Cross Cultural Negotiations 1:

“Life is just one Big Negotiation.”


The word “negotiations” stems from the Roman word negotiari meaning “to carry on business” and is derived from the Latin root words neg (not) and otium (ease or leisure). Obviously it was as true for the ancient Romans as it is for most businesspersons of today that negotiations and business involves hard work. A modern definition of negotiation is  two or more parties  with common (and conflicting) interests who enter into a process of interaction with the goal of reaching an agreement (preferably of mutual benefit). John Kenneth Galbraith said “Sex apart, negotiation is the most common and problematic involvement of one person with another, and the two activities are not unrelated.” Negotiations is a decision-making process that provides opportunities for the parties to exchange commitments or promises through which they will resolve their disagreements and reach a settlement. A negotiation is two or more parties striving to agree when their objectives do not coincide. 


Negotiation consists of two distinct processes: creating value and claiming value.  Creating value is a cooperative process whereby the parties in the negotiation seek to realize the full potential benefit of the relationship. Claiming value is essentially a competitive process.   The key to creating value is finding interests that the parties have in common or that complement each other, then reconciling and expanding upon these interests to create a win-win situation. Parties at the negotiating table are interdependent.  Their goals are locked together.  A seller cannot exist without a buyer. The purpose of a negotiation is a joint decision-making process through which the parties create a mutually acceptable settlement. The objective is to pursue a win-win situation for both parties.


 Negotiations take place within the context of the four Cs:  common interest, conflicting interests, compromise, and criteria (Moran and Stripp, 1991). Common interest considers the fact that each party in the negotiation shares, has, or wants something that the other party has or does.  Without a common goal, there would be no need for negotiation.  Conflict occurs when people have separate but conflicting interests. Areas of conflicting interests could include payment, distribution, profits, contractual responsibilities, and quality.  Compromise involves resolving areas of disagreement. Although a win-win negotiated settlement would be best for both parties, the compromises that are negotiated may not produce the  result. The criteria include the conditions under which the negotiations take place. The negotiation process has few rules of procedure.  Rules of procedure are as much a product of negotiation as the issues.  Over time, the four Cs change and the information, know-how, and alternatives available to the negotiating international company and the host country also change, resulting in a fresh interpretation of the four Cs, the environment, and the perspective. In essence, negotiation takes place within the context of the political, economic, social, and cultural systems of a country.






4 Cs of Negotiating


The theory of the negotiation process includes the following dimensions: (1)  bargainer characteristics, (2) situational constraints, (3) the process of bargaining, and (4) negotiation outcomes. This theory is based on actors who share certain values and beliefs based on their culture. These actors function in business and economic situations that also have cultural influences, and they act in certain culturally inscribed ways.  We bargain when:


1.  A conflict of interest  exists between two or more parties; that is, what one wants is not necessarily what the other one wants.


2.  A fixed or set of rules or procedures for resolving the conflict does 
not exist, or the parties prefer to work outside of a set of rules to invent their own  solution to the conflict.


3.  The parties, at least for the moment, prefer to search for agreement rather than to fight openly, to have one side capitulate, to permanently break off contact, or to take their dispute to a higher authority to resolve it.


In summary, negotiations primarily consists of five aspects: (1) goals: motivating the parties to enter; (2) the process of negotiating that involves communications and actions; (3) outcomes; (4) preexisting background factors of cultural traditions and relations; and (5) specific situational conditions under which the negotiation is conducted.

IMPORTANCE  OF  NEGOTIATIONS


A typical senior manager in an American business spends at least twenty percent of his or her working day negotiating. The percentage of time spent negotiating by executives involved in international business is even higher. Three major obstacles exist in most negotiations:  the fear of conceding too much, the fear of losing face, and the belief that “We are more reasonable than they are.” This belief is based on egotism (of course, we are more reasonable than they are) and by the natural tendency to feel that our position is correct, while they have taken their position because they are irrational or want to gain a bargaining advantage.  This belief also affects perceptions of concessions; ours were real, while theirs were just “cutting away fat.”


An example of the importance of negotiations is Rolls Royce.  Its negotiators desperately wanted the engine contract for Lockheed’s L-1011 airliner. Despite repeated warnings from their own engineers, they made concession after concession.  They ended up with a contract that any rational engineer would have know was ridiculous. They agreed to go well beyond the existing state-of-the-art on a low-margin, fixed-price contract.  When the nearly inevitable cost overruns occurred, they found that they were selling each engine for substantially less than it cost to build.  This contract (and various other mistakes) literally drove Rolls Royce, a famous name and a fine engineering firm, into bankruptcy. The Lockheed negotiators naturally felt they had negotiated very well.  However, they had actually made an extremely costly mistake.  By driving the price so low, they bankrupted a key supplier, could not meet their commitments to their own customers, and ultimately lost $2.5 billion on the L-1011.  The moral is quite clear—if a deal is too good for any side, it is probably bad for both of them. Experience by itself is insufficient unless it is transformed into expertise.


Arbitration is another form of negotiation and one of the most widely used methods of settling disputes.  It is basically a process where two groups or persons agree to submit the dispute to a non-aligned third person and further agree that they will carry out that third person’s decisions. Arbitration avoids going to court and the uncertainties of an unknown legal system.  International arbitration has a time-tested set of rules and procedures to govern the arbitration, the organization to manage the proceedings, and an established group of experienced arbitrators.

STAGES  OF  NEGOTIATIONS 
The stages through which negotiations proceed include:


1. Initial Planning and Fact Finding: This stage occurs prior to leaving or beginning the negotiations. As information is power, the more information you can obtain about the other side, the better. This should begin well before any negotiations commence and should involve learning about the organization, history, and negotiating styles of the other side. One should also identify all the potential issues to be discussed, prioritize the issues, establish a settlement range, and develop the strategies and tactics to be used during the negotiating session. If it is at all possible, one should  assemble the team before the negotiations start and conduct all preliminary discussions, individual assignments, and team organization prior to leaving.


2. Orientation at the Site Prior to  the Negotiations:  Time should be given to adjust to the negotiations location before any meeting commences.  This is to get over any jet lag, anxiety, or culture shock that might occur to the team members at the negotiations site. The negotiating site should be viewed and all arrangements and equipment necessary should be tested and guaranteed prior to the meeting. One should meet with local representatives for cultural and site-specific information and any recent data prior to the meeting.  If necessary, team building, and strategy planning, and consensus building  should be performed or confirmed at the site before the commencement of the negotiation itself. 


3.  Non-task: This stage establishes relationships among the negotiating parties.  Information specific to the issue under negotiation is not considered; rather, the parties seek to get to know each other first.  Credibility and trust must first be present before commitments can be made and accepted. When trust is low or non-existent in a relationship, the parties find it difficult to communicate their expectations. The basic job of all negotiators is to create doubts and uncertainties in the minds of others as to the viability of the other parties’ positions.  Nonetheless, negotiators must create trust and confidence in the minds of others to provide a basis for relationship building.  Untrusted negotiators do not get far. When communication is problematic, parties do not listen effectively to each other. Ineffective listening creates problems in understanding.  Ineffective listening makes education of the positions impossible.


4.  Task-Related Exchange of Information: This stage provides information directly connected to the issue under negotiations. Each party explains its needs and preferences.  The  initial  focus should be on reconciling interests rather than taking positions or making demands. Objectives should be introduced followed by discussion of merits of each.  In every negotiation the participants have different points of view and different objectives. Positions are adopted by negotiators to advance their own interests.  Focusing on the position rather than the interest is confusing the means with the ends. Negotiation can take place both on the official table as well as away from the negotiating table. One of the most common mistakes in the negotiating process is failing to obtain relevant or missing information by not asking the right questions. By asking questions it is possible to update available information and test your strategy. Knowing what information is missing helps rational negotiators maximize their interests. Rational negotiators should assess each situation separately and develop appropriate strategies.  


5.  Resistance: If you encounter no resistance, this usually means no interest on the part of other side. As long as there is resistance, there is interest. Knowing the source of the resistance allows one to work on overcoming their objections.  


6.  Reformulation of Strategies: When negotiations were first set, a negotiating strategy was planned.  As you proceed and gather new data and insights, one will probably have to reassess earlier strategies.  Goals, strategies, objectives, and tactics are situational. No plan should be cast in concrete.


7. Hard Bargaining and Decision Making: One should be concentrating on meeting the needs of both sides, not just the formal positions being stated. One should attempt to invent options for mutual gain that will result in a win-win outcome. Estimates are that between seventy and ninety percent of concessions occur during the the last ten percent of the time allowed. In many cases the opening bid is ritualistically extreme because the negotiator expects to back down. 


8.  Persuasion: One should be focusing on efforts to modify the views of other parties and sway them to our way of thinking. Persuasion is often intertwined with other stages. The best form of persuasion is self-persuasion.  People are more likely to be convinced by reasons they discovered themselves than by reasons pointed out to them by others.  Guide the other side through questions or observations to his or her own original conclusion or insight. You give face when you allow the other negotiator to achieve a result that is consistent with his or her principles or previous statements and action, in other words, making a person look good.  A proposed agreement is more likely to be accepted if it allows all parties involved in the negotiation process to justify their existence by contributing to the result in some way. 


9. Concessions:  Concessions are usually needed to reach an agreement. Each side frequently must give up some things; both sides give and take and compromise. In any negotiation, there is the possibility of a settlement that gives each party something it wants, without significant cost or loss to the other side.  The discovery of these options breaks the win-lose deadlock that may have initially existed, and opens new opportunities for the parties to mutually accomplish their objectives. The tactics of a tie-in will not work if the opponent is asked to surrender more than he expects to receive. Counterdemands are requests for a redistribution in one’s favor, either on an issue related to the one raised by the opponent or possibly on a quite unrelated issue.  They are essential, not only to permit oneself to be flexible without incurring a net loss, but also to protect oneself against mediators who simply split the difference between the opposing proposals—as most mediators are prone to do.


10. Agreement: Agreement is the culmination of the negotiating process.  One must work out the details of the negotiation and ensure understanding; parties to a negotiation may agree to the same solution for entirely different reasons. Ratification of agreement must be performed by necessary powers on both sides (negotiations also occur between team members and their respective decision makers). One must always remember the concept of BATNA: “Best Alternative to a Negotiated Agreement.” Sometimes no agreement is the better alternative to an unfair and onesided agreement.


11. Follow-up: Effective follow-up is an opportunity for relationship building. Negotiators who have an effective ongoing relationship will be able to agree to disagree and not have the disagreement negatively affect their relationship.  

Stages of Negotiations
batna
THE  SUCCESSFUL  NEGOTIATOR 


Win-win negotiators see deal making as a collaborative effort and problem-solving process;  by way of contrast, win-lose negotiators view it as confrontational. Skilled negotiators have observant minds, sound judgment, a tranquil and patient nature, an appreciation for humor. They also refuse to be distracted by pleasures or frivolous amusements; are always ready to listen with attention to those whom they meet; have an open, genial, civil, and agreeable manner of speaking; provide quick replies to unforeseen surprises or comments; can discover how their counterparts are feeling and thinking; and have sufficient mind control to  resist  the  temptation to speak  before  thinking.  Negotiators should thoroughly understand the purpose of the negotiations before going overseas. Negotiators should know both the intent and parameters of their company’s wishes prior to leaving.  Good negotiators should also know the history, culture, laws, customs, and government of the country they are dealing with as well as have some knowledge of the particular counterparts they will be working with.


The complete negotiator, according to seventeenth- and eighteenth-century manuals on diplomacy, should have 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. It is easy to add to this garland of virtue, but difficult in the real world to judge a good negotiator from a bad one. One cannot evaluate a negotiator merely by asking how close he came to realizing the aims of his government; for if he came close, he may owe his success to modest aims or favorable conditions rather than to his skill.  Nor can one be sure that he has done well just because his gains and losses compare favorably with those of the opponent; for it is an essential task to negotiators to change the evaluation of gains and losses.


A good negotiator should be realistic, yes, but not in the sense of accepting an outcome as being determined by the balance of  forces without tying to reinterpret this “balance” in his favor.  Instead of taking a situation for granted, he should be realistic in recognizing that his opponent’s evaluations as well as his own are constantly adrift, that issues are not created by nature but by himself and by his opponent, and that there are as many ways of negotiating from weakness as well as from strength.


A good negotiator should also be flexible—not by being without a firm position but utilizing both firm and flexible proposals. He should be flexible in his tactics by discriminating between occasions when it pays to adhere to rules of accommodation and when it does not.  He must distinguish between situations where it would be disastrous to make a threat and from others where it is essential to threaten or even to bluff.  He must know when to humor the personal quirks of his opponent and when to ignore them. He must be willing to disregard propaganda losses at one time and to negotiate merely for propaganda at another time. He must be prepared to follow domestic opinion at home as well as to encourage a new consensus both in his government and in his country.


A good negotiator should be patient—though not primarily in order to sit in Geneva for months at a time hearing the opponent repeat speeches  and  repeating  his  own.  He  should  be patient  in working for seemingly lost causes, because by doing so he may slowly change the opponent’s views and objectives.  He should be patient to live with conflict and uncertainty and know that he may have succeeded even if (or precisely because) his negotiations failed. Above all, he must maintain the will to win. Wise negotiators know that the best deal is one that is good for both sides. If the agreement is mutually beneficial, both sides have an incentive to maintain it. It is better to recognize the possibility of renegotiation at the outset and set down a clear framework with which to conduct the process. In short, the successful negotiator must recognize the possibility of redoing the deal, but controlling the process.


Every negotiator must decide how open and honest to be about personal preferences and needs, and how much to trust the other party. The dilemma of honesty and openness suggests that if a negotiator is completely open and honest about what he wants, or will settle for, he many not do as well as if he bluffs or fights harder for a better settlement. On the other hand, if he is deceptive and dishonest about what he really wants or will settle for, the parties could never come to an agreement that would be workable. Most negotiators resolve this dilemma by being very careful and guarded at the beginning of negotiation, and revealing more of their true needs as they can come to trust the other side. Similarly, the dilemma of trust suggests that a negotiator has an equal problem in knowing how much to trust this opponent’s ability that his opponent is lying or bluffing, and our negotiator could give away too much. On the other hand, if the negotiator believes nothing his opponent says, once again the parties could never come to agreement. Most negotiators resolve this dilemma by probing their opponent’s statements for truthfulness, and for evidence that they will be true to their word.



Negotiators as members of society are led easily into attitudes of cultural bias.  The only way to overcome that bias is to create awareness of one’s own cultural system by understanding how other  people behave in another system. Negotiators should respect and appreciate the ways and customs of the host country and attempt to adapt as well as possible to make the host at ease.  Negotiators should not criticize the host country’s form of government or personal conduct of government officials. They should always praise that which is praiseworthy without affection and flattery. Negotiators should single out the good points of the country and avoid mentioning the bad points.  Good negotiators will never make promises that they cannot keep or negotiate in bad faith. Any concession gained dishonestly will have an uncertain result  because  the  deceived party  will  have  a longstanding desire for vengeance. Negotiators should emphasize mutual benefit and mutual advantage. The secret of success is to point out the common advantages to both parties and to link these advantages so that they appear to be equally balanced. 


The negotiator who, from his knowledge of his opposer’s culture and his sensitivity to it, can adapt his behavior to the situation and serve the interests of the interaction. The more and better the communication, the greater the amount of information shared or extracted, and the greater the build-up of trust, the more likely is the possibility of creating the satisfaction that negotiators are exchanging at the end of the day. In order to be effective the negotiator must be constantly alert to the distinctive qualities of the people with whom he is negotiating. He has to appreciate the meaning of their actions so as not to mislead or be misled by them, and to make his own points in a way that promotes advantageous outcomes. Effective negotiators operate as detectives searching for clues to the values and interests of their counterparts. They avoid assumptions about partner concerns; they look for what does matter to the partner rather than what should matter. Other attributes of a successful, complete negotiator include: having outstanding communication skills; being persistent; having flexibility, tact, open mindedness, subject knowledge; being willing to take risks; having physical stamina, self-confidence, decisiveness, creativity, willingness to listen, self- control, and a long-run outlook; and being sensitive to the interests and needs of others.

Characteristics of the Successful Negotiator
American Negotiating Style: 

“a preacher playing poker with card sharks”


Negotiation is emphasized and given higher status in the United States and many Western cultures than in other cultures. To an American, negotiation is the least troublesome method of settling disputes. The culture emphasizes dialogue, mediation  and compromise as a means to resolving conflict between two parties in a dispute. Negotiations may be exploratory and serve to formulate viewpoints and delineate areas of agreement of convention. Or it may aim at working out practical arrangements. The success of negotiation depends upon whether (a) the issue is negotiable (that is, you can sell your car but not your child); (b) the negotiators are interested not only in taking but also in giving and are able to exchange value for value, and compromise; or (c) negotiating parties trust each other to some extent—if they didn’t, a plethora of safety provisions would render the “agreement” unworkable.


Several cultural reasons exist for this emphasis. First, Americans emphasize bargaining to counteract its culture’s extreme emphasis upon problem solving. Americans are natural problem solvers.  The American culture values and encourages qualities such as openness, objectivity, fairness, cooperation, reason, and mutual trust. Second, when there is little or no conflict, you can usually get good results by acting naturally.  But when interests conflict, or the other side uses bargaining tactics, you must act in unnatural, perhaps even distasteful ways.  


Third, bargaining is where the money is.  Too many companies have inadequate profit levels; too many billions of dollars in bad loans will have to be written off; and  too many bad deals have been made. One reason for these bad deals is that Americans tend to be naive. They tend to be trusting and objective even when they should be tougher and more skeptical.  In fact, the Russians, Arabs, Japanese, and members of other non-Western cultures often regard Americans as naive fools for problem solving when they are bargaining, for trusting them when they are unquestionably lying.  The best negotiations are between two sincere problem solvers, and it would be extremely foolish to shift toward bargaining when the other side is being open, honest, and cooperative.  But it is suicidal to be open, honest, and trusting when the other side is obviously lying and exploitating.  Yet that is exactly what Americans have done, again, and again, and again. 


John Maynard Keynes, the great economist, made this point brilliantly in his analysis of the Versailles negotiations that ended World War I. He definitely  sympathized with Woodrow Wilson’s ideals, but regarded him as a naive fool, a preacher playing poker with card sharks. The cynical French and British prime ministers manipulated Wilson into agreements that protected their short-term interests, but, as Keynes predicted, had disastrous long-term effects on everyone—Germany’s ruinous inflation, the Great Depression, and World War II.


A fourth reason for emphasizing pure bargaining is that you cannot get much of the help you need.  Numerous books and courses exist on joint problem solving, but barely any seriously discuss pure bargaining. In fact, many popular books on negotiations essentially ignore conflict. They pander to people’s discomfort with conflict by pretending it does not exist, leading one to believe that all negotiations can be win-win.  Tell that to a trade negotiator who is trying to ensure that an American car costs as much in Seoul as a Korean one costs in New York.


We can never forget that conflict is a fact of life and that ignoring it is dangerous.  Nor will we overlook the obvious fact that people do lie while  negotiating  and  that excessive trust  can lead to disaster. If your opening offer is too generous, you may leave lots of money on the table, or it may raise expectations to unrealistic levels, or have insufficient bargaining room.  On the other hand, if you are too ambitious, the other side may reject your offer out of hand, become angry and rigid, or even break off the negotiations.



Because of their culture, most Americans care more about the second set of dangers;  they are  afraid of offending or irritating the other side.  They may therefore make overly generous first offers.  For example, they frequently submit proposals that contain only modest profits.  The subsequent negotiations reduce this profit still further and may even drive the deal below the breakeven point. One way to reduce the danger is to get the other side to make the first offer. You can then see whether the other side intends to be realistic and reasonable. If possible, plan ways to get them to make that first offer.

