is my bond” and
trust is a personal matter, which he contrasts with the *get-it-in-writing”
mentality where trust is more impersonal. The former is typical of the Middle

East, whereas the latter is to be found in the United States where hundreds of

thousands of lawyers help people negotiate written agreements and litigate

within the framework of these written agreements. This has to be interpreted.

It does not mean that people rely entirely on either an oral base (oaths,

confidence between people, membership of a common group where perjury is

considered a crime) or awritten base. Exploring, maintaining and checking the
bases for trust is a more complex process (Usunier 1989). It entails various
possibilities:

(1) An agreement may be non-symmetrical. A agrees with B, but B does not
agree with A. Various reasons may explain this situation: either B wishes
to conceal the disagreement or there is some sort of misunderstanding,
usually language-based.
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(2) People agree, but on different bases, and they do not perceive the
divergence. They have, for instance, quite different interpretations of a
clause or some kind of non-written agreement. Although much may be
written down, some things will aways remain unwritten. What is unwritten
may, to one party, seem obviously in line with a written clause, but not to
the other. Moreover, if there is no opportunity to confront their
interpretations, they cannot be aware of their divergent nature.

(3) Theagreement is not understood by both parties as having the same degree
of influence on:

« stability;
« precision and explicitness of the exchange relation.

Written Documents as a Basis for Mutual Trust Between the Parties

There is a fundamental dialectic in written agreements between distrust and
confidence. At the beginning there is distrust. It isimplicitly assumed that such
distrust is natural. This has to be reduced in order to establish confidence. Trust
is not achieved on a global and personal basis but only by breaking down
potential distrust in concrete situations where it may hamper common action.
Trust is built step by step, with a view towards the future. Therefore real trust
is achieved only gradually. Trust is deprived of its personal aspects. Thanks to
the written agreement, the parties may trust each other in business, although
they do not trust each other as people. Trust is taken to its highest point when
the parties sign a written agreement.

On the other hand, cultures that favor oral agreements tend not to
hypothesise that trust is constructed by the negotiation process. They see trust
more as a prerequisite to the negotiation of written agreements. Naturally, they
do not expect this prerequisite to be met in every case. Trust tends to be mostly
personal. Establishing trust requires that people know each other. That is
probably why many Far Eastern cultu