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Puslapiai Turinys Puslapiai Turinys 

33 Exporting or importing often are the only available choices for small firms that want to go 

international. These choices also provide an avenue for larger firms that want to begin their 

international expansion with a minimum of investment. The paperwork associated with 

documentation and foreign currency exchanges can be turned over to an export management 

company to handle, or the firm can handle things itself by creating its own export department 

(Leonidous, Katsikeas, 1996). The firm can turn to major banks or other specialist, who for a 

103 Export/Import  Exporting or importing are often the only available choices for small firms wanting to 

go international. These choices also provide an avenue for larger firms that want to begin their international 

expansion with a minimum of investment. The paperwork associated with documentation and foreign 

currency exchange can be turned over to an export management company to handle. Or the firm can handle 

things itself by creating its own export department. The firm can turn to major banks or other specialists 

who, for a fee, will provide a variety of services including letters of credit, currency conversion, and related 

financial assistance. 

                                                           
1 Ģymǟjimas ir kitos pastabos:  

1) lentelǟje yra pateiktos P. Barġausko monografijos (kairǟje pusǟje) ir atitinkamo leidinio (deġinǟje pusǟje) dalys, kuriose buvo aptikta sutapļiȎ. LeidiniȎ dalys pateikiamos remiantis monografijos turinio tvarka; 

2) paģodinǟs sutaptys yra neģymǟtos, neiġskirtos spalvomis, specialiu ġriftu ar kitais bȊdais; 

3) pavieniȎ simboliȎ, skyrybos ģenklȎ skirtumai nǟra ģymimi; 

4) skirtumai, kurie yra susijň su numeracija ir teksto daliȎ tvarka, pavieniais ir panaġiŃ reikġmň turinļiais ģodģiais ar jȎ junginiais, yra ģymimi mǟlyna spalva;  

5) tekstȎ dalys, aptinkamos tik viename iġ leidiniȎ, yra ģymimos geltona spalva; 
6) nuorodos Ǳ kitȎ autoriȎ tekstus P. Barġausko monografijoje yra ģymimos raudona spalva. 
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fee, will provide a variety of services, including letters of credit, currency conversion, and 

related financial assistance. 

33 A number of potential problems face firms that plan to export. For example, if a foreign 

distributor does not work out well, some countries have strict rules about dropping that 

distributor. Therefore, an MNC with a contractual agreement with the distributor could be stuck 

with the distributor. If the firm decides to get more actively involved, it may make direct 

investments in marketing facilities, such as warehouses, sales offices, and transportation 

equipment without making a direct investment in manufacturing facilities overseas (Mahone, 

1994). 

103 A number of potential problems face firms that plan to export. If a foreign distributor does not work out 

well, for example, sorne countries have strict rules about dropping the distributor. So an MNC with a 

contractual agreement with the distributor could be stuck with the distributor. If the firm decides to get more 

actively involved, it may make direct investments in marketing facilities such as warehouses, sales offices, 

and transportation equipment, without making a direct investment in manufacturing facilities overseas. 

38 Wholly  Owned Subsidiary 

Wholly owned subsidiary is an overseas operation that is totally owned and controlled by a 

MNC. The subsidiary is a part of the organisation's formal structure, and its formation involves 

the direct investment of both capital and company personnel. Many such subsidiaries are 

created by the MNC, but in some cases these, subsidiaries are purchased from other firms.  

The primary reasons for this ownership form are the desire of the MNC for total control and 

the belief that managerial efficiency will be better without outside partners. Host countries, 

however, often feel that the MNC is trying to gain economic control by setting up local 

operations, but refusing to take in local partners. Some countries are concerned that the MNC 

will drive out local enterprises (Backley, Ghauri, 1994). 

In dealing with these concerns, many third- world countries prohibit fully owned 

subsidiaries. A second drawback is that home country unions sometimes oppose the creation 

of foreign subsidiaries, which they see as an attempt to "export jobs," particularly when the 

MNC exports goods to another country and then decides to set up manufacturing operations 

there.  

99-100 Fully  Owned Subsidiary A fully owned subsidiary is an overseas operation that is totally owned and 

controlled by a MNC. The subsidiary is a part of the organization's formal structure, and its formation 

involves the direct investment of both capital and company personnel. Many such subsidiaries are created 

by the MNC, but in some cases these subsidiaries are purchased from other firms. An example of the latter 

was the recent acquisition of International Harvester's agricultural equipment group by J.I. Case. This 

purchase both reinforced and expanded Case's product line, tripled its number of dealers around the world, 

and put it in an excellent position to compete with the industry leader, John Deere. 

The primary reasons for this ownership form are the desire of the MNC for total control and the belief 

that managerial efficiency will be better without outside partners. However, host countries often feel that 

the MNC is trying to gain economic control by setting up local operations but refusing to take in local 

partners. Some countries are concerned that the MNC will drive out local enterprises. In dealing with these 

concerns, many third-world countries prohibit fully owned subsidiaries. A second drawback is that home 

country unions sometimes oppose the creation of foreign subsidiaries, which they see as an attempt to 

"export jobs," particularly when the MNC exports goods to another country and then decides to set up 

manufacturing operations there. Today companies more commonly opt for a joint venture than for a fully 

owned subsidiary. 

39 Partners in joint ventures. Partners in joint ventures can complement each other, and thus, 

reduce the risks associated with their undertaking. The European truck manufacturing and auto 

component industries provide a good example. Firms in both groups have found that the high 

cost of developing and building their products can be offset through joint ventures. In 

particular, some partners to these ventures have contributed financial assistance, while others 

provide the distribution networks needed to move the products through channels. Another 

example is the recent decision by Japanese semiconductor firms to consider banding together 

and jointly developing new chip production methods. The chip makers also have invited U.S. 

firms to join them in creating 12-inch wafer technology, but it appears likely that the Americans 

will form their own joint venture group (Strickland, Thompson, 1998). 

Joint venture agreement. Although much negotiation may be necessary before a joint 

venture agreement is hammered out, the final result must be one that both sides can accept. 

Recent examples include General Motors' venture with the Polish government to build Opels 

in that country, L.L. Bean's decision to sell clothing and equipment under a joint venture 

agreement with two Japanese companies in Tokyo, and Occidental Petroleum's joint venture 

in a northern China coal mining project. 

100 Partners in joint ventures can complement each other and thus reduce the risks associated with the 

undertaking. A good example is the case of the European truck manufacturing and auto component 

industries. Firms in both groups have found that the high cost of developing and building their products can 

be offset through joint ventures. In particular, some partners to these ventures have contributed financial 

assistance while others provide the distribution networks needed to move the product through channels. 

Although much negotiation may be necessary before a joint venture agreement is hammered out, the final 

result must be one that both sides can accept. Many successful examples of such agreements have emerged 

in recent years. One of the most complex was the General Motors-Toyota agreement that involved scores of 

groups and thousands of individuals. Figure 3-4 helps illustrate the complex relationships and explains why 

it took 3 years to finalize this venture. 

39 Joint ventures are proving to be particularly popular as a means for doing business in 

emerging market economies. For example, in the early 1990s, foreigners had signed more than 

3,000 joint venture agreements in Eastern Europe and the former republics of the Soviet Union, 

and interest remains high today. Careful analysis must be undertaken to ensure that the market 

for the desired goods and services is sufficiently large, that all parties understand their 

responsibilities, and that all parties agree regarding the overall operation of the venture. If these 

problems can be resolved, the venture stands a good chance of success. 

100, 102 Joint ventures are proving particularly popular as a means for doing business in emerging market 

economies. For example, going into the 1990s foreigners have signed more than 3000 joint venture 

agreements in Eastern Europe and the Soviet Union. However, careful analysis of the situation must be 

undertaken to ensure that the market for the desired goods and services is sufficiently large, that all parties 

understand their responsibilities, and that all parties agree regarding the overall operation of the venture. If 

these types of problems can be resolved, the venture stands a good chance of success. 

51 Attributes of  Licensing Operations 

Another way to implement a market entry strategy is to acquire an exclusive license for the 

right to make and sell a particular product in a particular geographic locale. A license is an 

agreement that allows one party to use an industrial property right in exchange for payment to 

the other party (Kreitner, 1998). In other words, a license agreement is the right granted by one 

102 Licensing Another way to gain market entry to implement strategy is to acquire the right to a particular 

product by getting an exclusive license to make and/or sell, the good in a particular geographic locale. A 

license is an agreement that allows one party to use an industrial property right in exchange for payment to 

the other party. In a typical arrangement, the party giving the license (the licensor) will allow the other party 

(the licensee), to use a patent, trademark, or proprietary information in exchange for a fee. The fee usually 
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company to another to use its brand name, technology, product specifications, and such in the 

manufacture and/or sale of goods and services. Naturally, the company that acquires the license 

pays some prearranged fee for the privilege. A strategy of this sort becomes an international 

strategy, when it involves reaching organisational objectives through either the purchase or sale 

of a license at the international level. In a typical arrangement, the party giving the license (the 

licensor) will allow the other (the licensee) to use a patent, trademark, or proprietary 

information in exchange for a fee. The fee is usually based on sales. The licensor typically 

restricts licensee sales to a particular geographic location, and limits the time period covered 

by the arrangement. For example, a firm may acquire an exclusive right to sell a patented 

product abroad for the next 5 years. This allows the licensor to further seek licensees in any 

other of the major geographic locates, such as Europe, South America, Australia, or others. 

is based on sales such as 1 percent of all revenues earned from an industrial motor sold in the Far East. The 

licensor typically restricts licensee sales to a particular geographic locale and limits the time period covered 

by the arrangement. So the firm in this example may have an exclusive right to sell this patented motor in 

the Far East for the next 5 years. This allows the licensor to seek licensees for other major geographic 

locales, such as Europe, South America, and Australia. 

51-52 Conditions common to the licensor. Licensing is employed under a number of common 

conditions. A product typically is in the mature stage of the product life cycle, competition is 

strong, and profit margins are declining. Under these conditions, the licensor is unlikely to want 

to spend money to enter foreign markets. However, if the company can find an MNC that is 

already there and willing to add the product to its own current offerings, both sides can benefit 

from the arrangement. Another common situation that precludes licensing is the requirement 

demanded by a foreign government that newly entering firms make a substantial direct 

investment in the country. By licensing to a firm already there, the licensee avoids the entry 

costs. Still another case is a licensor that usually is a small firm, lacking sufficient financial 

and managerial resources. Finally, companies that spend a relatively large share of their 

revenues on research and development (R&D) are likely to be licensors, and those who spend 

very little on R&D are more likely to be licensees (Lane, DiStephano, 1992). In fact, some 

small R&D firms make a handsome profit every year by developing and licensing new products 

to large firms with diversified product lines. 

102 Licensing is used under a number of common conditions. For example, the product is typically in the 

mature stage of the product life, competition is strong, and profit margins are declining. Under these 

conditions, the licensor is unlikely to want to spend money to enter foreign markets. However, if the 

company can find an MNC that is already there and is willing to add the product to its current offerings, 

both sides can benefit from the arrangement. A second common instance of licensing, is when foreign 

governments require newly entering firms to make a substantial, direct investment in the country. By 

licensing to a firm already there, the licensee avoids the entry costs. A third condition for licensing is that 

the licensor is usually a small firm that lacks financial and managerial resources. Finally, companies that 

spend a relatively large share of their revenues on research and development (R&D) are likely to be 

licensors, and those who spend very little on R&D are more likely to be licensees. In fact, some small R&D 

firms make a handsome profit every year by developing and licensing new products to large firms with 

diversified product lines. 

52 Some licensors use their industrial property rights to develop and sell goods in certain areas 

of the world and license others to handle other geographic locales. This provides the licensor 

with a source of additional revenues, but the license usually is not good for much more than a 

decade. In particular, if the product is very good, the competition is going to develop 

improvement patents that allow it to sell similar goods or new patents that make the current 

product obsolete. Nevertheless, for the period during which the agreement is in effect, a license 

can be a very low-cost way of gaining and exploiting foreign markets (Hodgets, Luthans, 

1997). 

102-103 Some licensors use their industrial property rights to develop and sell goods in certain areas of the world 

and license others to handle other geographic locales. This provides the licensor with a source of additional 

revenues, but the license usually is not good for much more than a decade. In particular, if the product is 

very good, the competition is going to develop improvement patents that allow it to sell similar goods or 

new patents that make the current product obsolete. Nevertheless, for the period during which the agreement 

is in effect, a license can be a very low-cost way of gaining and exploiting foreign markets. 

54 Franchising is a business arrangement under which one party (the franchiser) allows another 

(the franchisee) to operate an enterprise using its trademark, logo and product, generally in the 

fast food and hotel/motel industries. The concept is very adaptable to the international arena, 

and with some minor adjustments for the local market, it can result in a highly profitable 

business. In fast foods, McDonald's, Burger King, and Kentucky Fried Chicken have used 

franchise arrangements to expand their markets from Paris to Tokyo, and from Cairo to 

Caracas. 

103 Franchising A franchise is a business arrangement under which one party (the franchisor) allows another 

(the franchisee) to operate an enterprise using its trademark, logo, product line, and methods of operation in 

return for a fee. Franchising is widely used in the fast-food and hotel/motel industries. The concept is very 

adaptable to the international arena and with some minor adjustments for the local market, can result in a 

highly profitable business. In fast foods, McDonalds, Burger King, and Kentucky Fried Chicken have used 

franchise arrangements to expand their markets from Paris to Tokyo and from Cairo to Caracas. In the hotel 

business, Holiday Inn, among others, has been very successful in gaining worldwide presence through the 

effective use of franchisees. 

54-55 Franchise agreements typically require payment of a fee up front, and then, a percentage of 

the revenues. In return, the franchiser provides assistance, and in some instances, may require 

the purchase of goods or supplies to ensure the same quality of goods or services world-wide. 

Franchising can be beneficial to both groups. It provides the franchiser with additional flow of 

income, and the franchisee with a time-proven concept and products or services that can be 

quickly brought to market. 

103 Franchise agreements typically require the payment of a fee up front and then a percentage of the 

revenues. In return, the franchisor provides assistance, and in some instances may require the purchase of 

goods or supplies so as to ensure the same quality of goods or services worldwide. Franchising can be 

beneficial to both groups: It provides the franchisor with a new stream of income and tire franchisee with a 

time-proven concept and products or services that can be quickly brought to market. 

95 1. Introduction  

In international negotiations, people employ a wide variety of tactics, and the other side 

must be prepared to counter or find a way of dealing with them. The exact response will depend 

on the situation. Managers from different cultures will give different answers. Though one fact 

is for certain. The success of international managers as negotiators can be increased by the 

application of different tools. 

137 The important thing to remember is that in international negotiations, people use a wide variety of tactics 

including dirty tricks, and the other side must be prepared to counter them or find a way of dealing with 

them. This will depend on the situation. Managers from different cultures will give different answers. Table 

4-7 provides some examples of the types of characteristics needed in effective negotiators. To the extent 

that international managers have these characteristics and can follow the types of guidelines provided in 

Table 4-6, their success as negotiators should increase. 
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95 Closely related to the discussion of negotiation tactics are the different types of bargaining 

behaviours, including both the verbal and non-verbal ones. Verbal behaviours are an important 

part of the negotiation process, because of the basic influence on the final outcome. Research 

shows that the outcome of negotiations improve, when high initial offers are made, many 

questions are asked, and few verbal commitments are made until the end of the negotiating 

process. In short, verbal behaviours have a critical influence on the success of negotiations. 

134 Bargaining Behaviors 

Closely related to the above discussion of negotiation tactics are the different types of bargaining 

behaviors, including both verbal and nonverbal behaviors. Verbal behaviors are an important part of the 

negotiating process because they can improve the final outcome. Research shows that the profits of the 

negotiators increase when they: (1) make high initial offers, (2) ask a lot of questions, and (3) do not make 

many verbal commitments until the end of the negotiating process. In short, verbal behaviors are critical to 

the success of negotiations. 

95 Whereas macro analysis looks at the whole country, micro political risk analysis is directed 

toward government policies and actions that influence selected sectors of the economy or 

specific foreign businesses in the country. These policies often take the form of industry 

regulation, taxes, and laws on specific types of business activities and those of local content. 

The essence of such actions is that some businesses are treated differently from others. 

119-120 Whereas macro analysis looks at the whole country, micro political risk analysis is directed toward 

government policies and actions that influence selected sectors of the economy or specific foreign businesses 

in the country. These policies often take the form of industry regulation, taxes on specific types of business 

activity, and local content laws. The essence of these actions is that some businesses are treated differently 

from other businesses. A good example is provided by countries in South America that face an indebtedness 

crisis and have introduced a variety of policies that promote exports and discourage imports (See the 

accompanying ĂInternational Management in Action: A Major Debt Problemñ for details of this problem.) 

Firms that feel theu cannot abide these policies will stay out. However, some firms that are looking for a 

location from which they can produce and export goods will view these same government policies as very 

attractive. 

98 2. Analysis of International Negotiations Management 

Closely related to managing political risk, but deserving special attention, is managing 

negotiations. Negotiations are the prices of bargaining with one or 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 management. If the risk is worth it, then the MNC must 

negotiate with the host country to secure the best possible arrangements. The MNC and the 

host country will discuss the investment the MNC is prepared to come in with in return for 

certain guarantees and/or concessions. The initial range of topics typically includes critical 

areas such as hiring practices, direct financial investment, taxes, and ownership control. 

Negotiations also are used in creating joint ventures with local firms and in getting the 

operation off the ground. After the firm is operating, additional areas of negotiation often 

include expansion of facilities, use of more local managers, additional imports or exports of 

materials and finished goods, and recapture of profits (Boatright, 1993). 

128 MANAGING  INTERNATIONAL NEGOTIATIONS  

Closely related to managing political risk, but deserving of special attention is managing negotiations. 

Negotiation is the process of bargaining with one or more parties for the purpose of arriving at a solution 

that is acceptable to all. Negotiation often follows assessing political risk and can be used as an approach to 

conflict management. If the risk is worth it, then the MNC must negotiate with the host country to secure 

the best possible arrangements. The MNC and the host country will discuss the investment the MNC is 

prepared to make in return for certain guarantees and/or concessions. The initial range of topics typically 

includes such critical areas as hiring practices, direct financial investment, taxes, and ownership control. 

Negotiation is also used in creating joint ventures with local firms and getting the operation off the ground. 

After the firm is operating, additional areas of negotiation often include expansion of facilities, use of more 

local managers, additional imports or exports of materials and finished goods, and recapture of profits. 

98 On a more macro level of international trade are the negotiations conducted between 

countries. The massive debt problems of developing countries, and the opening of trade doors 

with Eastern European countries are current examples. 

128 On a more macro level of international trade are the negotiations conducted between countries. The 

current balance-of-trade problems between the United States and Japan is one example of such negotiations. 

The massive debt problems of third-world countries and opening up trade doors with Eastern European 

countries are other current examples. 

99 Negotiation Tactics in CEECs 

A number of specific tactics are used in international negotiating. The following discussion 

examines some of the most common. 

130 Negotiation Tactics 

A number of specific tactics are used in international negotiating. The following discussion examines 

some of the most common. 

99 Buyer - seller relations. How should buyers and sellers act? As noted earlier, Americans 

believe in being objective and trading favours. When the negotiations are over, Americans walk 

away with what they have received from the other party, and they expect the other party to do 

the same. This is not the way negotiators in many other countries think, however. 

133 Buyer-seller relations How should buyers and sellers act? As pointed out, Americans believe in being 

objective and trading favors. When the negotiations are over, Americans walk away with what they have 

received from the other party, and they expect the other party to do the same. However, this is not the way 

negotiators in many other countries think. 

99 Location. Where should negotiations take place? If the matter is very important, most 

businesses will choose a neutral site. A number of benefits derive from using a neutral site. 

One is that each party has limited access to its home office for receiving a great deal of 

negotiating information and advice, and thus, gaining an advantage on the other. A second is 

that the cost of staying at the site often is quite high, so both sides have an incentive to conclude 

their negotiations as quickly as possible. (Of course, if one side enjoys the facilities, and would 

like to stay as long as possible, the negotiations could drag on.). A third is that most negotiators 

do not like to return home with nothing to show for their efforts, so they are motivated to reach 

some type of agreement. 

130-132 Location Where should negotiations take place? If the matter is very important, most businesses will 

choose a neutral site. For example, U.S. firms negotiating with companies from the Far East will meet in 

Hawaii. South American companies negotiating with European firms will meet half way, say in New York 

City. A number of benefits derive from using a neutral site. One is that each party has limited access to its 

home office for receiving a great deal of negotiating information and advice, and thus, gaining an advantage 

on the other. A second is that the cost of staying at the site often is quite high, so both sides have an incentive 

to conclude their negotiations as quickly as possible. (Of course, if one side enjoys the facilities, and would 

like to stay as long as possible, the negotiations could drag on.). A third is that most negotiators do not like 

to return home with nothing to show for their efforts, so they are motivated to reach some type of agreement. 

99 Time limits. Time limits are one of the most important negotiation tactics, when one party 

is under a time constraint. This is particularly true, when one party has agreed to meet at the 

home site of the other party. For example, negotiators from CEEC, who go to London to discuss 

132-133 Time limits  Time limits are an important negotiation tactic when one party is under a time constraint. 

This is particularly true, when one party has agreed to meet at the home site of the other party. For example, 

U.S. who go to London to discuss a joint venture with a British firm will often have a scheduled return 
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a joint venture with a British firm, will often have a scheduled return flight. Once their hosts 

find out how long these individuals intend to stay, the British can plan their strategy 

accordingly. The "real" negotiations are unlikely to begin until close to the time that the party 

from CEEC must leave. The British know that their guests will be anxious to strike some type 

of deal before returning home, so in this case, the party from the CEEC is at a disadvantage. 

Time limits can be used tactically, even if the negotiators meet at a neutral site. For example, 

most Americans like to be home with their families for Thanksgiving, Christmas, and the New 

Year holiday. Negotiations held right before these dates put Americans at a disadvantage, 

because the other party knows that the Americans would like to leave. 

flight. Once their hosts find out how long these individuals intend to stay, the British can plan their strategy 

accordingly. The "real" negotiations are unlikely to begin until close to the time that the Americans must 

leave. The British know that their guests will be anxious to strike some type of deal before returning home, 

so the Americans are at a disadvantage. 

Time limits can be used tactically even if the negotiators meet at a neutral site. For example, most 

Americans like to be home with their families for Thanksgiving, Christmas, and the New Year holiday. 

Negotiations held right before these dates put Americans at a disadvantage because the other party knows 

that the Americans would like to leave. 

100 Components of the Negotiation Process 

There are several basic steps that can be used in managing the negotiation process. 

Regardless of the issues or personalities of the parties involved, this process typically begins 

with planning. 

128 The Negotiation Process 

There are several basic steps that can be used in managing the negotiation process. Regardless of the 

issues or personalities of the parties involved, this process typically begins with planning. 

100 Planning. Planning starts with the negotiators identifying those objectives they would like 

to attain. Then, they explore the possible options for reaching these objectives. Research shows 

that the greater the number of options, the greater the chances for successful negotiations. 

While this appears to be an obvious statement, research also reveals that many negotiators do 

not alter their strategy, when negotiating across cultures. Next, consideration is given to areas 

of common ground between the parties (Hodgetts, Luthans, 1997). Other major areas include: 

(1) dividing issues into short- and long-term considerations, and deciding how to handle each; 

(2) determining the sequence in which to discuss the various issues, and (3) the setting of limits 

on single-point objectives, such as deciding to pay no more than 10 million USD for the factory 

and 3 million USD for the land. 

129 Planning Planning starts with the negotiators identifying those objectives they would like to attain. Then, 

they explore the possible options for reaching these objectives. Research shows that the greater the number 

of options, the greater the chances for successful negotiations. Next, consideration is given to areas of 

common ground between the parties. Other major areas include: (1) the setting of limits on single-point 

objectives, such as deciding to pay no more than $10 million for the factory and $3 million for the land; (2) 

dividing issues into short- and long-term considerations and deciding how to handle each; and (c) 

determining the sequence in which to discuss the various issues. 

100 Exchanging task-related information. In this part of their negotiation process, each group 

sets forth its position on the critical issues. These positions often will change later in the 

negotiations. At this point, the participants are trying to find out what the other party wants to 

attain, and why it may be willing to give up. 

129 Exchanging task-related information  In this part of their negotiation process, each group sets forth its 

position on the critical issues. These positions often will change later in the negotiations. At this point, the 

participants are trying to find out what the other party wants to attain, and why it may be willing to give up. 

100 Interpersonal relationship building. The second phase of the negotiation process involves 

getting to know the people on the other side. This "feeling out" period is characterised by the 

desire to identify those who are reasonable, and those who are not. Adler (1992) notes: 

Effective negotiators must view luncheon, dinner, reception, ceremony, and tour invitations 

as times for interpersonal relationship building, and therefore as key to the negotiating process. 

When American negotiators, often frustrated by the seemingly endless formalities, ceremonies, 

and "small ta7lk", ask how long they must wait before beginning to "do business", the answer 

may be simple: wait until your opponents bring up business (and they will). Realize that the 

work of conducting successful negotiation has already begun, even if business has yet to be 

mentioned (Moran, Stripp, 1991). 

129 Interpersonal relationship building The second phase of the negotiation process involves getting to 

know the people on the other side. This "feeling out" period is characterised by the desire to identify those 

who are reasonable, and those who are not. In contrast to many other countries, Americans often give little 

attention to this phase; they want to get down to business immediately, which is often an ineffective 

approach. Adler notes that: 

Effective negotiators must view luncheon, dinner, reception, ceremony, and tour invitations as times for 

interpersonal relationship building, and therefore as key to the negotiating process. When American 

negotiators, often frustrated by the seemingly endless formalities, ceremonies, and "small talk", ask how 

long they must wait before beginning to "do business", the answer may be simple: wait until your opponents 

bring up business (and they will). Realize that the work of conducting successful negotiation has already 

begun, even if business has yet to be mentioned. 

100-101 Persuasion. Many consider this step of negotiations to be the most important. No side wants 

to give away more than it has to, but each knows that without giving some concessions, it is 

unlikely to reach a final agreement. The success of the persuasion step often depends on: (1) 

the ability of each to identify areas of similarity and differences; (2) the willingness to work 

toward a solution that allows all parties to walk away feeling they have achieved their 

objectives; (3) the ability of create new options; and (4) how well the parties understand each 

otherós position (Savage, Blair, Sorenson, 1989). 

129 Persuasion This step of negotiations is considered by many to be the most important. No side wants to 

give away more than it has to, but each side knows that without giving some concessions it is unlikely to 

reach a final agreement. The success of the persuasion step often depends on: (1) how well the parties 

understand each otherós position (2) the ability of each to identify areas of similarity and differences; (3) the 

ability of create new options, and (4) the willingness to work toward a solution that allows all parties to walk 

away feeling they have achieved their objectives. 

101 Agreement. The final phase of negotiations is the granting of concessions and hammering 

out final agreement. Sometimes, this phase is carried out piecemeal, and concessions and 

agreements are made on issues, one at a time. This is the way those from United States like to 

negotiate. As each issue is resolved, it is removed from the bargaining table, and interest is 

focused on the next (Carnevale, Pruitt, 1992). Negotiators from the CEECs and CIS, on the 

other hand, tend to negotiate a final agreement on everything, and few concessions are given 

until the end. Simply put, to negotiate effectively in the international arena, it is necessary to 

understand how cultural differences between the parties affect the process (Weiss, 1994). 

129-130 Agreement The final phase of negotiations is the granting of concessions and ther hammering out of a 

final agreement. Sometimes this phase is carried out piecemeal, and concessions and agreements are made 

on issues one at a time. This is the way Americans like to negotiate. As each issue is resolved, it is removed 

from the bargaining table, and interest is focused on the next. Asians and Russians, on the other hand, tend 

to negotiate a final agreement on everything and few concessions are given until the end. Simply put, to 

negotiate effectively in the international arena, it is necessary to understand how cultural differences 

between the parties affect the process. 



   6  
 

 

105 Promises, threats, and other behaviours. Another approach to bargaining is the use of 

promises, threats, rewards, self-disclosures, the behaviours that are designed to influence the 

other party. These behaviours are greatly influenced by the culture. The research was 

conducted, observing Japanese, U.S., Brazilian, and Baltic business people, and found that they 

employed a variety of different behaviours during a buyer-seller negotiation simulation. Table 

2-1 presents the results. 

The table shows that Americans and Japanese make greater use of promises than Brazilians 

do. The Japanese also rely heavily on recommendations and commitment. The Brazilians use 

a discussion of rewards, commands, and self-disclosure more than Americans and Japanese. 

The Brazilians also say no a great deal more, and make first offers that have higher-level profits 

than those of the others do. Americans tend to operate between these two groups, although they 

do make less use of commands than either of their opponents, and make first offers that have 

lower profit levels than their opponents. 

Non-verbal behaviours. Non-verbal behaviours also are very common during negotiations. 

These behaviours refer to what people do, rather than what they say. Non-verbal behaviours 

sometimes are called the "silent language." Typical examples include silent periods, facial 

gazing, touching, and conversational overlaps. As seen in Table 2-2, the Japanese tend to use 

silent periods much more often, than either Americans or Brazilians during negotiations. In 

fact, in this study, the latter did not use them at all. The Brazilians did, however, make frequent 

use of other non-verbal behaviours. They employed facial gazing almost four times more often 

than the Japanese, and almost twice as often as the Americans. In addition, although the latter 

two groups did not touch their opponents, the Brazilians made wide use of this non-verbal 

tactic. They also relied heavily on conversational overlaps, employing them more than twice 

as often as the Japanese, and almost three times as often as Americans. Quite obviously, the 

Brazilians rely very heavily on non-verbal behaviours in their negotiating. 

134, 136-

137 
Promises, threats, and other behaviours Another approach to bargaining is the use of promises, threats, 

rewards, self-disclosures, the behaviors designed to influence the other party. These behaviours are often 

greatly influenced by the culture. Graham conducted research using Japanese, American, and Brazilian 

business people and found that they employed a variety of different behaviors during a buyer-seller 

negotiation simulation. Table 4-4 presents the results. 

The table shows that the Americans and Japanese make greater use of promises than do the Brazilians. 

The Japanese also rely heavily on recommendations and commitment. The Brazilians use a discussion of 

rewards, commands, and self-disclosure more than the Americans and Japanese. The Brazilians also say no 

a great deal more and make first offers that have higher-level profits than those of the others. The Americans 

tend to operate between these two groups, although they do make less use of commands than either of their 

opponents and make first offers that have lower profit levels than their opponents. 

Nonverbal Behaviors Nonverbal behaviors are also very common during negotiations. These behaviors 

refer to what people do rather than what they say. Nonverbal behaviors are sometimes called the "silent 

language." Typical examples include silent periods, facial gazing, touching, and conversational overlaps. 

As seen in Table 4-5, the Japanese during negotiations tend to use silent periods much more often than either 

Americans or Brazilians. In fact, in this study the latter did not use them at all. However, the Brazilians did 

make frequent use of other nonverbal behaviors. They employed facial gazing almost four times more often 

as the Japanese and almost twice as often as the Americans. In addition, although the latter two groups did 

not touch their opponents, the Brazilians made wide use of this nonverbal tactic. They also relied heavily on 

conversational overlaps, employing them more than twice as often as the Japanese and almost three times 

as often as the Americans. Quite obviously, the Brazilians rely very heavily on nonverbal behaviors in their 

negotiating. 
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