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Part Two. International Negotiations, Risks, and Comparative Management
428 PART2: THE STRATEGIES AND FUNCTIONS OF INTERNATIONAL MANAGEMENT
ACTIVE LEARNING CHECK = =
Tra nSfer Of Inte rnatlonal Review your answer to the third ques- will opt for mtegraﬁve_approachgs
;o - = tion and make any changes you would because they can do little to dis-
Management Principles to i 2. AnaIYSIS Of Intel’natlonal IjkeAt"I'}l\en compare your answer to the ;c;:::‘g:gli\;sgto:::rrfg:}\I::r:;:};?;g
NegotiatiOﬂS ManaQEment 3. Would service-oriented firms be more ﬁms in' the country will, at Jeast par-
C E Ecs likely to use integrative or protective :;yi;:?e:;:g?::g:gmﬁg ;:
andsiefensivestechnigues? liver packages, and unless the coun-
Most service-oriented firms would try has its own fleet of aircraft to take
use integrative techniques because over this job, this service will no
there is limited opportunity for pro- longer be available. So the company
tective and defensive techniques. will make the decision based on how
-4 However, this is not true across the g\uch bargaining power it has in rela-
PEtras Ba rsauSkaS board. For example, retailing firms tion to the government.
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ﬁ?;:gnf:;iﬁt:n12%?31%!';%;5::;;;3225Tﬂeb::igssm;;l:fr;;iﬁf; oih one or MANAGING INTERNATIONAL
more parties to arrive at a solution that is acceptable to all. Negotiations often
follow the assessing of political risk, and can be used as an approach to conflict Closely related to managing political risk, but deserving of special attention
management. If the risk is worth it, then the MNC must negotiate with the host is managing negofiations. Negom;txon is the procless of bia;gammg w:% ox:e_
country to secure the best possible arrangements. The MNC and the host or Jx;\«;xe p;rthes fofrt thefplllx:‘p:,:s:;:e:ﬂn;vmi 1'?:1 :;c; lsxlt:zrr\\ CtI Caat risbzciesg daa :ag*
country will discuss the investment the MNC is prepared to come in wilh_in 2 mz%;’\ ;) ‘c‘;’:\gwf‘r;‘a‘;a e | thge f_’ls Kis worth it then the MNC mast
retum forlcertain guarantees and/or concessi_u ns- The i,"mal range of topics ﬁggohate with the host country to secure the best possible arrangements. -
prncai]y includes critical areas such as hln.ng‘ practices, direct ﬁnamflai The MNC and the host country will discuss the investment the MNC is
investment, taxes, and ovmership cpnirol._ Negotiations 'alsu ?;e used in tg‘e;:;‘ng prepared to make in return for certain guarantees and/or concessions. The
Nordic Academy of Informatization e. V. o o emertin, addiionat aftas f egotiaion ofin include sxpansion of . B s
Stralsund facilities, use of more local managers, additional imports or exports of materials alss used in creating joint ventures with local firms and getting the opera-
and finished goods, and recapture of profits (Boatright, 1993). fion off the ground. After the firm is Operating, additional areas of negotia="

: : - n de expansion of facilities, u f re local managers,
beteen sounties, The matsive debt problems of developiog countis, and the gdff:;xu‘x?pln or ckports of mtertals e e oods, and rcaphus
opening of trade doors with Eastern European countries are current examples. 0 gr: 2 ffore macro level of international trade are the negotiations con-

ducted batween countries. The current balance-of-trade problems between
i _{_ fhe United States and Japan is one example of fa“Ch negonahons 13 The
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- ;:'{:“i) ----- 2-.“;;';];;; lulr‘l;k;e.r;.a;;.n;ll ;\‘;;;;;;;F:S- ;‘llalﬂ,a-g;;e.f:t ............................ ::eel'e"aer::::::‘l,:a:;ost:}:sthat can be used in managmg the negotlahon
process. Regardless of the issues or the personalities of the parties involved,”
this process typically begins with planmng
Puslapiai| Turinys Puslapiai| Turinys
33 Exporting or importingoften arethe only available choices for small firrtigat wantto go | 103 Export/Import Exporting or importingare oftenthe only available choices for small firm&ntingto
international. These choices also provide an avenue for larger firms that want to beg go international. These choices also provide an avenue for larger firmgathtatb begin their internation
international expansion with a minimum of investment. The paperwork associate( expansion with a minimum of investment. The paperwork associated with documeatadidoreign
documentation and foreign currency exchanges can be turned overxpaahreanagemern currencyexchange can be tued over to an export managemeampay to handleOr the firm can handl
company to handle, or the firm can handle things itself by creating its own export depa things itself by creatig its own export department. The firm can turn to major banks or other spe
dhe firm can turn to major banks or other specialist, who f{ who, for a fee, will provide a variety of serviccluding letters of credit, currencgnversion, and relate
financial assistance.
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fee, will provide a variety of services, includitgfters of credit, currency conversion, a
related financial assistance.
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A number of potential problems face firms that plan to expat.exampleif a foreign
distributor does not work out well, some countries have strict rules about drdpgin
distributor.Therefore an MNC with a contractual agreement with the distdbabuld be stucl
with the distributor. If the firm decides to get more actively involved, it may make (
investments in marketing facilities, such as warehouses, sales offices, and transg
equipment without making a direct investment in martufag facilities oversezNiGHoONg.
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A number of potential problems face firms that plan to export. If a foreign distributor does not w
well, for example sorne countriefiave strict rules about droppirige distributor. S0 an MNC with a
contractual agreement with the distributor could be stuck with the distributor. If the firm decides to g
actively involved, it may make direct investments in marketing facilities such as warehouses, saleg
and transportationgelipment, without making a direct investment in manufacturing facilities oversea

Wholly Owned Subsidiary

Wholly ownedsubsidiary is an overseas operation that is totally owned and controlle
MNC. The subsidiary is a part tifeorgansation's formal structure, and its formation invol
the directinvestment of both capital and company personnel. Many such subsidiari
created by the MNC, but in some cases thedesidiaries are purchased from other firms.

The primary reasons for this ownership form are the desire of the MN@dotontrol and
the belief that managerial &ffency will be better without ogide partnersHost countries
however often feel that the MNC is trying to gain economic contrgldetting up loca
operationshut refusing to take in local partners. Some countries are concerned that th
will drive out local enterprisiEEGRICTICHEUTIIS0E

In dealing with these concerns, many thindorld countries prohibit fully owne
subsdiaries. A second drawback is that home country unions sometimes oppose the
of foreign subsidiaries, which they see as an attempt to "export jobs," particularly wh
MNC exports goods to another country and then decides to set up maruodaoperations
there.
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Fully Owned SubsidiaryA fully owned subsidiarys an overseas operation that is totally owned
controlled by a MNC. The subsidiary is a parttloé organization's formal structure, and its format
involves the direcinvestment of both capital and company personnel. Many such subsidiaries are
by the MNC, but in some cases these subsidiaries are purchased from othérfiarample of the latte
was the recent acquisition of International Harvester's agricukgraibment group by J.I. Case. T
purchase both reinforced and expanded Case's product line, tripled its number of dealers around
and put it in an excellent position to compete with the industry leader, John Deere.

The primary reasons for thasvnership formare the desire of the MNC footdl control and the belig
that managerial effiency will be better without wiside partnersHowever host countries often feel th
the MNC is trying to gain economic control by setting up local operatiohsefusing to take in loca
partners. Some countries are concerned that the MNC will drive out local enterprises. In déalingse
concerns, many thirdiorld countries prohibit fully owned subsidiaries. A second drawback is that
country unionssometimes oppose the creation of foreign subsidiaries, which they see as an att
"export jobs," particularly when the MNC exports goods to another country and then decides t¢
manufactiring operations therd.oday companies more commonly opt &joint venture than for a full
owned subsidiary.
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Partners in joint ventures. Partners in joint ventures can complement each other, ang
reduce the risks associated wiitleirundertaking. The European truck manufacturing and
component industriggrovide a good exampl&irms in both groups have found that the h
cost of developing and building their products can be offset through joint ventur,
particular, some paréms to these ventures have contributed financial assistance, while
provide the distribution networks needed to move the products through chakmatiser
example is the recent decision by Japanese semiconductor firms to consider banding
ard jointly developing new chip production methods. The chip makers also have invite
firms to join them in creating &ch wafer technology, but it appears likely that the Americ
will form their own joint venture groufSiliCKIGHGIINOMPSONIIN0S)

Joint venture agreement.Although much negotiation may be necessary before a
venture agreement is hammered out, the final result must be one that both sides ca
Recent examples include General Motors' venture with the Polish governmeiit tO jfoels
in that country, L.L. Bean's decision to sell clothing and equipment under a joint v
agreement with two Japanese companies in Tokyo, and Occidental Petroleum's joint
in a northern China coal mining project.
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Partners in joint vemres can complement each other and thus reduce the risks associatéte
undertaking.A good example is the case tife European truck manufacturing and auto compo
industries. Firms in both groups have found that the high cost of developing and building their prod
be offset through joint ventures. In particular, some partners to these ventures havetedrftribocial
assistance while others provide the distribution networks needed to move the product through chal

Although much negotiation may be necessary before a joint venture agreement is hammered out
result must be one that both sidas acceptMany successful examples of such agreements have e
in recent years. One of the most complex was the General Miatgata agreement that involved scores
groups and thousands of individuals. Figu# I3elps illustrate the complex relatiships and explains wh
it took 3 years to finalize this venture.
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Joint ventures are provin@ be particularly popular as a means for doing busines
emerging market economies. For examjpleéheearly 1990s, foreigners had signed more t
3,000 joint venture agreements in Eastern Européhenidrmer republics dhe Soviet Union
and interest remains high tod&yareful analysis must be undertaken to ensure that the n
for the desired goaland services is sufficiently large, that all parties understand
responsibilities, and that all parties agree regarding the overall operation of the venture,
problems can be resolved, the venture stands a good chance of success.
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Jant ventures are proving particularly popular as a means for doing business in emerging
economies. For examplgoing into the 1990s foreigners have signed more than 3000 joint ven
agreements in EastelEurope and the Soviet UnioHowever careful analysis of the situation must
undertaken to ensure that the market for the desired goods and services is sufficiently large, that
undersand their responsibilities, and that all parties agree regardirayénall operation of theanture. If
these type of prollems can be resolved, the ventul@nsis a good chance of success.
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Attributes of Licensing Operations

Another way tamplementa market entrgtrategy is to acquir@n exclusive license fahe
right to make and seél particular producin a particular geographic locale. A license is
agreement that allows one party to use an industrial property right in exchange for pay

the other part fKICINCIIEG98)!n other words, a license agreement is the right grdmgeone
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Licensing Another wayto gain market entrio implementstrategy is to acquire the right @gparticular,
productby gettingan exclusive licenst make antbr sell, the goodin a particular geographic locala.
licenseis anagreement that allows one party to use an industrial property right in exchange for pay
the other partyin a typical arrangemerihe party giving the license (the licensor) will allow the other p
(the licensee), to use a patent, trademarkyaprietary information in exchange for a féée feeusually




company to another to use its brand name, technology, product specifications, and su
manufacture and/or sale of goods and services. Naturally, the company that acquires th
pays some prearranged fee for the privilege. A stratégjyiosort becomes an internatior
strategy, when it involves reaching organisational objectives through either the purchas
of a license at the international leviel.a typical arrangement, the party giving the license
licensor) will allow the other (the licensee) to use a patent, trademarlgraprietary
information in exchange for a fee. @liee is usually based on sal&ge licensor typically
restricts licensee sales to a particular geographic locati@hlimits the time period coved
by the arrangemenEor examplea firm may acquirean exclusive right to sel patented
product abroador the next 5 years. This allows the licensofuxdher seek licensees any
other of themajor geographic locates, such as Europe, South Amévirstralia,or others

Is based on salestich as 1 percent of all revenues earned from an industrial motor sold in the Fah&
licensor typically restricts licensee sales to a particular geographic locale and limits the time period
by the arrangemen®othe firm in this examplenayhavean exclusive right to sethis patentednotor in
the Far Easfor the next 5 yea. This allows the licensor to seek licens@sother major geographig
locales, such as Europe, South America, and Australia.
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Conditions common to the licensorLicensing isemployedunder a number of commg
conditions. A product typicallys in the mature stage of the product ldgcle, competition is
strong, and profit margins are declining. Under these conditions, the licensor is unlikely
to spend money to enter foreign markets. However, if the company can find an MNC
alrealy there anavilling to add the product to its own current offerings, both sides can b
from the arrangemenfnothercommonsituationthat precludes licensing is thequirement
demanded by a foreign government that newly entering firmke a substdial direct
investment in the countryBy licensing to a firm already there, the licensee avoids the
costs.Still another case is licensorthat usually isa small firm,lacking sufficient financial
and managerial resources. Finally, companies spand a relatively large share of th
revenues on research and development (R&D) are likely to be licensors, and those wh
very little on R&D are more likely to be licensdicHDISICONGNOIIOE )" fact, some
small R&D firms make a handsome profit every year by developing and licensing new pr
to large firms with diversified product lines.
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Licensing isusedunder a number of commaconditionsFor examplethe productis typically in the
mature stage of the qauct life compettion is strong, and profit margins are declining. Under th
conditions, the licensor is unlikely to want to spend money to enter foreign markets. Howevel
company can find an MNC that is already there and is willing to addrdaeiqt to its current offeringg
both sides can benefit from the arrangem@nsecondcommoninstanceof licensing, is when foreig
governments require newly entering firms to make a substantial, direct investment in the cour
licensing to a firm akady there, the licensee avoids the entry céstlird condition for licensing is tha
the licensoris usuallya small firmthat lacksfinancial and managerial resources. Finally, companies
spend a relatively large share of their revenues on wseard development (R&D) are likely to
licensors, and those who spend very little on R&D are more likely to be licensees. In fact, some sm
firms make a handsome profit every year by developing and licensing new products to large fir
diversfied product lines.
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Some licensors use their industrial property rights to develop and sell goods in certa
of the world and license others to handle other geographic locales. This provides the
with a source of additional revenues, thé license usually is not good for much more th:
decade. In particular, if the product is very good, the competition is going to de
improvement patents that allow it to sell similar goods or new patents that make the
product obsolete. Nevtheless, for the period durimdnich the agreement is in effect, a licer

can be a very loweost way of gainingand exploiting foreign marke (iO0CISIIBUINEN S

54
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Some licensors use their industrial property rights to develop argbsel$ in certain areas of the wo
and license others to handle other geographic locales. This provides the licensor with a source of ¢
revenues, but the license usually is not good for much more than a decade. In particular, if the p
very good, the competition is going to develop improvement patents that allow it to sell similar gq
new patents that make the current product obsolete. Nevertheless, for the periodluichrige agreemer
is in effect, a license can be a very lowst way of gaining and exploiting foreign markets.

Franchisings a business arrangement under which one party (the franchiser) allows ¢
(the franchisee) to operate an enterprise using its trademark, logo and pgedard]lyin the
fast food and hotel/motel industries. The concept is very adaptable to the internationg
and with some minor adjustments for the local market, it can result in a highly pro
business. In fast foods, McDonald's, Burger King, and Kentlaied Chicken have use
franchise arrangements to expand their markets from Paris kgo,Tand from Cairo tg
Caracas.
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Franchising A franchiseis a business arrangement under which one gheyfranchisor) allows anothg
(the franchisee) to operate an enterprise using its tradelngog,productine, and methods of operation
return for a feeFranchising is widely used the fastfood and hotel/motel industries. The concept is \
adaptable to the iatnational arem and with someninor adjustments for the local market, can result
highly profitable business. In fast foods, McDonalds, Burger King, and Kentucky Fried Chicken ha
franchise arrangements to expand their markets from Paris to Tokyo and fronoC2aracadn the hotel
business, Holiday Inn, among others, has been very successful in gaining worldwide presence th
effective use of franchisees.
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Franchise agreements typically require payment of a fee up front, and then, a pexfe
the revenues. In return, the franchiser provides assistance, and in some instances, ma
the purchase of goods or supplies to ensure the same quality of goods or servicesdeo
Franchising can be beneficial to both groups. It providefsrémehise with additional flowof
income and he franchisee with a timproven concept and products or services that ca
quickly brought to market.
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Franchise agreements typically requibe payment of a fee up front and then a percentage o
revenues. In rern, the franchisor providessstance, and in some instances may require the purch
goods or supplies so as to ensure the same quality of goods or services worldwide. Franchisir
beneficial to both groups: It provides tlianchisor with a new stream of income and tire franchisee w
time-proven concept and products or services that can be quickly brought to market.
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1. Introduction

In international negotiations, people employ a wide variety of tactics, and thesmi¢
must be prepared to counter or find a way of dealing with thémexact responsdll depend
on the situation. Managers from different cultures will give different answieogigh one fac
is for certain. The success of international managers agiaiys can be increased by {
application of different tools.
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The important thing to remember is tivatnternational negotiations, people use a wide variety of ta
including dirty tricks and the other side must be prepared to counter them or find a way of dealir
them.This will depend on the situation. Managers from different cultures will give different anshedals.
4-7 provides some examples of the types of characteristiceaaedffective negotiators. To the extg
that international managers have these characteristics and can follow the types of guidelines pr
Table 46, their success as negotiators should increase
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Closely related to the discussion of negodiatiactics are the different types of bargain
behaviours, including both the verbal and +venbal ones. Verbal behaviours are an impor|
part of the negotiation process, because of the basic influence on the final outcome. H
shows that th@utcome of negotiations improve, whéigh initial offersare mademany
guestions are asked, af@ verbal commitmentgre madeuntil the end of the negotiatin
process. In short, verbal behaviohes/e ecritical influence orthe success of negotiations.

134

Bargaining Behaviors

Closely related to the above discussion of negotiation tactics are the different types of ba
behaviors, including both verbal and nonverbal bedrav Verbal behaviors are an important part of
negotiating process becaudey can improve the final outcome. Rasbashows that therofits of the
negotiators increase when thé€¥) makehigh initial offers,(2) ask alot of questions, an@3) do not make
manyverbal commitments until the end of the negotiating proces#$oir, yerbabehaviorsarecritical to
thesuccess of negotiations.
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Whereas macro analysis looks at the whole country, micro political risk analysis is d
toward government policies and actions that influence selected sectors of the ecor
specific foreign businesses in the country. These policies often take the form of ir
regulation, taxes, and laws on specific types of business mstmitdthose of local conten
The essence of such actions is that some businesses are treatedttjiffrom others.
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Whereas macro analysis looks at the whole countigro political risk analysisis directed towarc
government polies and actions that influenselected sectors of the economy or specific foreign busin
in the countryThese policies often take the form of industry regulation, taxes on specific types of b
activity, andlocal content lawsThe essence of these actions is that some businesses are treated di
from otherbusinesses. A good example is providgaountries in South America that face an indebted
crisis and have introduced a variety of policies that promote exports and discourage imports
accompanying Alnternational Management i n m
Firms that feel theu cannot abide these policies will stay out. However, some firms that are looki
location from which they can produce and export goods will view these same government policies
attractive.
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2. Analysis of International Negotiations Management

Closely related to managing political risk, but deserving special attention, is ma
negotiations. Negotiatiorare the pricesf bargaining with one or more partigsarriveat a
solution that is acceptable tb. &Negotiations often follow the assessing of political risk,
can be used as an approach to conflict management. If the risk is worth it, then the MN
negotiate with the host country to secure the best possible arrangements. The MNC
hostcountry will discuss the investment the MNC is prepared to come in with in retu
certain guarantees and/or concessions. The initial range of topics typically includes
areas such as hiring practices, direct financial investment, taxes, amashbipncontrol,
Negotiations also are used in creating joint ventures with local firms and in gettir
operation off the ground. After the firm is operating, additional areas of negotiation
include expansion of facilities, use of more local mamggadditional imports or exports
materials and finished goods, and recapture of p
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MANAGING INTERNATIONAL NEGOTIATIONS

Closely related to managing political risk, but desenafigpecial attentionsi managinghegotiations
Negotiationis the processf bargaining with one amorepartiesfor the purpose of arrivingt a solution
thatis acceptable to all. Negotiation often follows assessing political risk and can be used as an ap
conflict management. If the risk is worth it, then the MNC must negotiate with the host country to
the best possible arrangements. The MNC thiedhost country will discuss the investment the MN(
prepared to make in return for certain guarantees and/or concessiomsitiiheange of topics typically
includes such critical areas as hiring practicisct financial investment, taxes, andrership control
Negotiation is also used in creating joint ventures with local firms and getting the operation off the
After the firm is operatig, additional areas of negdt@n often include expansion of facigs, use of mor
local managersadditional imports or exports of materials and finishedd3o and recapture of profits.

On a more macro level of international trade are the negotiations conducted b
countries. The massive debt problems of developing countries, and the opfemnaaig doors
with Eastern European countries are current examples.
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On a more macro level of international trade are the negotiations conducted between count
current balancef-trade problems between the United States and Japan is one ezbsyalle negotiations
The massive debt problems of thivdorld countriesand opening up trade doors with Eastern Eurof
countries ar®thercurrent examples.
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Negotiation Tacticsin CEECs
A number of specific tactics are used in internatiorgotiating. The following discussiq
examines some of the most common.
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Negotiation Tactics
A number of specific tactics are used in international negotiating. The following discussion ex
some of the most common.
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Buyer - seller relations.How should buyers and sellers act? Wated earlier Americans
believe in being objective and trading favours. When the negotiations are over, America
away with what they have received from the other party, and they expect the other par
the sare. This is not the way negotiators in many other countries thowever
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Buyer-seller relationsHow should buyers and sellers act?p@snted out Americans believe in bein
objective and trading favors. When the negotiations are over, Americans walk away with what th
received from the other party, and they expect the other party to do theHsam@/er this is not the way
negotiators in may other countries think
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Location. Where should negotiations take place? If the matter is very important,
businesses will choose a neutral site. A number of benefits derive from using a neut
One is that each party has limited accesstschome office for receiving a great deal
negotiating information and advice, and thus, gaining an advantage on the other. A s¢
that the cost of staying at the site often is quite high, so both sides have an incentive to ¢
their negotiatios as quickly as possible. (Of course, if one side enjoys the facilities, and
like to stay as long as possible, the negotiations could drag on.). A third is that most neg
do not like to return home with nothing to show for their effortsheg ire motivated to reac
some type of agreement.
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Location Where should negotiations take place? If the matter is very important, most busines
choose a neutral siteor example, U.Sirms negotiating with companies from the Far East midlet in
Hawaii. South American companies negotiating with European firms will meet half way, say in Ney
City. A number of benefits derive from using a neutral site. One is that each party has limited acce
home office for receiving a greatalef negotiating information and advice, and thus, gaining an adva|
on the other. A second is that the cost of staying at the site often is quite high, so both sides have ar
to conclude their negotiations as quickly as possible. (Of catises side enjoys the facilities, and wol
like to stay as long as possible, the negotiations could drag on.). A third is that most negotiators d
to return home with nothing to show for their efforts, so they are motivated to reach someatygeofent
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Time limits. Time limits areone of the mosimportant negotiation tacscwhen one party
is under a time constraint. This is particularly true, when one party has agreed to me

home site of the other party. For examplegotiators from CEEQvho go to London to discus
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Time limits Time limits arean important negotiation tactic when one party is under a time const
This is particularly true, wén one party has agreed to meet at the home site of the other party. For e
U.S.who go to London to discuss a joint venture with a British fivith often have a scheduled retu




a joint venture with a British firm, will often have a scheduled return flight. Once their
find out how long these individuals intend to stay, the British can plan their sti
accordingly. The "ral" negotiations are unlikely to begin until close to the time thapanty
from CEECmust leave. The British know that their guests will be anxious to strike som
of deal before returning home, sothis casetheparty from theCEECis at a disadvantage.

Time limits can be used tactically, even if the negotiators meet at a neutral site. For e
most Americans like to be home with their families for Thanksgiving, Christmas, and th
Year holiday. Negotiations held right befateese dates put Americans at a disadvant
because the other party knows that the Americans would like to leave.

flight. Once their hosts find out how long these individuals interstiety, the British can plan their strate
accordingly. The "real" negotiations are unlikely to begin until close to the time thAnhteecansmust
leave. The British know that their guests will be anxious to strike some type of deal before returran
so theAmericansareat a disadvantage.

Time limits can be used tacticalgven if the negotiators meet at a neutral site. For example,
Americans like to be home with their families for Thanksgiving, Christmas, and the New Year h
Negotiatiors held right before these dates put Americansdigadvantagéecause the other party kno
that the Americans would like to leave.
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Components ofthe Negotiation Process

There are several basic steps that can be used in managing the negpt@tEss
Regardless of the issues or personalities of the parties involved, this process typically
with planning.
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The Negotiation Process
There are several basic steps that can be used in managing the negotiation process. Regard
Issues or personalities of the parties involved, this process typically begins with planning.
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Planning. Planning starts with the negotiators identifying those objectives they woul
to attain. Then, they explore the possible options for reaching these objectives. Researc
that the greater the number of options, the greater the chances for suavegsfiations
While this appears to be an obvious statement, research also reveals that many nego
not alter their strategy, when negotiating across cultidest, consideration is given to are
of common ground between the par{iES0CHEUNENSIIEgN Other major areas includ
(1) dividing issues into shoraand longterm considerations, and deciding how to handle ¢
(2) determining the sequence in which to discuss the various issug8) tmelsetting of limitg
on singlepoint objectives, such as deciding to pay no more than 10 niulgihfor the factory)|
and 3 millionUSD for the land
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Planning Planning starts with the negotiators identifying those objectives they would like to Bltam
they explore the possible options for reaching these objectives. Research shows that the greater t
of options, the greater the chances for successful negotiations. Next, consideration is given to
common ground between the parti€her major areas includél) the setting of limits on singipoint
objectives, such as deciding to pay no more $ignmillion for the factory an&3 million for the langl(2)
dividing issues into shor and longterm considerationgnd deciding how tdandle eachand (c)
determining the sequence in which tedailiss the various issues
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Exchanging taskrelated information. In this part of their negotiation process, each gr
sets forth its position on the critical issues. These positions ofterchatige later in th
negotiations. At this point, the participants are trying to find out what the other party wji
attain, and why it may be willing to give up.
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Exchanging taskrelated information In this part of their negotiation process, each group sets for
position on the critical issues. These positions often will change later in the negotiations. At this p
participants are trying to find out what the other party wants to astiaghywhy it may be willing to give uj
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Interpersonal relationship building. The second phase of the negotiation process invc
getting to know the people on the other side. This "feeling out" period is characterised
desire to identify those who are reasonable, and those who are not{1®82notes:

Effective negotiairs must view luncheon, dinner, reception, ceremony, and tour invitg
as times for interpersonal relationship building, and therefore as key to the negotiating |
When American negotiators, often frustrated by the seemingly endless fasnaitemonies
and "small ta®", ask how long they must wait before beginning to "do business", the a
may be simple: wait until your opponents bring up business (and they will). Realize t
work of conducting successful negotiation has already heguen if business has yet to

mentione N IGIETSIPPIMOOH )
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Interpersonal relationship building The second phase of the negotiation process involves gett
know the people on the other side. This "feeling out" period is characterised by the desire to ident
who are reasonabland those who are ndh contrast to many other countriesn@ricans often give littl¢
attention to this phase; they want to get down to business immediately, which is often an in€
approachAdler notesthat

Effective negotiators must view luncheon, dinner, reception, ceremony, and tour invitationsdert
interpersonal relationship building, and therefore as key to the negotiating process. When A
negotiators, often frustrated by the seemingly endless formalities, ceremonies, and "small talk",
long they must wait before beginning to hilgsiness”, the answer may be simple: wait until your oppot
bring up business (and they will). Realize that the work of conducting successful negotiation has
begun, even if business has yet to be mentioned.
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PersuasionMany considethis step of negotiatiorie be the most important. No side wa
to give away more than it has to, but each knows that without giving some concessio
unlikely to reach a final agreement. The success of the persuasion step often depgl)c
the ability of each to identify areasf similarity and differenceq2) the willingness to work
toward a solution that allows all parties to walk away feeling they have achieveg
objectives(3) the ability of create new options; af#) how well the pdies understand eaq
ot her 6s 9).
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PersuasionThis step of negotiations is considered by menlge the most important. No side wants
give away more than it has to, but eaate knows thatwithout giving some aacessionst is unlikely to
reach a final agreement. The success of the persuasion step often depdmyibam:well the parties
under st and e a @htheahility of eathsto igentify areal similarity and differenceg3) the
ability of create new options, aifdl) the willingness to work toward a solution that allows all parties to
away feeling they have achieved their objectives.

Agreement. The final phase of negotiations is the grantingafoessions and hammerit
out final agreemat. Sometimes, this phase is carried out piecemeal, and concessio
agreements are made on issues, one at a time. This is tiileosayirom United Statéike to
negotiate. Asach issue is resolved, it is removed from the bargaining tablantenest is
focused on the ne{BCiNCUGICHEININIIOER Negotiators from the CEECs and CIsh the
other hand, tend to negotiate a final agreement on everything, and few concessgiveng
until the end. Simply put, to negotiate effectively in thernational arena, it is necessary

understand how cultural differences between the parties affect the il SO0 .
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AgreementThe final phase of negotiations is the granting of concessions and ther hammering
final agreement. Sometimes this phase is carried out piecemeal, and concessions and agreement
on issues one at a time. This is the ayericandike to negotiate. As each issue is resolved, it is remqg
from the bargaining table, and interest is focused on the Asigins and Russianen the other hand, ter
to negotiate a final agreement on everything and few concessions are given until the endp@&ini
negotiate effectively in the international arena, it is necessary to understand how cultural diff
between the parties affect the process.




6

105

Promises, threats,and other behaviours.Another approach to bargaining is the use
promises, threatsewards, selflisclosuresthe behaviourshat are designed to influence
other party. These behaviours are greatly influenced by the cullbee.research wa
conductedobserving Japanedd.S., Brazilian, andaltic businespeople, and found that the
employed a variety of different behaviours during a bwggtler negotiation simulation. Tab|
2-1 presents the results.

The table shows that Americans and Japanese make greater useisépthan Brazilian
do. The Japanese also rely heavily on recommendations and commitment. The Brazil
a discussiorof rewards, commands, and sdi§closure more than Americans and Japan
The Brazilians also say no a great deal more, and makeffiers that have highdéevel profits
than those of the others do. Americans tend to operate between these two groups, althc
do make less use of commands than either of their opponents, and make first offers t
lower profit levels thanhteir opponents.

Non-verbal behaviours.Nonverbal behaviours also are very common during negotiat
These behaviours refer to what people do, rather than what they sayeiah behaviours
sometimes are called the "silent language.” Typical examptdsde silent periods, facis
gazing, touching, and conversational overlaps. As seen in Zahlthe Japanese tend to |
silent periods much more often, than either Americans or Brazilians during negotiati
fact, in this study, the latter did nae them at all. The Brazilians did, however, make freq
use of other nowerbal behaviours. They employed facial gazing almost four times more
than the Japanese, and almost twice as often as the Americans. In addition, although
two graups did not touch their opponents, the Brazilians made wide use of thigerizal
tactic. They also relied heavily on conversational overlaps, employing them more tha
as often as the Japanese, and almost three times as often as Americans. Quiéy othe

Brazilians rely very heavily on newerbal behaviours in their negotiating.
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Promises, threats, and other behaviourénother approach to bargaining is the use of promises, th
rewards, seftlisclosuresthe behaviorglesigned to influence the other party. These behavioursfiare
greatly influenced by the cultur&rahamconducted researasing Japanesémerican and Brazilian
business people and found that they employed a variety of different behaviors duniygraetier
negotiation simulation. Tablie4 presents the results.

The table shows that the Americans and Japanese make greater use of promises than do the
The Japanese also rely heavily on recommendations and commitment. The Braziliadssogsséon of
rewards, commands, and sdi§closure more than the Americans and Japanese. The Brazilians alsg
a great deal more and make first offers that have higher profits than those of the others. The Americ
tend to operate between fieetwo groups, although they do make less use of commands than either
opponents and make first offers that have lower profit levels than their opponents.

Nonverbal BehaviorsNonverbal behaviors are also very common during negotiations. These bel
refer to what people do rather than what they say. Nonverbalvioet are sometimes called ttslent
language." Tyjral examples include silent periods, facial gazing, taughand conversianal overlaps
As seen in Tabld-5, the Japanese during negotiations tend to use silent periods much more often th
Americans or Brazilians. In fact, in this study the latter did not use them at all. However, the Brazili
make frequent use of other nonverbal behaviors. They employed facial gazing almost four times m
as the Japanese aaldnost twice as often as the Americans. In addition, although the latter two grot
not touch their opponents, the Braziliansd@avide use of this nonverbal tactic. They also relied heavi
conversational overlaps, gfoying them more than twice as often as the Japanese and almodirtta®
as often as the Americar@uite obviously, the Brazilians relery heavily on nonvéxal behaviors in thei
negotiating.
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