Cross Cultural Negotiations Lecture 11:




“People Who Need People . . .”

The Human Element 

Composition of the Negotiating Team

Teams that include women could provide advantages in areas such as Scandinavia where female participation is taken for granted but disadvantages in more masculine societies such as Japan and Arab countries.   Some cultures provide great status to seniority—Japanese and Chinese— and expect the other side to do likewise.  An Asian team is likely to be led by a senior older person who may lose face if forced to deal with a younger person as an equal.  In many countries it is customary for the general principles of an agreement to be worked out by high level officials and the details by more junior staff. 


Due to the long term nature of many international negotiations, often members of the teams will change.  Discussions may be started with one manager only to have a different manager for the next session.  The people who will be dealing with the other side on a continuing basis should be part of the team that negotiates the initial agreement  A stable negotiating team can facilitate negotiations.  In addition, being aware of the history of the negotiations helps to clarify what the parties had in mind when they drafted specific provisions of the contract.  Also, in many countries, particularly Asian, promises made are viewed as having been made to individuals not company representatives. If the person implementing the agreement were not involved in the initial negotiation, the other side may feel less bound to comply with its contractual requirements.  Lack of continuity among members of the negotiating team also often conveys a message of unreliability and disorganization. 


Asians, may open a negotiation by dwelling on their company’s vulnerabilities, small size, and other feigned weaknesses, to swell Westerners’ confidence  and induce them to ask for less in return for the concessions that the Westerners are prepared to request.  Some Westerners might think the orphan strategy is an expression of Asian humility.  Instead, it often conceals a hidden agenda. For example, a claim of weakness is soon followed by a request that the foreign side ease its credit terms to lighten the financial burden on the Asian side. Or the Asians demand conciliatory “favors” outside the contract. .Asians valued details in formulating their business decisions; they consider information gathering to be the heart of a negotiation.  However, what they call a “know-how exchange” often becomes “information rape.” with the Asian side planning to reverse-engineer a Western product from the outset of collaboration with the firm. The Asians’ objective of sharing in a company’s know-how without paying for it may be partially cultural in origin. In Asia, no notion of proprietary know-how took root; new technology was shared by all. Knowledge was kept public, and to imitate or adopt someone else’s methodology was considered virtuous, and a great compliment to the person who created it.  borrowing another person’s know-how was considered to be neither thievery nor unethical.


The will of the group in Japan, the decision taken, the path to be followed is often revealed by the senior negotiator.  Each member of the team has a specific role to play in the negotiation and the spokesman for the group is often the one senior individual present, often the one sitting in the center of the group. 

 Status and Selection


Gender, competence, experience, status, age, even personal attributes can all be used as criteria in choosing individuals to send to the negotiating table.  If two cultures which use different sets of negotiator selection criteria meet at the negotiation table, a tremendous clash of expectations will definitely occur. For the typical American team, who usually choose their negotiators on the basis of substantive knowledge of the issues at the table, gender or age of the negotiator is often incidental to the composition of the team.  Gender and age, though, often play key roles in the selection of the negotiator in other countries.  For some status conscious societies, young American businesspersons are not well received:  it is difficult for them to believe that someone so young has decision -making authority.

Hierarchy is important to many East Asian cultures and one will not make much progress until they know where they stand vis-a-vis status with you.  For the Japanese, the most senior official should be greeted first.  The angle and duration of the bow is dependent upon the relative status of the two, the younger, less senior bows lower and longer as a way of establishing the proper relationships  between the two individuals. Sending lower level executives to negotiating sessions will be seen as insincere and lack of respect and interest in the discussions; everything will move slower as a result. In these situations, matching team leaders becomes not a luxury but a requirement.  Many societies are status conscious and demand an opposite number with equivalent rank.  The Korean negotiating team is selected on the basis of status, knowledge and expertise.  Traditionally, the elders were regarded as decision makers.  Today, many younger individuals are involved in that role as well.   Respect for elders, the family, education, and power is paramount to the Korean culture. Korea is a formal society and protocol is important.


In most Arab counties one’s family is the primary determinant of one’s position.  People get there jobs, status, and social position because of their family connections, almost without regard for their abilities.  The same is true in most of Latin America and the Third World in general. Despite their egalitarian rhetoric, the Soviets  followed the same basic pattern, with one important exception:  The children of high ranking party officials went to the best schools and got the best jobs almost regardless of their ability, but their privileges were much less secure than those of the wealthy people in other countries; If the father was purged or demoted, the entire family suffered. 


In the Arab world, a person’s word may be more binding than many written agreements and insistence on a contract may be insulting. The Arabs believe in the ‘open door’ policy.  It is common for negotiations in business or government offices in Egypt or Saudi Arabia to be interrupted frequently by telephone calls, secretaries wanting signatures, and even visitors seeking an important word with the person.  An Arab does not keep friends or family waiting when he is in discussions with another; they will be invited into the room for tea and talk.  Visitors constantly trek in and out of the office, seeking his advice and counsel.  Phone calls and interruptions are handled without apology.  The Arab will not refuse traditional hospitality to those who come to see him.  He can be diverted for hours by social interruptions.While Western executives would interpret these interruptions as a sign of discourtesy or lack of interest, the Arab, feels that it would be extremely rude to refuse a telephone call or visit from an associate.

In Japan the picture is more complex.  The Japanese measure individual achievement much less frequently and closely than  we do, and promotions are based upon seniority except at the highest levels.  for example, some companies do not formally evaluate an employee’s performance for the first ten years of service, and every person hired at a certain time might get similar raises and promotions.  However, Japanese companies do have an enormous commitment to the group’ s achievement.


Mexican negotiators are often selected for their skill at rhetoric and making distinguished performances. Negotiation is perceived from their perspective as a time to test Mexican honor and to determine that attitude of the American negotiators towards Mexicans. In Latin America, it is not unusual to have key figures at the bargaining table who have little or no knowledge of the issues but are there because of their relationships with key industrial or political figures. French negotiators are often selected according to their schooling. Schooling and social class in France and in other parts of Europe, especially United Kingdom, quite often determine who conducts business.  


German are also extremely status conscious.  One should always refer to one as “Herr” or “Doktor”  Formality means wearing a suit at almost all times.  Germans are hard bargainers because they are so well prepared and serious about their work.  They are likely to ask you for business references, for demonstrations, for testimonials.  They want to talk to your technical people and your customers.

Authority and Decision Making


You clearly need to know people's negotiation authority.  If you underestimate, it, you may lose the deal.  If you overestimate it, you may weaken your bargaining position. It can be difficult or impossible to learn it during the negotiations.  People often lie to inflate their egos or to gain a negotiating advantage.  Confirming the authority and responsibility of the other side’s negotiator ahead of time can preempt use of lack of authority excuse. You should therefore try to determine their authority before the negotiations begin and confirm your judgment during the negotiations. In negotiating a deal, you do not engage the other side’s entire organization but only its negotiation team, which acts as the link to the other organization.  They act as agent for their companies and organizations.  It is necessary to determine how much authority they actually have. A negotiator may have less decision making ability than claimed; this permits the negotiator to save face if authority is revoked.


If someone does not have enough authority to negotiate a binding deal, try to avoid negotiating with them.  Otherwise, you may make concessions to reach a deal, only to find that the other side rejects their negotiator’s concessions and insists on additional negotiations (i.e., more concessions from you). The Soviets repeatedly used this technique.  A Westerner reaches an agreement with an apparently important person, and then is told, “Commissar Smirnov has been sent to Siberia for crimes against the people.  We repudiate any agreements he has made, but will negotiate in good faith with all sincere parties.” This approach is a variation on the salami technique.  You have a salami, If someone tries to take it all at once, you would fight or leave.  But you will not fight that hard for just one slice of salami.  So the first negotiators take a slice.  Then their bosses take a slice.  Then their bosses take a slice, and so on, until they have your  entire salami!


Restrictions on authority, such as the buyer who has approval limits, is more difficult to deal with than someone who has complete authority.  Restrictions on authority, on the other hand, gives users negotiation strength.   Authority limits provide the negotiator with a face-saving way of testing the firmness of an opposer’s stance and provide him with a face-saving way of giving in.  The Chinese, because of their bureaucratic need to diffuse responsibility and social need to avoid loss of face, use such behaviors widely.  The Russians often use it deliberately to exert pressure for price concessions.  


Greek and Latin American top managers prefer to maintain personal control of all aspects of the process and may head the team rather than delegate this role to a subordinate. Sometimes, delays in the final decision arise because even members of the team are unsure as to who has the authority to agree (Eastern European, Russia).  Chinese negotiators do not hesitate to stop a session in order to get instructions from their superiors.     Lines of authorities can be diffuse and vague.   In China, negotiating teams can have as many as ten or more members with vague responsibilities and no easily recognizable leader.  In this case, it becomes necessary to determine who is actually in charge of the negotiating team and why that person was chosen to be the leader of the other side’s team. In Korea, the chairman has ultimate approval and only he can grant final agreement. Often times it becomes necessary to hold out the final decision maker from the detailed negotiations to counter such tactics.


One must necessarily understand what is the negotiators’ flexibility.   For example, Japanese negotiators may have almost none.  In many negotiations all they can do is report their team’s position and listen as you report yours.  Their decision-making pattern requires them to develop a consensus among many people after thoroughly discussing the alternatives.  Any change in a position must therefore be referred back to those who participated in the original decisions. 


Often times the team on the other side of the table is not composed of the final decision makers. The Japanese often use the tactic of concealing their top man by positioning him on the fringe of his team, inconspicuously and initially  making no contribution while a junior member acts as spokesman. The Japanese team leader might only be marginally technically competent in the specific subject matter under negotiation but still be the undisputed head: his credentials for leadership include seniority and frequently a degree from the right school. He may have been chosen because he  represents the company consensus which was achieved before the negotiations started.  His symbolic authority is high and great deference is given him by his team. So one can’t  assume the makeup of the opponents’ negotiating team is identical to that of your own team.


Internal decision making systems can be consensus or authoritative.  In the latter, leaders or powerful individuals make decisions without concern for consensus.  Decision making is not delegated to the entire team.  In consensus decision making, negotiators do not have the authority to make decisions without consulting superiors.  The team leader must obtain support and listen to advice from team members.  

Size of Negotiating Teams

The size and expertise of the negotiating team depends on the nature of the deal and the parties’ cultural background. The number of negotiators considered appropriate for a negotiations vary by culture.  Chinese teams tend to be large, following Mao’s dictum of concentrating a superior force in numbers against the opposition.  Lawyers are rare.  Chinese interpreters often have inadequate language skills and experience. The People’s Republic of China typically sends a large team which includes not only functional experts and administrators but also representatives of local, provincial and national authorities. The Chinese tend to have large negotiating, usually very well coordinated and operated as solid units.  It, therefore, becomes extremely difficult to impossible in playing off the interests of different Chinese. The Japanese negotiating teams will also usually consist of large groups. 



Americans typically prefer to use small negotiating teams or even go it alone—the “John Wayne” syndrome of international negotiations, the lone gunslinger. The rationale for doing so is typically cost. Advantages and disadvantages of this approach exist.  A single negotiator has difficulty if faced with an entire team. Bringing a team to the negotiating table allows you to bring expertise to bear in each area under negotiation, allows you to benefit from instant input in areas of consideration and provides the emotional support necessary to prevail.  Tasks can be divided between team members.  As some of these tasks must be preformed concurrently during negotiations, it becomes difficult, if not impossible, for the solo negotiator to do an adequate job. To avoid being intimidated by sheer numbers, the Western negotiator is well advised  to be prepared to bring sufficient staff to provide numerical balance (including sufficient technical experts). Nonetheless, limits exist; as numbers rise, performance decreases and structure eventually becomes unworkable. 


Japanese typically negotiate in teams made up of experts in relevant fields. The negotiating team usually consists of five males with one member serving as the symbolic head.  The first individual introduces the parties initially and facilitates the signing ceremony. The other four slots are typically filled by operational staff, middle managers, CEO, and a mediator.  The qualities admired and sought in Japanese negotiators include commitment, persistence, ability to gain respect, credibility, good listening skills, pragmatism, and  a broad perspective.  A successful negotiation reflects the efforts of the entire Japanese team.  The senior negotiator sits in the middle of his team on one side rather than at the head of the table. The top Japanese executive is seated furthest from the door. Those with authority to make a deal sit to the leader’s immediate side with those with lesser roles at the two ends.  Japanese negotiations have an air of formal politeness, conservative conduct, good manners. Proper business etiquette must be observed at all times.


Both advantages and disadvantages exist in negotiating by team. The advantages are having more complete preparation, several viewpoints, faster decision making, mental support,  and strength in numbers.   Team negotiations are the norm in most nations. Disadvantages to team negotiating are that it is very expensive, manage the egos, roles and expectations of individual team members, one must negotiate with own team and form consensus before negotiating with the other side, opportunity for internal disagreement is substantial (differences regarding priorities and roles and negotiating skills), decision making can be more cumbersome the more the members, and that the efficiency  of decision may be lowered

Intermediaries


To  augment this or her own capabilities, a business negotiator can employ cultural experts, translators, outside attorneys, financial advisors , or technical experts who have at least moderate and preferably high familiarity with both the counterpart’s and the negotiator’s cultures.  These experts serve two distinguishable roles, as “agents” who replace the negotiator at the negotiating table or as “advisers” who provide information and recommend sources of action to the negotiator.  The Japanese prefer to follow an indirect, harmonious style when dealing with others.  Go-betweens help move the process along and interpersonal harmony is considered more important than confrontation. The use of go-betweens, middlemen, brokers, and other intermediaries is a common practice within many cultures and represents a potentially effective approach to cross-cultural negotiation as well.


In Latin American countries, black Africa and parts of Asia and most Arab countries, the use of family and friendship ties is widespread and is a necessary and important means of doing business.  To these,  using personal ties and connections, because of their reciprocal nature, means using up old  credits or accumulating new liabilities.  There is usually a value attached to the use of personal connections. 
Lawyers

American teams often include a legal representative which could have adverse effect when dealing with cultures (particularly Asian) which stress conciliation and compromise rather than conflict. Lawyers do not enjoy as much prestige in most cultures as they do in America.  In some cultures, they are considered to be more of a problem, a hindrance to an agreement, than an advantage.  In Japan, rarely is an attorney present during the initial part of the negotiation or thereafter. Lawyers do not enjoy as much prestige in Japan as they do in America. In Japan, lawyers are seen as people who complicate personal relationships, get in the way of basic understanding and of allowing the parties to get to know each other better, and in general obstruct the development of necessary cooperative business relationships. A long-term business relationship between two parties in Japan is expected to be built on the principles of mutual trust, friendship and cooperation rather than on legalistic grounds which a lawyer would tend to emphasize. The Japanese regard the introduction of an attorney into a business negotiation as an unfriendly act, a sign of distrust,  or an implied threat of litigation since lawyers are traditionally used for that specific purpose in Japan.  This naturally bodes ill for the negotiation. Bringing a lawyer to a first meeting with a Japanese company is often the kiss of death to an agreement. A contract is secondary in  business transactions to  harmonious relationships; Japanese negotiators prefer conciliation and mediation over litigation. The Chinese  also shuns legal considerations and instead stresses ethical principles.  In some cultures, the use of lawyers as negotiators raises concerns on the other side about possible future lawsuits.  In these situations, they should be introduced as advisers or counselors rather than lawyers.


The Japanese prefer conciliation and mediation over litigation in business matters for several reasons:  reduced costs, the limited number of attorneys in Japan (some cases drag on for as long as ten years before a final decision is reached; and the Japanese emphasis on harmony or reconciliation (chotei).  The prewar Japanese Constitution stated that  “Japan must strive to resolve interpersonal cases by harmony and compromise.” Arbitration is viewed as a negative action which damages the business relationship.  Legal approaches and confrontation are rarely used.  Those approaches would destroy the harmony and trust required for continued business dealing and it is almost impossible to regain once it is lost.  The Japanese wish to maintain the relationship for mutual benefit rather than seek a one-time gain. 

Risk and Rewards


Latin’s low risk taking propensity is party based on fatalistic attitude towards the world: since bad things will always happen, one should be extremely careful in one’s actions in order to avoid running an even greater risk of bringing on negative situations.  In Japan, low risk taking comes about from the fact that the unexpected can easily destroy the harmony so carefully longingly established. 


Negotiators are subject to several kinds of risk including image loss (in the eyes of other negotiators), position loss and information loss.  If a negotiator wishes low rewards but provides the protection of established traditional institutions, uncertainty avoider (need for structure and dogma and avoids ambiguous situations).  Will often accept high risk situations if  familiar with them.  If a negotiator wishes high rewards in a new uncertain situation, uncertainty acceptor.  Power in a negotiations is created by the perceptions of the negotiators about their ability to influence each other.    It is not necessary to create an incentive to negotiate.  Power may be exercised without mention or use or diminished by its exercise or threatened exercise.  The degree of one’s power is measured by the ability to achieve a given result with the least effort or expenditures. 


Asian negotiation is as much a ceremony as it is a form of business communication.
The negotiation style in the Asian context is often described as relationship-oriented, and concentrates on a long-term single source arrangement.  The implication of this style is that it is collaborative and will lead to some mutual satisfaction.  The negotiation is as much as ceremony and courtship as it is a form of business communication.  The form is very important.  In contrast the American style of negotiation ( and to some extent this is an Anglo-Saxon tendency) is to concentrate on the instrumental and results as an outcome.  The literature indicates that the focus on the instrumental is very characteristic of Western cultures.

Trust


Cultures also divide on trust, some basing trust on law while others base it on friendship. The French are more inclined to mistrust until faith and trust is proven by their counterparts. Trust has to be earned;  the French are only truly impressed by results. Trust based upon written laws establish codes of conduct.  If an agreement is broken, negotiators from such cultures expect some higher authority to impose sanctions or force performance.  Trust based upon friendship and esteem rely upon the harmonious nature of the relationship to ensure that expectations will be fulfilled. You trust the other sided when you believe in the truthfulness of what the other party says.  When there is high trust, negotiators are more more likely to take a mutual problem solving approach and to share information.  When trust is low, they tend instead to depend heavily upon persuasive arguments, threats and other forms of confrontational behavior.  In Arabic cultures, the need to become family is critical for trust and agreement to occur.


It is in their interests to do business with you.  They will not resort to unethical behavior during the negotiation process.  They will respect information and opinions made in confidence and not leak these to outsiders.  They will do their best to convince their constituents to accept any agreements that they make with you.  (in some cultures like Japan, the Japanese negotiator comes tot he table having already discussed with other departments the terms under which to settle and cannot accept substantial modifications without checking back).  They will do their best to implement the agreement.  the French are more inclined to mistrust until faith and trust is proven by their counterparts.  In cultures like China and Japan, pride and honor are of great importance.  Because of the influence of Confucism, honesty, integrity and sincerity in dealmaking are greatly appreciated in these countries. Often seek out any ethnic Chinese associated with the other side, who they believe are naturally sympathetic to China. Negotiators from the PRC tend to play up notions of friendship, mutual interest and the importance of shared trust, then appeal to these principles at later meetings in order to shame their counterparts into giving them the best possible terms. 


High power distance cultures correlate with low degrees of trust. Russians respond to unknown outsiders with fear and suspicion but have strong loyalty to those outsiders with whom they are able to develop personal relationships. Trust becomes crucial when building personal relationships.  Issues of trust are the most difficult relationship problems to repair.  American negotiators often try to resolve issues of trust by formalizing the intent of the parties in an ironclad contract; they then try to hold the other side to the contract, regardless of how much the other side may be trusted.  In many cultures, it is the person or the relationship that your counterpart trusts, not a piece of paper.  Building trust is a long process but worth every effort.  

