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Preface

Today’s globalization requires professionals to deal with their counter-
parts in countries with different economic, cultural, legal, and political
environments. You may need to resolve a dispute with a supplier, finalize
a counterproposal for a state-owned enterprise, or lead a multicultural
team. Thus in a globalized market, few subjects are as critical as nego-
tiating across cultural boundaries. When negotiators are from diverse
cultures, they often rely on quite different assumptions about social
interactions, economic interests, and political realities. Consequently,
culturally sensitive negotiating skills are necessary for managing in an
international setting.

Practical Solutions to Global Business Negotiations has been prepared
for all those who negotiate globally: managers, lawyers, government offi-
cials, and diplomats. The book provides an insightful, readable, highly
organized tour de force of both the conceptual and practical essentials of
international business negotiation.

Negotiation is a lifelong activity. In business, you can do much bet-
ter by negotiating successfully. Those not skilled in negotiation will get
less than they deserve, perhaps significantly less. Surprisingly, it is often
easier to sharpen your negotiating skills by simply trying. To do this, you
must acquire proven negotiation strategies and tactics as well as the latest
techniques of dealing with the challenges and opportunities of today’s
complex global alliances and quickly forming partnerships. At the same
time, you must know how to navigate across national, organizational,
and professional cultures at the negotiating table.

The book provides a clear framework to guide global negotiators
around diverse cultural boundaries to close deals, to create value, to
resolve disputes, and to reach lasting agreements in a constantly chang-
ing competitive context. In other words, this book will help managers
and professionals acquire knowledge and develop indispensable skills in
today’s global business environment.

The book emphasizes the hardheaded sense of reality at its core. It

makes negotiators feel how it will likely be at the international negotiating -
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table. It tells you how to avoid mistakes and how to optimize your goals.
It helps you strengthen the skills that are keys to success in conducting
business in a multicultural environment. The strength of your agree-
ments and the development of lasting relationships can be the difference
between success and failure. Poor agreements with overseas companies
result in frequent and endless disputes affecting the profitability of the
outcome. Mutually beneficial agreements help you reach and exceed your
objectives and give the other party greater satisfaction at the same time.
This is true whether you are (a) determining the price and terms of the
deal, (b) closing with a key customer, (c) persuading others to work with
and not against you, (d) setting or meeting budgets, (e) finalizing and
managing complex contracts, (f) working on a project with someone
important to you, or (g) breaking or avoiding a serious impasse.

While brief, our acknowledgments express our deep gratitude to all who
have helped us to design and shape this book over the last several years.
Many concepts are grounded on the work of others and are intended as a
tribute to those found in the bibliography—a dedicated group of authors
recognized for their research on cross-national negotiations. Some of them
may agree or disagree with this book, and that reaction is to be expected.

Closer to home, we wish to acknowledge the support of colleagues
Eric Willumsen and John Santantoniou at the International University
in Geneva and Chris Earley at the University of Connecticut. We are
thankful to our students at the International University in Geneva and
at the University of Connecticut who read drafts and provided excellent
feedback. The staff at the International University in Geneva and the
University of Connecticut—particularly Shayna Mesko, student assistant
in the International Programs office—have been extraordinarily gracious
in supporting the project and providing help in numerous ways.

We owe a special word of thanks to the talented staff at Business
Expert Press for their role in shaping the book. Our editor, David Parker,
furnished excellent advice on the structure of the book, and his sugges-
tions in an author-friendly manner were very encouraging.

Finally, we are thankful to our wives, with love for their graceful sup-

port and inspiration in countless ways.

Claude Cellich, Geneva, Switzerland
Subhash C. Jain, Storrs, Connecticut, United States
January 2012
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CHAPTER 1
Overview of Global

Business Negotiations

In business you don’t get what you deserve, you get what you negotiate.

—Chester L. Karras

Business requires undertaking a variety of transactions. These transac-
tions involve negotiations with one or more parties on their mutual roles
and obligations. Thus, negotiation is defined as a process by which two or
more parties reach agreement on matters of common interest. All nego-
tiations involve parties (i.e., persons with a common interest to deal with
one another), 7ssues (i.e., one or more matters to be resolved), alternatives
(i.e., choices available to negotiators for each issue to be resolved), posi-
tions (i.e., defined response of the negotiator on a particular issue: what
you want and why you want it), and 7nterest (i.e., a negotiator’s underly-
ing needs). These should be identified and stated clearly at the outset.

In the post—World War II period, one of the most important devel-
opments has been the internationalization of business. Today companies
of all sizes increasingly compete in global markets to seek growth and to
maintain their competitive edge. This forces managers to negotiate busi-
ness deals in multicultural environments.

While negotiations are difficult in any business setting, they are espe-
cially so in global business because of (a) cultural differences between
parties involved, (b) business environments in which parties operate dif-
ferently, and (c) gender issues in global business negotiations. For these
reasons, business negotiations across borders can be problematic and
sometimes require an extraordinary effort." Proper training can go a long
way in preparing managers for negotiations across national borders. This
book provides know-how and expertise for deal making in multicultural

environments.
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The book is meant for those individuals who must negotiate deals,
resolve disputes, or make decisions outside their home markets. Often
managers take international negotiations for granted. They assume that, if
correct policies are followed, negotiations can be carried out without any
problems. Experience shows, however, that negotiations across national
boundaries are difficult and require a painstaking process. Even with
favorable policies and institutions, negotiations in a foreign environment
may fail because individuals deal with people from a different cultural
background within the context of a different legal system and different
business practices. When negotiators belong to the same nations, their
deal making takes place within the same cultural and institutional setup.
However, when negotiators belong to different cultures, they have differ-
ent approaches and assumptions relative to social interactions, economic
interests, legal requirements, and political realities.

This book provides business executives, lawyers, government offi-
cials, and students of international business with practical insights into
international business negotiations. For those who have no previous
training in negotiations, this book introduces them to the fundamental
concepts of global deal making. For those with formal training in nego-
tiation, this book builds on what they already know about negotiation
in the global environment.

Negotiation is interdependent: what one person does affects another
party. It is imperative, therefore, that a negotiator, in addition to per-
fecting his or her own negotiating skills, focus on how to interact,
persuade, and communicate with the other party. A successful negotia-
tor works with others to achieve his or her own objectives. Some people
negotiate well, while others do not. Successful negotiators are not born;
rather, they have taken the pains to develop negotiating skills through

training and experience.

Negotiation Architecture

The architecture of global negotiations consists of three aspects: nego-
tiation environment, negotiation setting, and negotiation process. The
negotiation environment refers to the business climate that surrounds the
negotiations and is beyond the control of negotiators. The negotiation

setting refers to such aspects as the relative power of the negotiators and
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tne nature Of THelr interdependence. Usually, Negotiators nave inmnuence
and some measure of control over the negotiation setting. The negotiat-
ing process is made up of events and interactions that take place between
parties to reach an agreement. Included in the process are the verbal
and nonverbal communication among parties, the display of bargaining
strategies, and the endeavors to strike a deal. Figure 1.1 depicts the three

aspects of negotiation architecture.

Negotiation Environment

The following are the components of the negotiation environment: legal
pluralism, political pluralism, currency fluctuations and foreign exchange,
foreign government control and bureaucracy, instability and change, ide-

ological differences, cultural differences, and external stakeholders.?

Legal Pluralism

Multinational enterprise in its global negotiations must cope with widely
different laws. A U.S. corporation not only must consider U.S. laws
wherever it negotiates but also must be responsive to the laws of the
negotiating partner’s country. For example, without requiring proof that
certain market practices have adversely affected competition, U.S. law,
nevertheless, makes them violations. These practices include horizontal
price fixing among competitors, market division by agreement among
competitors, and price discrimination. Even though such practices might
be common in a foreign country, U.S. corporations cannot engage in
them. Simultaneously, local laws must be adhered to even if they forbid
practices allowed in the United States. For example, in Europe, a clear-
cut distinction is made between agencies and distributorships. Agents
are deemed auxiliaries of their principal; distributorships are indepen-
dent enterprises. Exclusive distributorships are considered restrictive in
European Union (EU) countries. The foreign marketer must be careful in
making distribution negotiations in, say, France, so as not to violate the
regulation concerning distributorships’ contracts.

Negotiators should be fully briefed about relevant legal aspects of
the countries involved before coming to agreement. This will ensure

that the final agreement does not contain any provision that cannot be



OVERVIEW OF GLOBAL BUSINESS NEGOTIATIONS 7

implemented because it is legally prohibited. The best source for such a
briefing is a law firm that has in-house capability of legal matters of the

counterpart’s country.

Political Pluralism

A thorough review of the political environment of the party’s country with
whom negotiation is planned must precede the negotiation process. An
agreement may be negotiated that is legal in the countries involved and yet
may not be politically prudent to implement. There is no reason to spend
effort in negotiating such a deal. Consider the following examples.

A few years ago, Air India, a state-owned company and India’s flag-
ship air carrier, had to upgrade its fleet. After several months of debating
proposals made by Boeing and European airline consortium Airbus, Air
India placed the $7 billion order with Boeing. Around this time, U.S.
diplomats had been complaining that, while Indian Internet technol-
ogy service exports had surged, most of India’s manufacturing imports
continued to come from non-U.S. sources. Some Indians feared a U.S.
protectionist backlash if the airline order was placed with Airbus.

Washington had repeatedly called on New Delhi to ensure a “level
playing field” for American industry. According to a French official, Boe-
ing’s selection was politically driven, with factors other than commercial
ones swinging the order in Boeing’s favor—although Indian officials
denied this.?

As another example, the federal government officially discourages
cigarette smoking in the United States. But if people in other countries
are going to smoke, why shouldn’t they puff away on American tobacco?

Armed with this logic, the Bush administration pressured Indonesia,
South Korea,and Taiwan(China)to dismantle their government-sanctioned
tobacco monopolies. This opened lucrative markets and created such
growth for U.S. cigarette makers that skyrocketing Asian sales helped off-
set the decline at home.

However, Thailand, with a government tobacco monopoly of its own,
has been fighting U.S. pressure to open up, and U.S. tobacco companies
approached the Bush administration to take up trade sanctions against
the Thai authorities. That raises many questions about U.S. trade policy,

including these: Should Washington use its muscle to promote a product
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