Cross Cultural Negotiations Lecture 2:


“This isn’t Kansas, Toto.”


The Importance of  Thinking Globally


The impact of international business to American companies has been considerably understated.  With  two-way trade in goods and services amounting to well over $1.5 Trillion dollars and over 20% of the U.S. GDP in 1998, no part of the economy is sacrosanct and can avoid the international dimension.  Over seventy percent of American firms are actively competing against foreign-based firms.  If an American firm is not competing against a foreign firm, chances are it is either being supplied by or selling to foreign based firms.  Foreign direct investment in the U.S. has reached over $400 billion and continues to increase year by year. Foreign Direct Investment by U.S. multinationals exceed even that tremendous amount, and continues to increase.   For the new millenium, the only firms that will be exempt from dealing with foreign entities, either U.S. based affiliates or foreign customers, suppliers, or competitors will be those firms that are out of business or are going out of business. The playing field for business is now the globe.  Businesses of all size must search the entire world for customers and suppliers. 


As the proportion of foreign to domestic trade increases, so does the frequency of business negotiations between people from different countries and cultures.  Experts estimate that over 50% of an international manager’s time is spent negotiating At the forefront of international business opportunities are  the agreements between firms.  Agreements are the most important international documents that must be negotiated between firms of different nationalities.  Since implementation has become increasingly difficult and complex, cross-cultural negotiations has begun to take on an increasing importance to the globalizing firm.  Every sale or purchase has its negotiation aspect and every negotiation presents opportunities and dangers for both parties.  International negotiations are fast becoming a fact of life for a growing number of U.S. based firms. Failure to negotiate effectively can undo careful prior planning; operating across national cultures often magnifies negotiation problems.

Differences between International and Domestic negotiations

Points important in international (cross-cultural) negotiations which are normally unimportant in domestic negotiations and which could become barriers to global deal include:  1) negotiating environment, 2) cultural and sub-cultural differences (It is important to know whether to you are negotiating with a Hindu or a Moslem in Indiz, with an Moslem or Copy in Egypt, or with a Kongo or Muluba in Zaire.), 3) ideological differences, 4) foreign bureaucracy, 5) foreign laws and governments, 6) financial insecurity due to international monetary factors, and 7) political instability and sudden political and economic changes. Barriers increase the risk of failure and lengthen the time it takes to arrive at a deal. Many foreign governments must be convinced that a deal is consistent with their country’s overall economic priorities before they will enter into discussions.

Variables influencing Cross-Cultural Negotiations

The process of international business negotiation is considered to be influenced by two groups of variables:


1.  Background factors, which includes the parties objectives, often categorized as being common, conflicting, or complementary.  Other aspects include third parties involved, such as consultants, agents, and the respective government.  The position of the market (seller’s vs. buyer’s) and finally, the skills and experience of the negotiators.



2.  Atmosphere is the perceived  “milieu.”  It can include:  perceived cooperation/conflict--that the parties have something to negotiate for and something to negotiate about;  power and dependence-- that one of the parties gains more power in the relationship; and perceived distance--that the parties are unable to understand each other.  Finally, the expectations, long-term expectations of the true deals or benefits and 
short-term expectations concerning the prospects of the present deal.


Twelve variables in the negotiations process which will lead to understand international negotiating styles better include1:


Basic concept:  different groups view the purpose and process of negotiation differently.  Negotiation may be seen as a conflict in which one side wins and another loses, as a competition to identify who is best or as a collaborative process to formulate some undertaking. The winner of a negotiation in some countries is the one who gains the most concessions, regardless of the value of the concessions. Americans tend to see negotiations as a competitive process; the Japanese see it as collaborative


Criteria for selecting negotiators. Different groups choose negotiators on the basis of a variety of factors.  Negotiators may be selected on the basis of their previous experience, their status, knowledge of a particular subject, or personal attributes such as trustworthiness. Americans tend to select negotiators on the basis of ability and experience; the Japanese look for high-status negotiators.


Issues stressed:  different groups stress different aspects of the negotiations. some groups stress  substantive issues directly related to the agreement while others stress relationships.  Americans tend to stress substantive issues (price, delivery, quality) while the Japanese are more concerned with building relationships.


Protocol.  Different groups have their own particular etiquette associated with the negotiation process and their adherence to protocol varies according to its perceived importance.   Protocol factors that should be considered are gift giving, entertainment,  dress codes, seating arrangements, numbers of negotiators, timing of breaks, planned duration of the process of negotiations.  Degree of formality or informality is an important component of protocol that should be assessed.  Americans tend to be informal; the Japanese are conservative and formal.


Communications.  Different groups communicate in different ways and are more comfortable with one or another form of communications. Some groups rely on verbal communications, others on nonverbal such as gestures, space and silence.  Some groups rely on one methods, others mixed.  The more varied the methods of communications, the more complex is the communications context and the more care must be given to understand this context.  Americans tend to be verbal; Japanese often use periods of silence.


Nature of Persuasive Arguments.  Different groups attempt to persuade others and are persuaded by the use of a variety of different types of arguments.  Some rely on facts and logical arguments, others on tradition and the way things were done in the past, still others on intuition or emotion and others on the beliefs associated with a particular religion or philosophy. Americans emphasize empirical information and rational arguments; the Japanese rely more on sensitivity and intuition.


Role of the Individual.  Individuals play different roles in different societies.  In some groups, the individual is seen as very important and a particular individual’s success or failure can depend on the outcome of the negotiation process.  In other groups, individuals  are subordinate to the home negotiating party and personal ambitions are contained.  Still others may view the entire group as consisting of all negotiation parties, both home and host and are most concerned with achieving overall success. Americans are individualistic; the Japanese are collectivist and rely on the group as a whole in the negotiations process.


Basis for Trust.  Trust is a necessity if groups are going to work together to their mutual benefit and all groups seek to establish trust with the other parties in the negotiation process.  Each group may, however, establish trust on a different basis. Some groups look to past experience and past records, others rely on intuition and emotion and still others are most comfortable when sanctions exist to guarantee performance.  Americans look to the past record of those with whom they are negotiation and trust in sanctions; the Japanese are more concerned with the relationships that have been built with their counterparts.


Risk taking propensity. Negotiations involve a degree of risk because the final outcome is unknown when the negotiations begin.  Different groups view uncertainty and risk as relatively desirable or undesirable.  Some groups are therefore open to new ideas and unexpected suggestions whereas others prefer to remain within the expected boundaries and accustomed agreements.  Americans tend to take risks and accept uncertainty; the Japanese are more risk averse.


View of time.  The value of time differs from one group to another. Some people view time as limited and something to be used wisely.  punctuality, agenda and specified timeframes are important to them.  Others view time as plentiful and always available; therefore they are more likely to expect negotiations to progress slowly and to be flexible about schedules. Americans view time as a scarce commodity that must be maximized so as not to be wasted;  the Japanese view time in the long term.


Decision making systems.  Decisions are made differently in different groups.  They may be made by individuals or by the group as a whole. Within a group, participants may defer to the person of highest status or to the most senior group member; alternatively, some groups accept the decision of the majority of the group members; other groups seek consensus among group members and will not make a decision until all members have agreed.


Form of Agreement.  In some cultures, written agreements are expected; in others verbal agreements or a handshake is accepted.  In some cultures, agreements are detailed and set out as many points as possible, discussing contingencies and potential events; in others, broad general agreements are preferred with details to be worked out as they arise.  In some cultures, agreements are expected to be legally binding; in others, there is little faith in legal contracts and much more emphasis is placed on a persons obligation to keep his or her word.


Mr. Negotiations himself, Glen Fisher2,   identified five considerations that should be addressed before negotiating with persons from another culture: the players and the situation (find out how negotiators and negotiating teams are selected and the background of the players), decision making styles (the way members of the other negotiating team reaches a decision), national character (differences in culture), cultural noise (anything that would distract or interfere with the message being communicated), and the use of interpreters and translators (positively gives one more time to think about statements but it may not convey full intended message).  Four components affect the outcome of intercultural negotiations3:  Policy (basic concept of negotiation, selection of negotiators, role of individuals, concern with protocol, and type of issue), interaction (complexity of language, nature of persuasion, value of time), deliberation  (bases of trust, risk taking propensity, internal decision making function), and outcome (form of satisfactory agreement).  


 Another list of factors that must be considered when negotiating internationally include4: appreciation of cultural differences, conscious endeavor to manage cultural differences, communicate clearly and effectively, ascertain expectations and work for their achievement, narrow down difference and emphasize commonalities, both written and unwritten aspects of negotiations are important, give and take, familiarize yourself with management styles and assumptions of other side, establish your credibility, reduce differences to reach an agreement, appreciate problems and limitations of the other side, be systematic and simple, manage conflicting interests, and create the need first


Negotiators around the globe differ in terms of cultural conditioning regarding the nature of negotiation, trust, problem-solving, importance of protocol, selection of negotiation team and view of the decision making process.  






      BARGAINING STYLES

Normative: concentrates on creating a harmonious relationship between bargainers.This style requires attention to self and other emotions and values.   Appeal to emotions to reach a fair deal.


Intuitive:  imagination solves problems.  Intuitive negotiators look to the future, offer creative solutions, draw attention to prospective opportunities being created in present agreements, and follow their inspirations of the moment. 


Analytic:  logical analysis leads to universally true conclusions.  Forming reasons, drawing conclusions, identifying cause and effect and weighing the pros and cons.


Factual:  facts speak for themselves.  Points out facts and details in a neutral way, keeps track of what has been said and clarifies the issues.



STAGES OF CROSS CULTURAL NEGOTIATIONS

Although all negotiations include these four aspects, strategies, tactics, content, duration and sequence  spent in each phase, emphasis and importance of phase differ between cultures.  Nontask sounding focuses on establishing a relationship among the negotiating parties.  During this stage, information specific to the issue under negotiation is not considered; rather, the parties seek to get to know each other.  Task-related exchange of information focuses on providing information directly connected to the issue under negotiation.  During this stage, each party explains its needs and preferences.  Persuasion focuses on efforts to modify the views of the other parties and sway them to ‘our’ way of thinking.  This stage of negotiations is often intertwined with other stages (i.e., persuasion goes on while exchanging information and making concessions).  Concessions and agreement is the culmination of the negotiation  process at which an agreement is reached.  To reach an agreement that is mutually acceptable, each side frequently must give up some things; concessions by both sides are usually necessary to reach an agreement.

NEGOTIATIONS  INTERNATIONALLY


The unique characteristic of international versus domestic business negotiations is that international negotiations are influenced by a wide diversity of environments.  These require changing perspectives that determine the selection of appropriate tactics and strategies of the negotiations to be adopted (e.g., concepts of what is right, reasonable, or appropriate, expectations, mood, and reference to one’s own cultural values).  Negotiators must develop a broad perspective that includes the larger context within which they negotiate (e.g., similar and related projects, reactions of political and economic interest groups).



The Arabs want direct, face-to-face discussions, but tend not to bring open disagreements into a formal session. In fact, rather than say that they disagree, many Arabs will say they agree, but then take actions that gently hint that they do not agree at all. They hope that the other party will get the message. In Algeria, an American consultant once said: “My clients never disagree with my recommendations.   They just do not try to implement the ones they dislike.”


The Japanese are willing to meet face-to-face, but they also use third parties much more frequently than do Americans. They like to have that buffer. They are also so uncomfortable with open conflict that they hardly ever express it directly.  They talk around it, or do not react at all, or give indirect hints that they disagree. In fact, they hardly ever say no directly; one must infer it from the way they say yes. In Tokyo, the running joke (though true) is the Japanese have twenty ways to say “No” without having to say it.


In Japan and the Arab countries, the direct negotiations are combined with social activities.  One purpose of these activities is to demonstrate hospitality.  Another, more serious purpose is to determine whether you are the sort of person with whom they want to do business.  An easy way to create a bad impression is to discuss business at the wrong time.  That is, the social process can be as important as the negotiations process.  Good manners are very important to the Japanese, and they are so subtle that they have a novel way of punishing boors.


The Russians tend to regard negotiations as debates. They are so ideologically oriented that giving and taking are seen as immoral, a compromise of their principles.  Instead of trading concessions, they restate their original position, with all of the arguments supporting it. This process can continue indefinitely; they keep repeating themselves until the other side sees the errors of its position and accepts the Russian position (or, more likely, just tires out).

Intercultural Implications of Negotiations

Negotiation is...
                    Intercultural Implications

• a situation.

• The appreciation of cultural differences



                                                                     is essential in cross-cultural situations.

• mutual understanding.

• A conscious endeavor to manage




     cultural differences is required.

• communication.

• Both parties must be in a position to



    
 communicate clearly and overcome 




     cultural barriers to effective




     communication.

• need satisfaction.
 
• One must ascertain expectations and 




     then work for their achievements.

• compromise or settlement.

• One must narrow down differences and




     emphasize commonalities of  interest.

• a deal.

• Both written and  unwritten aspects of




     negotiation are important

• a bargaining process
.
• One must be prepared to give and take.

• anticipation.

• You must familiarize yourself with 



    
  management styles and assumptions 




      of others to anticipate their moves.



• persuasion.

• You must establish your credibility and be 




      soft while not losing your grip on the 


       

      problem.

• achieving consensus.

• You must reduce differences to reach an 




      agreement.

• practicing empathy

• You must appreciate problems and 





      limitations of your  “opponents.”

• searching for alternatives.  

• You should be systematic and simple 



    
(don’t try to impress others with complex 




     models).

• conflict management

• It is possible to manage conflicting 




     interests.

• winning.

• It can create problems and generate 




     bad feelings.

• a means of getting what you

• It also means giving what others 

    want from  others.

     expect of you.

• gaining the favor of people
 
• It is easier to gain favors while

     from whom you want nothing.
              acting in a genuine and rational



 
     manner.

• managing power and information.

• You should know in advance the  



                                                   

       limitations of your power; gain 




       information while managing the process




       of negotiation.

• time and opportunity

• Timely actions based on opportunity

     management.
                                                  analysis provide the needed edge in




       highly competitive situations.

• selling.

• You should create the need first.

• the least troublesome method

•The use of intercultural 

   of settling disputes.
 
    negotiating styles, modes, and


 

     skills is important.
Recommendations


The road to success in cross-cultural negotiations is recognizing that a foreign negotiator is different from you --in perceptions, motivation, beliefs and outlook. Identify, understand, accept, and respect the other side’s culture. One must be prepared to communicate and operate on two separate and different cultural wavelengths. One must also be culturally neutral.  Being different does not denote being better or inferior.  One should not cast judgment on the other party’s cultural mores any more than you would want them to judge your values. It may be true that  from a detached objective moral point of view some foreign customs may appear senseless, capricious, even cruel and insane to you.  But remember you are visiting the country as a businessman -- not as a missionary; you plan to do business there-- not to convert the natives to the American customs and practices.  Recognize that they probably feel the same way about your culture as you do theirs.   It may not be necessary to adopt  their values as part of your own personal value system.  All that is necessary is that you accept  and respect their norms as part of their culture.


 One should be sensitive to their cultural norms, try to understand what they are and how your behavior may impact them even if it causes you discomfort or emotional stress. Yet it is necessary to accept, and to proceed with the business without showing distress if one wishes to come home with an agreement beneficial to both parties and the start of a long-term healthy relationship between two companies  from  two cultures. Negotiations can easily break down because of a lack of understanding of the cultural component of the negotiations process.  Negotiators who take the time to understand the approach that the other parties are likely to use and to adapt their own styles to that one are likely to be more effective negotiators.  It is worth the time to investigate those differences prior to entering into a negotiation situation.


A knowledge of the other side’s culture allows a negotiator to communicate, to understand, to plan, and to anticipate more effectively.  In addition to the conventional preparation for any negotiation, the need for extensive study of the culture(s) can not be overstressed.  This should include reading about the history and customs of the country in question and discussion with others who have had experience dealing with citizens of the foreign country.  The focus of these preparations should be on the culture, not the language. However, cultural stereotypes should be avoided.  Although a particular approach to negotiations to a culture should be followed, sufficient flexibility should be available. Planning is crucial.  We should know sufficiently, if not intimately about the cultures of the people we are going to negotiate with.  Some things that are going to be irritants that should be avoided.   Other items are likely to facilitate the process and which should be utilized effectively. 



To augment his 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 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.


Effective international negotiators understand that negotiation, first and foremost, is not about numbers or terms or dates but personal relationships.   It is about developing relationships of trust and mutual respect. He or she must become relationship oriented rather than deal oriented.  The problem with deal orientation is that the difficulty of creating and  enforcing a legal agreement across multiple legal and government jurisdictions can be insurmountable. A deal orientation is essentially static in nature while the world is dynamic.  Negotiators who have an effective ongoing relationship will be able to agree to disagree and not have the disagreement negatively affect their relationship.  Therefore, working on developing solid mutually beneficial relationships is the first step to traveling the road to success. 


The effective international negotiator knows how to probe, how to ask questions, and how to listen.  He or she seeks areas where needs are mutual and hence, easiest to satisfy, as well as being the first step towards establishing trust and relationships. Once mutual needs are established, meeting individual needs can be begin to be accomplished.  Sharing of information is crucial towards success.  Effective international negotiators have staying power.  They recognize that things take longer to communicate across cultures, that relationship building can be a time-consuming process, that the long-term perspective must be pursued.  They must remain calm, not lose sight of the ultimate objectives of the negotiation, be flexible and willing to accept new conditions, remain on the creative lookout for needs, and communicate a commitment to the negotiation and the satisfaction of mutual needs. Experienced international negotiators create agendas in advance and try to get buy-in from the other side on the agenda before the actual start of the negotiation.  
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