OBJECTIVES OF THE CHAPTER

CROSS-CULTURAL
COMMUNICATION AND
NEGOTIATION

Communication takes on special importance in interna-
tional management because of the difficulties in convey-
ing meanings between parties from different cultures. The
problems of misinterpretation and error are compounded
in the international context. Chapter 7 examines how the
communication process in general works, and it looks at
the downward and upward communication flows that
commonly are used in international communication. Then
the chapter examines the major barriers to effective inter-
national communication and reviews ways of dealing with
these communication problems. Finally, one important
dimension of international communication, international
negotiation, is examined, with particular attention to how
negotiation approaches and strategies must be adapted to
different cultural environments. The specific objectives of
this chapter are:

1. DEFINE the term communication, examine some
examples of verbal communication styles, and explain
the importance of message interpretation.

2. ANALYZE the common downward and
upward communication flows used in international
communication.

3. EXXAIMIINE the language, perception, and culture
of communication and nonverbal barriers to effective
international communications.

4. PRESENT the steps that can be taken to over-
come international communication problems.

5. DEVELOP approaches to international negotia-
tions that respond to differences in culture.

6. REVIEW different negotiating and bargaining be-
haviors that may improve negotiations and outcomes.
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The World of International
Management

Offshoring Culture
and Communication

ffshore call-center agents for a North American

airline had difficulty relating to customers stranded
at airports because of a snowstorm. The reason? These
agents had never seen snow or been to an airport. The
solution? The airline set up TVs broadcasting CNN in the
break rooms so that agents could be exposed to snow,
airports, and flight delays.

Offshoring, or the practice of a company moving cer-
tain services overseas, has highlighted cultural differ-
ences between employees around the world. Yet, if off-
shoring is managed correctly, companies can save money
and increase productivity. By offshoring, Mamas and
Papas, a U.K.-based baby stroller company, has benefited
from the decreased labor and material costs and the abil-
ity to send work to places in the world best equipped to
complete each piece of the manufacturing process. An
employee of the company, Gill Kingston-Warren, told the
Financial Times: “The U.K. is known for design and intel-
lectual property and other countries have skills we are
not known for any more. Some countries have strong tra-
ditions of craftsmanship, while others are focused on
technology.” Offshoring enables companies to capitalize
on other countries’ cultural advantages. By the same
token, however, these cultural differences can create
challenges for firms that engage in offshoring.

Cultural Challenges

According to the global management consultants A.T.
Kearney, when companies offshore certain operations,
they face four main cultural challenges: communication,
context, relationships, and working norms.

First, employees may encounter communication diffi-
culties. In the “The Offshore Cultural Clash,” A.T. Kearney
consultants wrote:

An American financial services manager e-mailed a
counterpart in India laying out a project and asking for a



work plan. Her counterpart’s reply: “l will do the need-
ful.” The meaning, clear to people in India, is “I will do
what's necessary to accomplish what we've been talking
about.” Most Westerners in Europe and North America
have probably never heard the phrase and don't under-
stand it. They prefer to convey their views directly and
clarify the details of their contracts and intentions. In
India, where e-mails are far less specific, such detail
seems not only unnecessary, but also distrustful. The
two cultures hold different expectations of what is said,
what needs to be said, and what can remain unsaid but
understood.

Understanding the communication style of different
cultures is key to managing employees in different regions
of the world. In addition, it is essential to prevent commu-
nication lapses. For instance, an American bank had off-
shore service providers that it had worked with for the
past five years, yet their relationships remained strained.
The bank eventually discovered that U.S.-based IT teams
received important updates for changing business require-
ments, but the offshore partners never received these
updates. As a result, the bank had to re-do much of its
work at significant cost. Companies can avoid this prob-
lem by having a dedicated liaison between the “home
country” and offshore employees to verify that every team
has clear information and work expectations.

Second, managers must be aware of offshore workers’
“context.” Do these workers possess a cultural context
necessary to understand the product or service? One
credit card company executive told A.T. Kearney that his
employees in India struggled to apply their accounting
knowledge to credit card payment processing because
“Consumer credit markets are not as pervasive in India as
they are in the United States, where it's hard to find any-
one who doesn’t have an intuitive understanding of credit-
card transactions. For our offshore agents, we had to
develop that foundation.”

Third, companies need to understand how offshore
agents perceive relationships. According to A.T. Kearney,
one manager noticed that offshore agents are very defer-
ential to their superiors. He said that if a manager is in
the room, offshore agents “will not answer questions or
make comments without specific invitations to do so.”

Fourth, managers must be aware of different cultural
working norms. Indeed, by fostering collaboration
between employees with cultural strengths, managers can
increase productivity. One executive told A.T. Kearney that
his company was very consensus-driven, but it lacked
discipline. He found an offshore service provider that had
a culture of discipline. Offshoring can be an opportunity
for a company to find employees with different strengths
to handle work that is best suited for them.

Tips for Managing Offshoring

The following are a few tips for managing the cultural
challenges of offshore operations.

Avoid an “us vs. them” mentality. Instead, insist on
mutual respect. Companies that have a strong hier-
archical and “clan” culture often resent their off-
shore colleagues. One manager compared this situ-
ation to a transplant patient rejecting a new organ.
To prevent this problem, A.T. Kearney recom-
mended: “All parties to the offshoring arrangement
should understand that mutual respect for cultures,
both national and corporate, is not negotiable. One
way to demonstrate mutual respect is to send a
healthy mix of rote and ‘intelligent’ activities to the
offshore location. Delegating complex activities to
the offshore team also requires a close working
relationship, which can build trust.” Also, personal
face-to-face interactions can help managers work
through cultural differences so that offshore coun-
terparts can be true partners.

Provide training to managers to meet new expecta-
tions. When companies move certain operations
offshore, managers are often expected to be able to
manage offshore employees without any additional
training. Companies need to provide training oppor-
tunities to managers to fulfill their new roles, such
as teaching them to use metrics to manage people
rather than supervising by line of sight.
Foster collaboration between “home country” and
offshore employees. Based on their study of 130
offshore operations in India, Kannan Srikanth and
Phanish Puranam found that the operations that
193
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Part 2 The Role of Culture
“paid close attention to managing coordination per- decisions of their onshore counterparts without the
formed almost four times as well as their less- need for extensive discussion.” Companies can
successful counterparts.” Furthermore, Srikanth and develop common ground in two ways. Managers
Puranam indicated that by focusing on teamwork can train employees together so they become famil-
between offshore and “home country” employees, iar with others’ work habits and adopt the same
companies could expand their offshore operations business vocabulary. Also, firms can utilize technol-
beyond merely call-centers and IT support. They ogy that allows employees to see work across loca-
noted that “if Western companies focused more on tions as it is being performed.

fostering collaboration between workers separated
by geography and culture, and less on forcing off-
shore workers to perform tasks in very specific
ways, the range of work they could source offshore
would be significantly expanded.” How do manag-
ers achieve this collaboration? Srikanth and
Puranam suggested that managers concentrate

on “building common ground—essentially, shared
knowledge—across locations, so that employees
working offshore can anticipate the actions and

Offshoring problems

Internal resistance

to change

Cross-border culture and
communications issues

80%

80%

Lack of skills offshore

Customer complaints

As A.T. Kearney consultants point out, “Cultural issues
are not insurmountable, but they must be purposely and
diligently addressed.” In A.T. Kearney’s 2007 study of
offshoring performance, A.T. Kearney found that cross-
border culture and communications issues were a
significant problem for companies engaging in offshoring.
By understanding cultural differences ahead of time,
managers increase their chances that they can make
offshoring operations a success for their companies.

Data security or theft

Other

Wrong supplier or
site selection
Political, media, or
public backlash

B Major problem

17% [l Somewhat of a problem

Wrong strategy 14%

All surveyed companies

Source: A.T. Kearney's 2007 study of offshoring performance, Execution Is
Everything: The Keys to Offshoring Success.

The opening World of International Management illustrates how cross-border communi-
cation is affected by cultural differences—both national and organizational—and how the
increased offshoring of services tasks has exacerbated those challenges. Many firms
offshore tasks in order to save costs without considering the implications for service and
managerial oversight, issues that can quickly erode the cost benefits. The stark differ-
ences in culture, some emanating from basic variation in political, geographic, and even
climatic realities (as in the example of the call-center staff who had never seen snow or
been in an airport) can frustrate the coordination of global operations. Yet, there are some
simple approaches that can alleviate some of these challenges and begin to bridge cultural
divides. These center around anticipating, or at least responding quickly to, cultural gaps,
and also creating an environment of continuous information exchange and communication.
They also depend on deeper understanding of cultural differences and willingness to
adapt and adust to those differences when appropriate.
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In this chapter, we explore communication and negotiation styles across cultures,
emphasizing the importance of understanding different approaches to the development
of effective international communication and negotiation strategies.

B The Overall Communication Process

Communication is the process of transferring meanings from sender to receiver. On the
surface, this appears to be a fairly straightforward process. On analysis, however, there
are a great many problems in the international arena that can result in the failure to
transfer meanings correctly.

In addition, as suggested in the opening World of International Management, the
means and modes of communication have changed dramatically in recent decades. For
example, the advent of the telephone, then Internet, and most recently personal com-
munication devices (“smart phones”) has influenced how, when, and why people com-
municate. These trends have both benefits and disadvantages. On the plus side, we have
many more opportunities to communicate rapidly, without delays or filters, and often can
incorporate rich content, such as photos, videos, and links to other information, in our
exchanges. On the other hand, some are concerned that these devices are rendering our
communication less meaningful and personal. In a recent book, Nicholas Carr argues
that when we go online, “we enter an environment that promotes cursory reading, hurried
and distracted thinking, and superficial learning.” Mr. Carr calls the Web “a technology
of forgetfulness.” Web pages draw us into a myriad of embedded links while we are
assaulted by other messages via e-mail, RSS, and Twitter and Facebook accounts. He
suggests that greater access to knowledge is not the same as greater knowledge and that
an ever-increasing plethora of facts and data is not the same as wisdom.'

Despite these concerns, communication—verbal and otherwise—remains an impor-
tant dimension of international management. In this chapter, we survey different com-
munication styles, how communication is processed and interpreted, and how culture and
language influence communication (and miscommunication).

Verbal Communication Styles

One way of examining the ways in which individuals convey information is by looking at
their communication styles. In particular, as has been noted by Hall, context plays a key
role in explaining many communication differences.” Context is information that surrounds
a communication and helps convey the message. In high-context societies, such as Japan
and many Arab countries, messages are often highly coded and implicit. As a result, the
receiver’s job is to interpret what the message means by correctly filtering through what
is being said and the way in which the message is being conveyed. This approach is in
sharp contrast to low-context societies such as the United States and Canada, where the
message is explicit and the speaker says precisely what he or she means. These contextual
factors must be considered when marketing messages are being developed in disparate
societies. For example, promotions in Japan should be subtle and convey a sense of com-
munity (high context). Similar segments in the United States, a low-context environment,
should be responsive to expectations for more explicit messages. Figure 7-1 provides
an international comparison of high-context/implicit and low-context/explicit societies. In
addition, Table 7—1 presents some of the major characteristics of communication styles.

Indirect and Direct Styles In high-context cultures, messages are implicit and indirect.
One reason is that those who are communicating—family, friends, co-workers, clients—
tend to have both close personal relationships and large information networks. As a result,
each knows a lot about others in the communication network; they do not have to rely on
language alone to communicate. Voice intonation, timing, and facial expressions can all
play roles in conveying information.
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Figure 7-1

Explicit-Implicit
Communication: An
International
Comparison

Part 2 The Role of Culture

High-context/implicit Japanese
communication
cultures Arabs

Latin Americans
Italians
English
French
North Americans
Scandinavians

Germans Low-context/explicit

communication

Swiss Germans cultures

Source: Adapted from Martin Rosch, “Communications: Focal Point of Culture,” Management
International Review 27, no. 4 (1987), p. 60. Used with permission.

In low-context cultures, people often meet only to accomplish objectives. Since they
do not know each other very well, they tend to be direct and focused in their communications.

One way of comparing these two kinds of culture—high context and low context—
is by finding out what types of questions are typically asked when someone is contacted
and told to attend a meeting. In a high-context culture it is common for the person to
ask, “Who will be at this meeting?” so he or she knows how to prepare for appropriate
personal interactions. In contrast, in a low-context culture the individual is likely to ask,
“What is the meeting going to be about?” so he or she knows how to properly organize
for the engagement. In the high-context society, the person focuses on the environment

Table 7-1
Major Characteristics of Verbal Styles

Cultures in Which

Verbal Style

Interaction Focus
and Content

Major
Variation

Characteristic
Is Found

Succinct vs.
elaborate

Contextual vs.
personal

Affective vs.
instrumental

Indirect vs. direct

Indirect Implicit messages
Direct Explicit messages
Elaborate High quantity of talk
Exacting Moderate amount
of talk
Succinct Low amount of talk
Contextual Focus on the
speaker and role
relationships
Personal Focus on the
speaker and personal
relationships
Affective Process-oriented
and receiver-focused
language
Instrumental Goal-oriented and
sender-focused

language

Collective, high context
Individualistic, low
context

Moderate uncertainty
avoidance, high context
Low uncertainty
avoidance, low context
High uncertainty
avoidance, high context
High power distance,
collective, high context

Low power distance,
individualistic, low
context

Collective, high context

Individualistic, low
context
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in which the meeting will take place. In the low-context society, the individual is most
interested in the objectives that are to be accomplished at the meeting.

Elaborate to Succinct Styles There are three degrees of communication quantity—
elaborate, exacting, and succinct. In high-context societies, the elaborate style is often very
common. There is a great deal of talking, description includes much detail, and people of-
ten repeat themselves. This elaborate style is widely used in Arabic countries.

The exacting style is more common in nations such as England, Germany, and
Sweden, to name three. This style focuses on precision and the use of the right amount
of words to convey the message. If a person uses too many words, this is considered
exaggeration; if the individual relies on too few, the result is an ambiguous message.

The succinct style is most common in Asia, where people tend to say few words
and allow understatements, pauses, and silence to convey meaning. In particular, in unfa-
miliar situations, communicators are succinct in order to avoid risking a loss of face.

Researchers have found that the elaborating style is more popular in high-context
cultures that have a moderate degree of uncertainty avoidance. The exacting style is more
common in low-context, low-uncertainty-avoidance cultures. The succinct style is more
common in high-context cultures with considerable uncertainty avoidance.

Contextual and Personal Styles A contextual style is one that focuses on the speaker
and relationship of the parties. For example, in Asian cultures people use words that reflect
the role and hierarchical relationship of those in the conversation. As a result, in an organi-
zational setting, speakers will choose words that indicate their status relative to the status
of the others. Commenting on this idea, Yoshimura and Anderson have noted that white-
collar, middle-management employees in Japan, commonly known as salarymen, quickly
learn how to communicate with others in the organization by understanding the context
and reference group of the other party:

A salaryman can hardly say a word to another person without implicitly defining the refer-
ence groups to which he thinks both of them belong. . . . [This is because] failing to use
proper language is socially embarrassing, and the correct form of Japanese to use with
someone else depends not only on the relationship between the two people, but also on the
relationship between their reference groups. Juniors defer to seniors in Japan, but even this
relationship is complicated when the junior person works for a much more prestigious
organization (for example, a government bureau) than the senior. [As a result, it is] likely
that both will use the polite form to avoid social embarrassment.?

A personal style focuses on the speaker and the reduction of barriers between the
parties. In the United States, for example, it is common to use first names and to address
others informally and directly on an equal basis.

Researchers have found that the contextual style is often associated with high-
power-distance, collective, high-context cultures. Examples include Japan, India, and
Ghana. In contrast, the personal style is more popular in low-power-distance, individu-
alistic, low-context cultures. Examples include the United States, Australia, and Canada.

Affective and Instrumental Styles The affective style is characterized by language
that requires the listener to carefully note what is being said and to observe how the
sender is presenting the message. Quite often the meaning that is being conveyed is non-
verbal and requires the receiver to use his or her intuitive skills in deciphering what is
being said. The part of the message that is being left out may be just as important as the
part that is being included. In contrast, the instrumental style is goal-oriented and focuses
on the sender. The individual clearly lets the other party know what he or she wants the
other party to know.

The affective style is common in collective, high-context cultures such as the Mid-
dle East, Latin America, and Asia. The instrumental style is more commonly found in
individualistic, low-context cultures such as Switzerland, Denmark, and the United States.
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Table 7-2
Verbal Styles Used in 10 Select Countries

Indirect Elaborate Contextual Affective
Vs. VvS. Vvs. VS.
Country Direct Succinct Personal Instrumental
Australia Direct Exacting Personal Instrumental
Canada Direct Exacting Personal Instrumental
Denmark Direct Exacting Personal Instrumental
Egypt Indirect Elaborate Contextual Affective
England Direct Exacting Personal Instrumental
Japan Indirect Succinct Contextual Affective
Korea Indirect Succinct Contextual Affective
Saudi Arabia Indirect Elaborate Contextual Affective
Sweden Direct Exacting Personal Instrumental
United States Direct Exacting Personal Instrumental
Source: Anne Marie Francesco and Barry Allen Gold, International Organizational
Behavior: Text, Readings, Cases, and Skills, 1st Edition © 1998. Electronically reproduced
by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.

Table 7-2 provides a brief description of the four verbal styles that are used in
select countries. A close look at the table helps explain why managers in Japan can have
great difficulty communicating with their counterparts in the United States and vice
versa: The verbal styles do not match in any context.

Interpretation of Communications

The effectiveness of communication in the international context often is determined by
how closely the sender and receiver have the same meaning for the same message.* If
this meaning is different, effective communication will not occur. A good example is the
U.S. firm that wanted to increase worker output among its Japanese personnel. This firm
put an individual incentive plan into effect, whereby workers would be given extra pay
based on their work output. The plan, which had worked well in the United States, was
a total flop. The Japanese were accustomed to working in groups and to being rewarded
as a group. In another case, a U.S. firm offered a bonus to anyone who would provide
suggestions that resulted in increased productivity. The Japanese workers rejected this
idea, because they felt that no one working alone is responsible for increased productiv-
ity. It is always a group effort. When the company changed the system and began reward-
ing group productivity, it was successful in gaining support for the program.

A related case occurs when both parties agree on the content of the message but
one party believes it is necessary to persuade the other to accept the message. Here is
an example:

Motorola University recently prepared carefully for a presentation in China. After consider-
able thought, the presenters entitled it “Relationships do not retire.” The gist of the presen-
tation was that Motorola had come to China in order to stay and help the economy to
create wealth. Relationships with Chinese suppliers, subcontractors and employees would
constitute a permanent commitment to building Chinese economic infrastructure and earning
hard currency through exports. The Chinese audience listened politely to this presentation
but was quiet when invited to ask questions. Finally one manager put up his hand and said:
“Can you tell us about pay for performance?

Quite obviously, the Motorola presenter believed that it was necessary to convince
the audience that the company was in China for the long run. Those in attendance,
however, had already accepted this idea and wanted to move on to other issues.
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Still another example has been provided by Adler, who has pointed out that people
doing business in a foreign culture often misinterpret the meaning of messages. As a
result, they arrive at erroneous conclusions as in the following story of a Canadian doing
business in the Middle East. The Canadian was surprised when his meeting with a high-
ranking official was not held in a closed office and was constantly interrupted:

Using the Canadian-based cultural assumptions that (a) important people have large private
offices with secretaries to monitor the flow of people into the office, and (b) important
business takes precedence over less important business and is therefore not interrupted, the
Canadian interprets the . . . open office and constant interruptions to mean that the official
is neither as high ranking nor as interested in conducting the business at hand as he had
previously thought.®

B Communication Flows

Communication flows in international organizations move both down and up. However,
as Figure 7-2 humorously, but in many ways accurately, portrays, there are some unique
differences in organizations around the world.

Downward Communication

Downward communication is the transmission of information from manager to subor-
dinate. The primary purpose of the manager-initiated communication flow is to convey
orders and information. Managers use this channel to let their people know what is to
be done and how well they are doing. The channel facilitates the flow of information to
those who need it for operational purposes.

Communicating with subordinates can be both challenging and difficult, especially
if the manager delivering the news does not believe in the decision. Some suggest that
managers should consider pushing back with superiors to gauge whether there is some
flexibility. If you haven’t fully bought into it, “your employees will be able to tell in the
tone of your voice or your body language that you do not believe in what you are doing,”
says Ray Skiba, director of human resources at Streck, a manufacturer of clinical labora-
tory products in Omaha, Nebraska. Whether or not this is successful, sending a mixed
signal is never helpful.

“Once you’ve done your internal work, prepare yourself to deliver the message. If there was
team involvement in the decision, ask one of the team members to listen to how you plan
to address your employees. The more prepared you are, the better the outcome,” says Mr.
Skiba. Next, consider your communication strategy. “Explain why the decision is important
to the business, how the decision was made, and why it is important that the plan be exe-
cuted,” says Kimberly Bishop, founder of a career management and leadership services
consulting firm in New York. Give your employees ample time to digest the message. Since
it took you some time to accept the information, realize that your employees will need time
as well. “When the message has been delivered, be available to answer questions, be visible
and approachable to help individuals get to the point of acceptance,” says Mr. Skiba.”

In the international context, downward communication poses special challenges. For
example, in Asian countries, as noted earlier, downward communication is less direct than
in the United States. Orders tend to be implicit in nature. Conversely, in some European
countries, downward communication is not only direct but extends beyond business mat-
ters. For example, one early study surveyed 299 U.S. and French managers regarding the
nature of downward communication and the managerial authority they perceived them-
selves as having. This study found that U.S. managers basically used downward com-
munication for work-related matters. A follow-up study investigated matters that U.S. and
French managers felt were within the purview of their authority.® The major differences
involved work-related and nonwork-related activities: U.S. managers felt that it was within
their authority to communicate or attempt to influence their people’s social behavior only
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There are a number of different "organization charts" that have been constructed to depict
international organizations. An epigram is a poem or line of verse that is witty or satirical in
nature. The following organization designs are epigrams that show how communication
occurs in different countries. In examining them, remember that each contains considerable
exaggeration and humor, but also some degree of truth.

In America, everyone thinks he or she has a communication pipeline directly to the top.

America

its it

There are so many people in China that organizations are monolithic structures characterized
by copious levels of bureaucracy. All information flows through channels.

China

At the United Nations everyone is arranged in a circle so that no one is more powerful than
anyone else.Those directly in front or behind are philosophically aligned, and those nearby

form part of an international bloc.

United Nations

In France some people in the hierarchy are not linked to anyone, indicating how haphazard
the structure can be.

France

Source: Adapted from Simcha Ronen, Comparative and Multinational Management (New York:
Wiley, 1986), pp. 318-319.The epigrams in turn were derived from a variety of sources,
including Robert M. Worchester of the U.K.-based Market and Opinion Research International
(MORI), Ole Jacob Raad of Norway’s PM Systems, and anonymous managers.
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if it occurred on the job or it directly affected their work. For example, U.S. managers
felt that it was proper to look into matters such as how much an individual drinks at lunch,
whether the person uses profanity in the workplace, and how active the individual is in
recruiting others to join the company. The French managers were not as supportive of
these activities. The researcher concluded that “the Americans find it as difficult [as] or
more difficult than the French to accept the legitimacy of managerial authority in areas
unrelated to work.”

Harris and Moran have noted that when communicating downward with nonnative
speakers, it is extremely important to use language that is easy to understand and allows
the other person to ask questions. Here are 10 suggestions that apply not only for down-
ward but for all types of communication with nonnative speakers:

1. Use the most common words with their most common meanings.
2. Select words that have few alternative meanings.

3. Strictly follow the basic rules of grammar—more so than would be the
case with native speakers.

4. Speak with clear breaks between the words so that it is easier for the person
to follow.

5. Avoid using words that are esoteric or culturally biased such as “he struck
out” or “the whole idea is Mickey Mouse” because these clichés often have
no meaning for the listener.

6. Avoid the use of slang.

7. Do not use words or expressions that require the other person to create a
mental image such as “we were knee deep in the Big Muddy.”

8. Mimic the cultural flavor of the nonnative speaker’s language, for example,
by using more flowery communication with Spanish-speaking listeners than
with Germans.

9. Continually paraphrase and repeat the basic ideas.

10. At the end, test how well the other person understands by asking the indi-
vidual to paraphrase what has been said.'’

Upward Communication

Upward communication is the transfer of information from subordinate to superior. The
primary purpose of this subordinate-initiated upward communication is to provide feed-
back, ask questions, or obtain assistance from higher-level management. In recent years,
there has been a call for and a concerted effort to promote more upward communication
in the United States. In other countries, such as in Japan, Hong Kong, and Singapore,
upward communication has long been a fact of life. Managers in these countries have
extensively used suggestion systems and quality circles to get employee input and always
are available to listen to their people’s concerns.

Here are some observations from the approach the Japanese firm Matsushita uses
in dealing with employee suggestions:

Matsushita views employee recommendations as instrumental to making improvements on the
shop floor and in the marketplace. [It believes] that a great many little people, paying attention
each day to how to improve their jobs, can accomplish more than a whole headquarters full
of production engineers and planners. Praise and positive reinforcement are an important part
of the Matsushita philosophy. . . . Approximately 90 percent of . . . suggestions receive rewards;
most only a few dollars per month, but the message is reinforced constantly: “Think about
your job; develop yourself and help us improve the company.” The best suggestions receive
company-wide recognition and can earn substantial monetary rewards. Each year, many special
awards are also given, including presidential prizes and various divisional honors.!!

Matsushita has used the same approach wherever it has established plants world-
wide, and the strategy has proved very successful. The company has all its employees
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Table 7-3
Matsushita’s Philosophy

Basic Business Principles

To recognize our responsibilities as industrialists, to foster progress, to promote the
general welfare of society, and to devote ourselves to the further development of
world culture.

Employees Creed

Progress and development can be realized only through the combined efforts and coop-
eration of each member of the company. Each of us, therefore, shall keep this idea con-
stantly in mind as we devote ourselves to the continuous improvement of our company.

The Seven Spiritual Values

1. National service through industry
Fairness
Harmony and cooperation
Struggle for betterment
Courtesy and humility
Adjustment and assimilation
Gratitude

No o s wN

begin the day by reciting its basic principles, beliefs, and values, which are summarized
in Table 7-3, to reinforce in all employees the reason for the company’s existence and
to provide a form of spiritual fabric to energize and sustain them. All employees see
themselves as important members of a successful team, and they are willing to do what-
ever is necessary to ensure the success of the group.

Outside these Asian countries, upward communication is not as popular. For example,
in South America, many managers believe that employees should follow orders and not ask
a lot of questions. German managers also make much less use of this form of communica-
tion. In most cases, however, evidence shows that employees prefer to have downward
communication at least supplemented by upward channels. Unfortunately, such upward com-
munication does not always occur because of a number of communication barriers.

B Communication Barriers

A number of common communication barriers are relevant to international management. The
more important barriers involve language, perception, culture, and nonverbal communication.

Language Barriers

Knowledge of the home country’s language (the language used at the headquarters of the
MNC) is important for personnel placed in a foreign assignment. If managers do not
understand the language that is used at headquarters, they likely will make a wide assort-
ment of errors. Additionally, many MINCs now prescribe English as the common language
for internal communication, so that managers can more easily convey information to their
counterparts in other geographically dispersed locales.'? Despite such progress, however,
language training continues to lag in many areas, although in an increasing number of
European countries, more and more young people are becoming multilingual.'* Table 7—4
shows the percentage of European students who are studying English, French, or German.

Language education is a good beginning, but it is also important to realize that the
ability to speak the language used at MNC headquarters is often not enough to ensure
that the personnel are capable of doing the work. Stout recently noted that many MNCs
worldwide place a great deal of attention on the applicant’s ability to speak English
without considering if the person has other necessary skills, such as the ability to inter-
act well with others and the technical knowledge demanded by the job.'* Additionally,
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Table 7-4

Multilingualism in the EU Classroom

Percentage of Pupils in General Second-

ary Education Learning English, French,

or German as a Foreign Language, 2004

English French German
Finland 99 13 26
Germany 94 23 -
Denmark 99 15 85
Spain 97 37 2
France 97 - 18
Belgium 70 52 15
Greece 97 39 20
Italy 88 31 b
Romania 92 86 1
Britain - 34 14
Ireland - 68 21
Poland 80 6 46
Source: Eurostat (2007).

in interviewing people for jobs, he has noted that many interviewers fail to take into
account the applicant’s culture. As a result, interviewers misinterpret behaviors such as
quietness or shyness and use them to conclude that the applicant is not sufficiently con-
fident or self-assured. Still another problem is that nonnative speakers may know the
language but not be fully fluent, so they end up asking questions or making statements
that convey the wrong message. After studying Japanese for only one year, Stout began
interviewing candidates in their local language and made a number of mistakes. In one
case, he reports, “a young woman admitted to having an adulterous affair—even though
this was not even close to the topic I was inquiring about—because of my unskilled use
of the language.”"

Written communication has been getting increased attention, because poor writing
is proving to be a greater barrier than poor talking. For example, Hildebrandt has found
that among U.S. subsidiaries studied in Germany, language was a major problem when
subsidiaries were sending written communications to the home office. The process often
involved elaborate procedures associated with translating and reworking the report. Typ-
ical steps included (1) holding a staff conference to determine what was to be included
in the written message; (2) writing the initial draft in German; (3) rewriting the draft in
German; (4) translating the material into English; (5) consulting with bilingual staff
members regarding the translation; and (6) rewriting the English draft a series of addi-
tional times until the paper was judged to be acceptable for transmission. The German
managers admitted that they felt uncomfortable with writing, because their command of
written English was poor. As Hildebrandt noted:

All German managers commanding oral English stated that their grammatical competence
was not sufficiently honed to produce a written English report of top quality. Even when
professional translators from outside the company rewrote the German into English, German
middle managers were unable to verify whether the report captured the substantive intent
or included editorial alterations.'®

Problems associated with the translation of information from one language to another
have been made even clearer by Schermerhorn, who conducted research among 153 Hong
Kong Chinese bilinguals who were enrolled in an undergraduate management course at
a major Hong Kong university. The students were given two scenarios, written in either
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English or Chinese. One scenario involved a manager who was providing some form of
personal support or praise for a subordinate. The research used the following procedures:

[A] careful translation and back-translation method was followed to create the Chinese
language versions of the research instruments. Two bilingual Hong Kong Chinese, both
highly fluent in English and having expertise in the field of management, shared roles in
the process. Each first translated one scenario and the evaluation questions into Chinese.
Next they translated each other’s Chinese versions back into English, and discussed and
resolved translation differences in group consultation with the author. Finally, a Hong Kong
professor read and interpreted the translations correctly as a final check of equivalency.!”

The participants were asked to answer eight evaluation questions about these sce-
narios. A significant difference between the two sets of responses was found. Those who
were queried in Chinese gave different answers from those who were queried in English.
This led Schermerhorn to conclude that language plays a key role in conveying informa-
tion between cultures and that in cross-cultural management research, bilingual indi-
viduals should not be queried in their second language.

Cultural Barriers in Language Geographic distance poses challenges for international
managers, but so do cultural and institutional distance. Previous research has conceptualized
and measured cross-national differences primarily in terms of dyadic cultural distance; that
is, comparing the “distance” of one culture to another. Some, however, have suggested that
distance is a multidimensional construct which includes economic, financial, political, ad-
ministrative, cultural, demographic, knowledge, and global connectedness as well as geo-
graphic distance and cannot be summarized in one “score.”'® Nowhere does such cultural
distance show up more vividly than in challenges to accurate communications.

As one dimension of such distance, cultural barriers have significant ramifica-
tions for international communications. For example, research by Sims and Guice com-
pared 214 letters of inquiry written by native and nonnative speakers of English to test
the assumption that cultural factors affect business communication. Among other things,
the researchers found that nonnative speakers used exaggerated politeness, provided
unnecessary professional and personal information, and made inappropriate requests
of the other party. Commenting on the results and implications of their study, the
researchers noted that their investigation indicated that the deviations from standard
U.S. business communication practices were not specific to one or more nationalities.
The deviations did not occur among specific nationalities but were spread throughout
the sample of nonnative letters used for the study. Therefore, we can speculate that
U.S. native speakers of English might have similar difficulties in international settings.
In other words, a significant number of native speakers in the U.S. might deviate from
the standard business communication practices of other cultures. Therefore, these native
speakers need specific training in the business communication practices of the major
cultures of the world so they can communicate successfully and acceptably with readers
in those cultures."

Research by Scott and Green has extended these findings, showing that even in
English-speaking countries, there are different approaches to writing letters. In the United
States, for example, it is common practice when constructing a bad-news letter to start
out “with a pleasant, relevant, neutral, and transitional buffer statement; give the reasons
for the unfavorable news before presenting the bad news; present the refusal in a positive
manner; imply the bad news whenever possible; explain how the refusal is in the reader’s
best interest; and suggest positive alternatives that build goodwill.”®® In Great Britain,
however, it is common to start out by referring to the situation, discussing the reasons
for the bad news, conveying the bad news (often quite bluntly), and concluding with an
apology or statement of regret (something that is frowned on by business-letter experts
in the United States) designed to keep the reader’s goodwill. Here is an example:

Lord Hanson has asked me to reply to your letter and questionnaire of February 12 which
we received today.
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As you may imagine, we receive numerous requests to complete questionnaires or to
participate in a survey, and this poses problems for us. You will appreciate that the time it
would take to complete these requests would represent a full-time job, so we decided some
while ago to decline such requests unless there was some obvious benefit to Hanson PLC
and our stockholders. As I am sure you will understand, our prime responsibility is to look
after our stockholders’ interests.

I apologize that this will not have been the response that you were hoping for, but I wish
you success with your research study.”!

U.S. MNC managers would seldom, if ever, send that type of letter; it would be
viewed as blunt and tactless. However, the indirect approach that Americans use would
be viewed by their British counterparts as overly indirect and obviously insincere.

On the other hand, when compared to Asians, many American writers are far more
blunt and direct. For example, Park, Dillon, and Mitchell reported that there are pro-
nounced differences between the ways in which Americans and Asians write business
letters of complaint. They compared the approach used by American managers for whom
English is a first language, who wrote international business letters of complaint, with
the approach of Korean managers for whom English is a second language, who wrote
the same types of letters. They found that American writers used a direct organizational
pattern and tended to state the main idea or problem first before sharing explanatory
details that clearly related to the stated problem. In contrast, the standard Korean pattern
was indirect and tended to delay the reader’s discovery of the main point. This led the
researchers to conclude that the U.S.-generated letter might be regarded as rude by Asian
readers, while American readers might regard the letter from the Korean writer as vague,
emotional, and accusatory.”

Perceptual Barriers

Perception is a person’s view of reality. How people see reality can vary and will
influence their judgment and decision making.”> Examples abound, of course, of how
perceptions play an important role in international management. Japanese stockbrokers
who perceived that the chances of improving their career would be better with U.S.
firms have changed jobs. Hong Kong hoteliers bought U.S. properties because they
had the perception that if they could offer the same top-quality hotel service as back
home, they could dominate the U.S. markets. Unfortunately, misperceptions can become
a barrier to effective communication and thus decision making. For example, when the
Clinton administration decided to allow Taiwan President Lee Tenghui to visit the United
States, the Chinese (PRC) government perceived this as a threatening gesture and took
actions of its own. Besides conducting dangerous war games very near Taiwan’s border
as a warning to Taiwan not to become too bold in its quest for recognition as a sov-
ereign nation, the PRC also snubbed U.S. car manufacturers and gave a much-coveted
$1 billion contract to Mercedes-Benz of Germany.>* In international incidents such
as this perception is critical, and misperceptions may get out of hand. The following
sections provide examples of perceptual barriers and their results in the international
business arena.

Advertising Messages One way that perception can prove to be a problem in interna-
tional management communication is the very basic misunderstandings caused when one
side uses words or symbols that simply are misinterpreted by others. Many firms have
found to their dismay that a failure to understand home-country perceptions can result in
disastrous advertising programs, for instance. Here are two examples:

Ford . . . introduced a low cost truck, the “Fiera,” into some Spanish-speaking countries.
Unfortunately, the name meant “ugly old woman” in Spanish. Needless to say, this name
did not encourage sales. Ford also experienced slow sales when it introduced a top-of-the-
line automobile, the “Comet,” in Mexico under the name “Caliente.” The puzzling low sales
were finally understood when Ford discovered that “caliente” is slang for a street walker.”
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One laundry detergent company certainly wishes now that it had contacted a few locals
before it initiated its promotional campaign in the Middle East. All of the company’s adver-
tisements pictured soiled clothes on the left, its box of soap in the middle, and clean clothes
on the right. But, because in that area of the world people tend to read from the right to
the left, many potential customers interpreted the message to indicate the soap actually soiled
the clothes.?

There have been countless other such advertising blunders. Some speak to the
political context, such as when Mercedes-Benz introduced its Grand Sports Tourer, or
Mercedes GST, in Canada. Canadians were not very impressed, since they used the let-
ters GST to refer to Canadian socialism. Other times, the advertising is simply offensive.
Bacardi, for example, advertised the fruity drink ‘“Pavian” in Germany, believing that it
was tres chic. “Pavian” to the German population, however, meant “baboon.” Needless
to say, sales did not exceed expectations. The food and beverage industry may have
experienced the worst string of bloopers. The Coors slogan “Turn It Loose” dismayed
the Spanish who thought it would cause intestinal problems. In Taiwan, Pepsi’s “Come
alive with Pepsi” frightened consumers, since it literally meant “Pepsi will bring your
ancestors back from the grave.” Finally, even though Kentucky Fried Chicken is perform-
ing better in the Chinese market than in America, its catchphrase “Finger-licking good”
was originally translated as “Eat your fingers off.”*’

Managers must be very careful when they translate messages. As mentioned,
some common phrases in one country will not mean the same thing in others. Evidently
from the many examples, errors in translation occur frequently, but MNCs can still
come out on top with care and persistence, always remembering that perception may
create new reality.

View of Others Perception influences how individuals “see” others. A good example
is provided by the perception of foreigners who reside in the United States by Americans
and the perception of Americans by the rest of the world. Most Americans see them-
selves as extremely friendly, outgoing, and kind, and they believe that others also see
them in this way. At the same time, many are not aware of the negative impressions they
give to others. This has become especially salient in light of Americans’ reaction to Sep-
tember 11, 2001, and their conduct of the Iraq War, which have at times shaken the world
view of the United States. It becomes a trying exercise to sort through truth and error in
such circumstances.

An example in the business world where perception is all important and misperception
may abound is the way in which people act, or should act, when initially meeting others.
The nearby International Management in Action feature, “Doing It Right the First Time,”
provides some insight regarding how to conduct oneself when doing business in Japan.

Perceptions of others obviously may play a major role in the context of interna-
tional management in the effects of the ways that international managers perceive their
subordinates and their peers. For example, a study examined the perceptions that German
and U.S. managers had of the qualifications of their peers (those on the same level and
status), managers, and subordinates in Europe and Latin America.”® The findings showed
that both the German and the U.S. respondents perceived their subordinates to be less
qualified than their peers. However, although the Germans perceived their managers to
have more managerial ability than their peers, the Americans felt that their South Amer-
ican peers in many instances had qualifications equal to or better than the qualifications
of their own managers. Quite obviously, these perceptions will affect how German and
U.S. expatriates communicate with their South American and other peers and subordi-
nates, as well as how the expatriates communicate with their bosses.

Another study found that Western managers have more favorable attitudes toward
women as managers than do Asian or Saudi managers.” Japanese managers, according to
one survey, also still regard women as superfluous to the effective running of their orga-
nizations and generally continue to not treat women as equals.*® Such perceptions obviously
affect the way these managers interact and communicate with their female counterparts.



Like other countries of the world, Japan has its own
business customs and culture. And when someone fails
to adhere to tradition, the individual runs the risk of
being perceived as ineffective or uncaring. The follow-
ing addresses three areas that are important in being
correctly perceived by one’s Japanese counterparts.

Business Cards

The exchange of business cards is an integral part of
Japanese business etiquette, and Japanese business-
people exchange these cards when meeting someone
for the first time. Additionally, those who are most likely
to interface with non-Japanese are supplied with busi-
ness cards printed in Japanese on one side and a
foreign language, usually English, on the reverse side.
This is aimed at enhancing recognition and pronuncia-
tion of Japanese names, which are often unfamiliar to
foreign businesspeople. Conversely, it is advisable for
foreign businesspeople to carry and exchange with
their Japanese counterparts a similar type of card
printed in Japanese and in their native language. These
cards can often be obtained through business centers
in major hotels.

When receiving a card, it is considered common
courtesy to offer one in return. In fact, not returning a
card might convey the impression that the manager is
not committed to a meaningful business relationship in
the future.

Business cards should be presented and received
with both hands. When presenting one’s card, the pre-
senter's name should be facing the person who is
receiving the card so the receiver can easily read it.
When receiving a business card, it should be handled
with care, and if the receiver is sitting at a conference
or other type of table, the card should be placed in
front of the individual for the duration of the meeting.

It is considered rude to put a prospective business
partner's card in one's pocket before sitting down to
discuss business matters.

Bowing

Although the handshake is increasingly common in
Japan, bowing remains the most prevalent formal
method of greeting, saying goodbye, expressing grat-
itude, or apologizing to another person. When meeting
foreign businesspeople, however, Japanese will often
use the handshake or a combination of both a hand-
shake and a bow, even though there are different
forms and styles of bowing, depending on the relation-
ship of the parties involved. Foreign businesspeople
are not expected to be familiar with these intricacies,
and therefore a deep nod of the head or a slight bow
will suffice in most cases. Many foreign businesspeo-
ple are unsure whether to use a handshake or to bow.
In these situations, it is best to wait and see if one’s
Japanese counterpart offers a hand or prefers to bow
and then to follow suit.

Attire

Most Japanese businessmen dress in conservative
dark or navy blue suits, although slight variations in
style and color have come to be accepted in recent
years. As a general rule, what is acceptable business
attire in virtually any industrialized country is usually
regarded as good business attire in Japan as well.
Although there is no need to conform precisely to the
style of dress of the Japanese, good judgment should
be exercised when selecting attire for a business
meeting. If unsure about what constitutes appropriate
attire for a particular situation, it is best to err on the
conservative side.

The Impact of Culture

Besides language and perception, another major barrier to communication is culture, a
topic that was given detailed attention in Chapter 4. Culture can affect communication
in a number of ways, and one way is through the impact of cultural values.

Cultural Values One expert on Middle Eastern countries notes that people there do not
relate to and communicate with each other in a loose, general way as do those in the United
States. Relationships are more intense and binding in the Middle East, and a wide variety
of work-related values influence what people in the Middle East will and will not do.

In North American society, the generally professed prevalent pattern is one of
nonclass-consciousness, as far as work is concerned. Students, for example, make extra
pocket money by taking all sorts of part-time jobs—manual and otherwise—regardless
of the socioeconomic stratum to which the individual belongs. The attitude is uninhibited.
In the Middle East, the overruling obsession is how the money is made and via what
kind of job.*!
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Table 7-5

U.S. Proverbs Representing Cultural Values

Proverb Cultural Value

A penny saved is a penny earned. Thriftiness

Time is money. Time thriftiness

Don’t cry over spilt milk. Practicality

Waste not, want not. Frugality

Early to bed, early to rise, makes one healthy, Diligence; work ethic
wealthy, and wise.

A stitch in time saves nine. Timeliness of action
If at first you don’t succeed, try, try again. Persistence; work ethic
Take care of today, and tomorrow will take care of itself. Preparation for future

Source: Adapted from Nancy J. Adler (with Allison Gunderson), International Dimensions
of Organizational Behavior, 5th ed. (Mason, OH: South-Western, 2008), p. 84.

These types of values indirectly, and in many cases directly, affect communication
between people from different cultures. For example, one would communicate differently
with a “rich college student” from the United States than with one from Saudi Arabia.
Similarly, when negotiating with managers from other cultures, knowing the way to
handle the deal requires an understanding of cultural values.*

Another cultural value is the way that people use time. In the United States, peo-
ple believe that time is an asset and is not to be wasted. This is an idea that has limited
meaning in some other cultures. Various values are reinforced and reflected in proverbs
that Americans are taught from an early age. These proverbs help to guide people’s
behavior. Table 7-5 lists some examples.

Misinterpretation Cultural differences can cause misinterpretations both in how others
see expatriate managers and in how the latter see themselves. For example, U.S. managers
doing business in Austria often misinterpret the fact that local businesspeople always ad-
dress them in formal terms. They may view this as meaning that they are not friends or are
not liked, but in fact, this formal behavior is the way that Austrians always conduct business.
The informal, first-name approach used in the United States is not the style of the Austrians.

Culture even affects day-to-day activities of corporate communications.*® For exam-
ple, when sending messages to international clients, American managers have to keep in
mind that there are many things that are uniquely American and overseas managers may
not be aware of them. As an example, daylight savings time is known to all Americans,
but many Asian managers have no idea what the term means. Similarly, it is common
for American managers to address memos to their “international office” without realizing
that the managers who work in this office regard the American location as the “international”
one! Other suggestions that can be of value to American managers who are engaged in
international communications include:

® Be careful not to use generalized statements about benefits, compensation,
pay cycles, holidays, or policies in your worldwide communications. Work
hours, vacation accrual, general business practices, and human resource
issues vary widely from country to country.

® Since most of the world uses the metric system, be sure to include converted
weights and measures in all internal and external communications.

@ Keep in mind that even in English-speaking countries, words may have dif-
ferent meanings. Not everyone knows what is meant by “counterclockwise,”
or “quite good.”
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® Remember that letterhead and paper sizes differ worldwide. The 8!/2 X 11
inch page is a U.S. standard, but most countries use an A4 (8!/2 X 111/2
inch) size for their letterhead, with envelopes to match.

® Dollars are not unique to the United States. There are Australian, Bermudian,
Canadian, Hong Kong, Taiwanese, and New Zealand dollars, among others.
So when referring to American dollars, it is important to use “US$.”

Many Americans also have difficulty interpreting the effect of national values on
work behavior. For example, why do French and German workers drink alcoholic bever-
ages at lunchtime? Why are many European workers unwilling to work the night shift?
Why do overseas affiliates contribute to the support of the employees’ work council or
donate money to the support of kindergarten teachers in local schools? These types of
actions are viewed by some people as wasteful, but those who know the culture of these
countries realize that such actions promote the long-run good of the company. It is the
outsider who is misinterpreting why these culturally specific actions are happening, and
such misperceptions can become a barrier to effective communication.

Nonverbal Communication

Another major source of communication and perception problems is nonverbal com-
munication, which is the transfer of meaning through means such as body language and
use of physical space. Table 7-6 summarizes a number of dimensions of nonverbal com-
munication. The general categories that are especially important to communication in
international management are kinesics, proxemics, chronemics, and chromatics.

Kinesics Kinesics is the study of communication through body movement and facial
expression. Primary areas of concern include eye contact, posture, and gestures. For exam-
ple, when one communicates verbally with someone in the United States, it is good manners
to look the other person in the eye. This area of communicating through the use of eye con-
tact and gaze is known as oculesics. In some areas of the world oculesics is an important

Table 7-6

Common Forms of Nonverbal Communication

1. Hand gestures, both intended and self-directed (autistic), such as the nervous rub-
bing of hands.

2. Facial expressions, such as smiles, frowns, and yawns.
3. Posture and stance.

4. Clothing and hair styles (hair being more like clothes than like skin, both subject
to the fashion of the day).

5. Interpersonal distance (proxemics).

6. Eye contact and direction of gaze, particularly in “listening behavior.”

7. "Artifacts” and nonverbal symbols, such as lapel pins, walking sticks, and jewelry.

8. Paralanguage (though often in language, just as often treated as part of nonverbal

behavior—speech rate, pitch, inflections, volume).

9. Taste, including symbolism of food and the communication function of chatting
over coffee or tea, and oral gratification such as smoking or gum chewing.

10. Cosmetics: temporary—powder; permanent—tattoos.

11. Time symbolism: when is too late or too early to telephone or visit a friend, or
what is too long or too short to make a speech or stay for dinner.

12. Timing and pauses within verbal behavior.

Source: From John C. Condon and Fathi S. Yousef, An Introduction to Intercultural
Communication, 1st Edition. Published by Allyn and Bacon, Boston, MA. Copyright ©
1975 by Pearson Education. Reprinted by permission of the publisher.
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haptics
Communicating through
the use of bodily contact.

proxemics

The study of the way
people use physical space
to convey messages.

intimate distance
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that is used for very
confidential
communications.

personal distance

In communicating, the
physical distance used for
talking with family and
close friends.

social distance

In communicating, the
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consideration because of what people should not do, such as stare at others or maintain con-
tinuous eye contact, because it is considered impolite to do these things.

Another area of kinesics is posture, which can also cause problems. For example,
when Americans are engaged in prolonged negotiations or meetings, it iS not uncommon
for them to relax and put their feet up on a chair or desk, but this is insulting behavior
in the Middle East. Here is an example from a classroom situation:

In the midst of a discussion of a poem in the sophomore class of the English Department,
the professor, who was British, took up the argument, started to explain the subtleties of the
poem, and was carried away by the situation. He leaned back in his chair, put his feet up on
the desk, and went on with the explanation. The class was furious. Before the end of the day,
a demonstration by the University’s full student body had taken place. Petitions were submit-
ted to the deans of the various facilities. The next day, the situation even made the newspa-
per headlines. The consequences of the act, that was innocently done, might seem ridiculous,
funny, baffling, incomprehensible, or even incredible to a stranger. Yet, to the native, the
students’ behavior was logical and in context. The students and their supporters were outraged
because of the implications of the breach of the native behavioral pattern. In the Middle East,
it is extremely insulting to have to sit facing two soles of the shoes of somebody.**

Gestures are also widely used and take many different forms. For example, Cana-
dians shake hands, Japanese bow, Middle Easterners of the same sex kiss on the cheek.
Communicating through the use of bodily contact is known as haptics, and it is a widely
used form of nonverbal communication.

Sometimes gestures present problems for expatriate managers because these behav-
iors have different meanings depending on the country. For example, in the United States,
putting the thumb and index finger together to form an “O” is the sign for “okay.” In Japan,
this is the sign for money; in southern France, the gesture means “zero” or “worthless”;
and in Brazil, it is regarded as a vulgar or obscene sign. In France and Belgium, snapping
the fingers of both hands is considered vulgar; in Brazil, this gesture is used to indicate
that something has been done for a long time. In Britain, the “V for victory” sign is given
with the palm facing out; if the palm is facing in, this roughly means “shove it”; in non-
British countries, the gesture means two of something and often is used when placing an
order at a restaurant.®> Gibson, Hodgetts, and Blackwell found that many foreign students
attending school in the United States have trouble communicating because they are unable
to interpret some of the most common nonverbal gestures.*® A survey group of 44 Jamaican,
Venezuelan, Colombian, Peruvian, Thai, Indian, and Japanese students at two major uni-
versities were given pictures of 20 universal cultural gestures, and each was asked to
describe the nonverbal gestures illustrated. In 56 percent of the choices the respondents
either gave an interpretation that was markedly different from that of Americans or reported
that the nonverbal gesture had no meaning in their culture. These findings help to reinforce
the need to teach expatriates about local nonverbal communication.

Proxemics Proxemics is the study of the way that people use physical space to convey
messages. For example, in the United States, there are four “distances” people use in com-
municating on a face-to-face basis (see Figure 7-3). Intimate distance is used for very
confidential communications. Personal distance is used for talking with family and close
friends. Social distance is used to handle most business transactions. Public distance is
used when calling across the room or giving a talk to a group.

One major problem for Americans communicating with people from the Middle
East or South America is that the intimate or personal distance zones are violated. Amer-
icans often tend to be moving away in interpersonal communication with their Middle
Eastern or Latin counterparts, while the latter are trying to physically close the gap. The
American cannot understand why the other is standing so close; the latter cannot under-
stand why the American is being so reserved and standing so far away. The result is a
breakdown in communication.

Office layout is another good example of proxemics. In the United States, the more
important the manager, the larger the office, and often a secretary screens visitors and
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Intimate distance 18"

Personal distance 18" to 4'

Social distance

Public distance 8' to 10'

Source: Adapted from Richard M. Hodgetts and Donald F Kuratko, Management, 2nd ed.
(San Diego, CA: Harcourt Brace Jovanovich, 1991), p. 384.

keeps away those whom the manager does not wish to see. In Japan, most managers do
not have large offices, and even if they do, they spend a great deal of time out of the
office and with the employees. Thus, the Japanese have no trouble communicating
directly with their superiors. A Japanese manager staying in his office would be viewed
as a sign of distrust or anger toward the group.

Another way that office proxemics can affect communication is that in many Euro-
pean companies, no wall separates the space allocated to the senior-level manager from
that of the subordinates. Everyone works in the same large room. These working condi-
tions often are disconcerting to Americans, who tend to prefer more privacy.

Chronemics Chronemics refers to the way in which time is used in a culture. When
examined in terms of extremes, there are two types of time schedules: monochronic and
polychronic. A monochronic time schedule is one in which things are done in a linear
fashion. A manager will address Issue A first and then move on to Issue B. In individualis-
tic cultures such as the United States, Great Britain, Canada, and Australia, as well as many
of the cultures in Northern Europe, managers adhere to monochronic time schedules. In
these societies, time schedules are very important, and time is viewed as something that
can be controlled and should be used wisely.

This is in sharp contrast to polychronic time schedules, which are characterized
by people tending to do several things at the same time and placing higher value on
personal involvement than on getting things done on time. In these cultures, schedules
are subordinated to personal relationships. Regions of the world where polychronic time
schedules are common include Latin America and the Middle East.

When doing business in countries that adhere to monochronic time schedules, it is
important to be on time for meetings. Additionally, these meetings typically end at the
appointed time so that participants can be on time for their next meeting. When doing
business in countries that adhere to polychronic time schedules, it is common to find
business meetings starting late and finishing late.

Chromatics Chromatics is the use of color to communicate messages. Every society
uses chromatics, but in different ways. Colors that mean one thing in the United States may
mean something entirely different in Asia. For example, in the United States it is common
to wear black when one is in mourning, while in some locations in India people wear white
when they are in mourning. In Hong Kong red is used to signify happiness or luck and
traditional bridal dresses are red; in the United States it is common for the bride to wear
white. In many Asian countries shampoos are dark in color because users want the soap to
be the same color as their hair and believe that if it were a light color, it would remove
color from their hair. In the United States shampoos tend to be light in color because peo-
ple see this as a sign of cleanliness and hygiene. In Chile a gift of yellow roses conveys the
message “I don’t like you,” but in the United States it says quite the opposite.
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Figure 7-3

Personal Space
Categories for Those
in the United States

chronemics
The way in which time is
used in a culture.

monochronic time
schedule

A time schedule in which
things are done in a linear
fashion.

polychronic time schedule
A time schedule in which
people tend to do several
things at the same time
and place higher value

on personal involvement
than on getting things
done on time.

chromatics
The use of color to
communicate messages.
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Knowing the importance and the specifics of chromatics in a culture can be very
helpful because, among other things, such knowledge can help you avoid embarrassing
situations. A good example is the American manager in Peru who, upon finishing a one-
week visit to the Lima subsidiary, decided to thank the assistant who was assigned to him.
He sent her a dozen red roses. The lady understood the faux pas, but the American manager
was somewhat embarrassed when his Peruvian counterpart smilingly told him, “It was
really nice of you to buy her a present. However, red roses indicate a romantic interest!”

B Achieving Communication Effectiveness

A number of steps can be taken to improve communication effectiveness in the interna-
tional arena. These include improving feedback systems, providing language and cultural
training, and increasing flexibility and cooperation.

Improve Feedback Systems

One of the most important ways of improving communication effectiveness in the inter-
national context is to open up feedback systems. Feedback is particularly important
between parent companies and their affiliates. There are two basic types of feedback
systems: personal (e.g., face-to-face meetings, telephone conversations, and personalized
e-mail) and impersonal (e.g., reports, budgets, and plans). Both systems help affiliates
keep their home office aware of progress and, in turn, help the home office monitor and
control affiliate performance as well as set goals and standards.

At present, there seem to be varying degrees of feedback between the home offices
of MNC:s and their affiliates. For example, one study evaluated the communication feed-
back between subsidiaries and home offices of 63 MNCs headquartered in Europe, Japan,
and North America.’” A marked difference was found between the way that U.S. com-
panies communicated with their subsidiaries and the way that European and Japanese
firms did. Over one-half of the U.S. subsidiaries responded that they received monthly
feedback from their parent companies, in contrast to less than 10 percent for the subsid-
iaries of European and Japanese firms. In addition, the Americans were much more
inclined to hold regular management meetings on a regional or worldwide basis. Seventy-
five percent of the U.S. companies had annual meetings for their affiliate top managers,
compared with less than 50 percent for the Europeans and Japanese. These findings may
help explain why many international subsidiaries and affiliates are not operating as effi-
ciently as they should. The units may not have sufficient contact with the home office.
They do not seem to be getting continuous assistance and feedback that are critical to
effective communication.

Provide Language Training

Besides improving feedback systems, another way to make communication more effec-
tive in the international arena is through language training. Many host-country managers
cannot communicate well with their counterparts at headquarters. Because English has
become the international language of business, those who are not native speakers of
English should learn the language well enough so that face-to-face and telephone con-
versations and e-mail are possible. If the language of the home office is not English, this
other language also should be learned. As a U.S. manager working for a Japanese MNC
recently told one of the authors, “The official international language of this company is
English. However, whenever the home-office people show up, they tend to cluster together
with their countrymen and speak Japanese. That’s why I'm trying to learn Japanese. Let’s
face it. They say all you need to know is English, but if you want to really know what’s
going on, you have to talk their language.”

Written communication also is extremely important in achieving effectiveness. As
noted earlier, when reports, letters, and e-mail messages are translated from one language
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to another, preventing a loss of meaning is virtually impossible. Moreover, if the commu-
nications are not written properly, they may not be given the attention they deserve. The
reader will allow poor grammar and syntax to influence his or her interpretation and sub-
sequent actions. Moreover, if readers cannot communicate in the language of those who
will be receiving their comments or questions about the report, their messages also must
be translated and likely will further lose meaning. Therefore, the process can continue on
and on, each party failing to achieve full communication with the other. Hildebrandt has
described the problems in this two-way process when an employee in a foreign subsidiary
writes a report and then sends it to his or her boss for forwarding to the home office:

The general manager or vice president cannot be asked to be an editor. Yet they often send
statements along, knowingly, which are poorly written, grammatically imperfect, or generally
unclear. The time pressures do not permit otherwise. Predictably, questions are issued from the
States to the subsidiary and the complicated bilingual process now goes in reverse, ultimately
reaching the original . . . staff member, who receives the English questions retranslated.®

Language training would help to alleviate such complicated communication problems.

Provide Cultural Training

It is very difficult to communicate effectively with someone from another culture unless at
least one party has some understanding of the other’s culture.* Otherwise, communication
likely will break down. This is particularly important for multinational companies that have
operations throughout the world.*> Although there always are important differences between
countries, and even between subcultures of the same country, firms that operate in South
America find that the cultures of these countries have certain commonalities. These common
factors also apply to Spain and Portugal. Therefore, a basic understanding of Latin cultures
can prove to be useful throughout a large region of the world. The same is true of Anglo
cultures, where norms and values tend to be somewhat similar from one country to another.
When a multinational has operations in South America, Europe, and Asia, however, multi-
cultural training becomes necessary. International Management in Action, “Communicating
in Europe,” provides some specific examples of cultural differences.

As Chapter 4 pointed out, it is erroneous to generalize about an “international”
culture, because the various nations and regions of the globe are so different. Training
must be conducted on a regional or country-specific basis. Failure to do so can result in
continuous communication breakdown.*' Many corporations are investing in programs to
help train their executives in international communication. Such training has become more
common since it began in the 1970s as many Americans returned from the Peace Corps
with increased awareness of cultural differences. And this training is not limited to those
who travel themselves but is increasingly important for employees who frequently interact
with individuals from other cultures in their workplace or in their communication.

“Whether a multinational or a start-up business out of a garage, everybody is global
these days,” said Dean Foster, president of Dean Foster Associates, an intercultural con-
sultancy in New York. “In today’s economy, there is no room for failure. Companies have
to understand the culture they are working in from Day 1.” Mr. Foster recounted how an
American businessman recently gave four antique clocks wrapped in white paper to a
prospective client in China. What the man did not realize, he said, was that the words in
Mandarin for clock and the number four are similar to the word for death, and white is
a funeral color in many Asian countries. “The symbolism was so powerful,” Mr. Foster
said, that the man lost the deal.*> Chapter 14 will give considerable attention to cultural
training as part of selection for overseas assignments and human resource development.

Increase Flexibility and Cooperation

Effective international communications require increased flexibility and cooperation by
all parties.* To improve understanding and cooperation, each party must be prepared to
give a little.* Take the case of International Computers Ltd., a mainframe computer firm
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In Europe, many countries are within easy commuting
distance of their neighbors, so an expatriate who does
business in France on Monday may be in Germany
on Tuesday, Great Britain on Wednesday, Italy on
Thursday, and Spain on Friday. Each country has its
own etiquette regarding how to greet others and con-
duct oneself during social and business meetings.
The following sections examine some of the things that
expatriate managers need to know to communicate
effectively.

France

When one is meeting with businesspeople in France,
promptness is expected, although tardiness of 5 to
10 minutes is not considered a major gaffe. The
French prefer to shake hands when introduced, and
it is correct to address them by title plus last name.
When the meeting is over, a handshake again is
proper manners.

French executives try to keep their personal and
professional lives separate. As a result, most business
entertaining is done at restaurants or clubs. When gifts
are given to business associates, they should appeal
to intellectual or aesthetic pursuits as opposed to
being something that one’s company produces for sale
on the world market. In conversational discussions,
topics such as politics and money should be avoided.
Also, humor should be used carefully during business
meetings.

Germany

German executives like to be greeted by their title, and
one should never refer to someone on a first-name
basis unless invited to do so. When introducing your-
self, do not use a title, just state your last name. Busi-
ness appointments should be made well in advance,
and punctuality is important. Like the French, the
Germans usually do not entertain clients at home, so
an invitation to a German manager’'s home is a special
privilege and always should be followed with a thank-
you note. Additionally, as is the case in France, one
should avoid using humor during business meetings.
They are very serious when it comes to business, so
be as prepared as possible and keep light-hearted
banter to the German hosts’ discretion.

Great Britain

In Britain, it is common to shake hands on the first
meeting, and to be polite one should use last names
and appropriate titles when addressing the host, until
invited to use their first name. Punctuality again is
important to the British, so be prepared to be on time
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and get down to business fairly quickly. The British are
quite warm, though, and an invitation to a British home
is more likely than in most areas of Europe. You should
always bring a gift if invited to the host's house; flow-
ers, chocolates, or books are acceptable.

During business meetings, suits and ties are com-
mon dress; however, striped ties should be avoided if
they appear to be a copy of those worn by alumni of
British universities and schools or by members of mil-
itary or social clubs. Additionally, during social gather-
ings it is a good idea not to discuss politics, religion,
or gossip about the monarchy unless the British person
brings the topic up first.

Italy

In traditional companies, executives are referred to by
title plus last name. It is common to shake hands
when being introduced, and if the individual is a uni-
versity graduate, the professional title dottore should
be used.

Business appointments should be made well in
advance, and if you expect to be late, call the host
and explain the situation. In most cases, business is
done at the office, and when someone is invited to a
restaurant, this invitation is usually done to socialize
and not to continue business discussions. If an expa-
triate is invited to an Italian home, it is common to bring
a gift for the host, such as a bottle of wine or a box of
chocolates. Flowers are also acceptable, but be sure
to send an uneven number and avoid chrysanthe-
mums, a symbol of death, and red roses, a sign of
deep passion. Be sure to offer high-quality gifts with
the wrapping done well, as the Italians are very gener-
ous when it comes to gifts. It is not a common practice
to exchange them during business, but it is recom-
mended that you are prepared. During the dinner con-
versation, there is a wide variety of acceptable topics,
including business, family matters, and soccer.

Spain

It is common to use first names when introducing or
talking to people in Spain, and close friends typically
greet each other with an embrace. Appointments
should be made in advance, but punctuality is not
essential.

If one is invited to the home of a Spanish execu-
tive, flowers or chocolates for the host are accept-
able gifts. If the invitation includes dinner, any busi-
ness discussions should be delayed until after coffee
is served. During the social gathering, some topics
that should be avoided include religion, family, and
work. Additionally, humor rarely is used during formal
occasions.
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that does a great deal of business in Japan. This firm urges its people to strive for suc-
cessful collaboration in their international partnerships and ventures. At the heart of this
process is effective communication. As put by Kenichi Ohmae:

We must recognize and accept the inescapable subtleties and difficulties of intercompany
relationships. This is the essential starting point. Then we must focus not on contractual
or equity-related issues but on the quality of the people at the interface between organiza-
tions. Finally, we must understand that success requires frequent, rapport-building meetings
by at least three organizational levels: top management, staff, and line management at the
working level.*®

B Managing Cross-Cultural Negotiations

Closely related to communications but deserving special attention is managing negotia-
tions.*® Negotiation is the process of bargaining with one or more parties to arrive at a
solution that is acceptable to all. It has been estimated that managers can spend 50 per-
cent or more of their time on negotiation processes.*’ Therefore, it is a learnable skill
that is imperative not only for the international manager but for the domestic manager
as well, since more and more domestic businesses are operating in multicultural environ-
ments (see Chapter 6). Negotiation often follows assessing political environments and is
a natural approach to conflict management. Often, 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 or
concessions. The initial range of topics typically includes critical areas such as hiring
practices, direct financial investment, taxes, and ownership control. Negotiation also is
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 include expansion of
facilities, use of more local managers, additional imports or exports of materials and
finished goods, and recapture of profits.

On a more macro level of international trade are the negotiations conducted between
countries. The current balance-of-trade problem between the United States and China is
one example. The massive debt problems of less developed countries and the opening of
trade with Eastern European and newly emerging economies are other current examples.

Types of Negotiation

People enter into negotiations for a multitude of reasons, but the nature of the goal
determines what kind of negotiation will take place. There are two types of negotiations
that we will discuss here: distributive and integrative negotiation. Distributive nego-
tiations occur when two parties with opposing goals compete over a set value.*® Con-
sider a person who passes a street vendor and sees an item he likes but considers the
price, or set value, a bit steep. The goal of the buyer is to procure the item at the low-
est price, getting more value for his money, while the goal of the seller is to collect
as much as possible to maximize profits. Both are trying to get the best deal, but what
translates into a gain by one side is usually experienced as a loss by the other, other-
wise known as a win-lose situation. The relationship is focused on the individual and
based on a short-term interaction. More often than not, the people involved are not
friends, or at least their personal relationship is put aside in the matter. Information
also plays an important role, since you do not want to expose too much and be vulner-
able to counterattack.

Research has shown that first offers in a negotiation can be good predictors of
outcomes, which is why it is important to have a strong initial offer.* This does not imply
that overly greedy or aggressive behavior is acceptable; this could be off-putting to the
other negotiator, causing her or him to walk away. In addition to limiting the amount of
information you disclose, it can be advantageous to know a little about the other side.
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negotiation

Bargaining with one or
more parties for the
purpose of arriving at a
solution acceptable to all.

distributive negotiations
Bargaining that occurs
when two parties with
opposing goals compete
over a set value.
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integrative negotiation
Bargaining that involves
cooperation between two
groups to integrate interests,
create value, and invest in
the agreement.
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Table 7-7
Negotiation Types and Characteristics

Characteristic Distributive Integrative
Negotiations Negotiations

Objective Claim maximum value Create and claim value

Motivation Individual-selfish benefit Group-cooperative benefit

Interests Divergent Overlapping

Relationship Short term Long term

Outcome Win-lose Win-win

Source: Adapted from Harvard Business Essentials: Negotiation (Boston: Harvard
Business School Press, 2003), pp. 2-6.

Integrative negotiation involves cooperation between the two groups to integrate
interests, create value, and invest in the agreement. Both groups work toward maximizing
benefits for both sides and distributing those benefits. This method is sometimes called the
win-win scenario, which does not mean that everyone receives exactly what they wish for,
but instead that the compromise allows both sides to keep what is most important and still
gain on the deal. The relationship in this instance tends to be more long term, since both
sides take time to really get to know the other side and what motivates them. The focus is
on the group, reaching for a best-case outcome where everyone benefits. Table 7-7 provides
a summary of the two types of negotiation. This is the most useful tactic when dealing
with business negotiation, so from this point on, we assume the integrative approach.

The Negotiation Process

Several basic steps can be used to manage the negotiation process. Regardless of the
issues or personalities of the parties involved, this process typically begins with planning.

Planning Planning starts with the negotiators identifying the 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 nego-
tiations. While this appears to be an obvious statement, research also reveals that many
negotiators do not alter their strategy when negotiating across cultures.” Next, consider-
ation 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 (3) determining the se-
quence in which to discuss the various issues.

Interpersonal Relationship Building The second phase of the negotiation process in-
volves getting to know the people on the other side. This “feeling out” period is character-
ized by the desire to identify those who are reasonable and those who are not. In contrast
to negotiators in many other countries, those in the United States often give little attention
to this phase; they want to get down to business immediately, which often is an ineffective
approach. Adler notes:

Effective negotiators 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, ceremo-
nies, and “small talk,” ask how long they must wait before beginning to “do business,” the
answer is simple: wait until your counterparts bring up business (and they will). Realize
that the work of conducting a successful negotiation has already begun, even if business has
yet to be mentioned.>!
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Exchanging Task-Related Information In this part of the 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 what it is willing to give up.

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 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 other’s position; (2) the ability
of each to identify areas of similarity and difference; (3) the ability to create new options;
and (4) the willingness to work toward a solution that allows all parties to walk away feel-
ing they have achieved their objectives.

Agreement The final phase of negotiations is the granting of concessions and ham-
mering out a final agreement. Sometimes, this phase is carried out piecemeal, and con-
cessions and agreements are made on issues one at a time. This is the way negotiators
from the United States like to operate. 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.

Once again, as in all areas of communication, to negotiate effectively in the inter-
national arena, it is necessary to understand how cultural differences between the parties
affect the process.

Cultural Differences Affecting Negotiations

In international negotiations, participants tend to orient their approach and interests
around their home culture and their group’s needs and aspirations. This is natural. Yet,
to negotiate effectively, it is important to have a sound understanding of the other side’s
culture and position to better empathize and understand what they are about.>> The cul-
tural aspects managers should consider include communication patterns, time orientation,
and social behaviors.?> A number of useful steps can help in this process of understand-
ing. One negotiation expert recommends the following:

1. Do not identify the counterpart’s home culture too quickly. Common cues
(e.g., name, physical appearance, language, accent, location) may be unreli-
able. The counterpart probably belongs to more than one culture.

2. Beware of the Western bias toward “doing.” In Arab, Asian, and Latin
groups, ways of being (e.g., comportment, smell), feeling, thinking, and talk-
ing can shape relationships more powerfully than doing.

3. Try to counteract the tendency to formulate simple, consistent, stable images.

4. Do not assume that all aspects of the culture are equally significant. In
Japan, consulting all relevant parties to a decision is more important than
presenting a gift.

5. Recognize that norms for interactions involving outsiders may differ from
those for interactions between compatriots.

6. Do not overestimate your familiarity with your counterpart’s culture. An
American studying Japanese wrote New Year’s wishes to Japanese contacts
in basic Japanese characters but omitted one character. As a result, the mes-
sage became “Dead man, congratulations.”>*

Other useful examples have been offered by Trompenaars and Hampden-Turner,
who note that a society’s culture often plays a major role in determining the effective-
ness of a negotiating approach. This is particularly true when the negotiating groups
come from decidedly different cultures such as an ascription society and an achievement
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society. As noted in Chapter 4, in an ascription society status is attributed based on
birth, kinship, gender, age, and personal connections. In an achievement society, status
is determined by accomplishments. As a result, each side’s cultural perceptions can
affect the outcome of the negotiation. Here is an example:

Sending whiz-kids to deal with people 10-20 years their senior often insults the ascriptive
culture. The reaction may be: “Do these people think that they have reached our own level
of experience in half the time? That a 30-year-old American is good enough to negotiate
with a 50-year-old Greek or Italian?” Achievement cultures must understand that some
ascriptive cultures, the Japanese especially, spend much on training and in-house education
to ensure that older people actually are wiser for the years they have spent in the corporation
and for the sheer number of subordinates briefing them. It insults an ascriptive culture to
do anything which prevents the self-fulfilling nature of its beliefs. Older people are held to
be important so that they will be nourished and sustained by others’ respect. A stranger is
expected to facilitate this scheme, not challenge it.%

U.S. negotiators have a style that often differs from that of negotiators in many
other countries. Americans believe it is important to be factual and objective. In addition,
they often make early concessions to show the other party that they are flexible and
reasonable. Moreover, U.S. negotiators typically have authority to bind their party to an
agreement, so if the right deal is struck, the matter can be resolved quickly. This is why
deadlines are so important to Americans. They have come to do business, and they want
to get things resolved immediately.

A comparative example would be the Arabs, who in contrast to Americans, with
their logical approach, tend to use an emotional appeal in their negotiation style. They
analyze things subjectively and treat deadlines as only general guidelines for wrapping
up negotiations. They tend to open negotiations with an extreme initial position. How-
ever, the Arabs believe strongly in making concessions, do so throughout the bargaining
process, and almost always reciprocate an opponent’s concessions. They also seek to
build a long-term relationship with their bargaining partners. For these reasons, Ameri-
cans typically find it easier to negotiate with Arabs than with representatives from many
other regions of the world.

Another interesting comparative example is provided by the Chinese. In initial nego-
tiation meetings, it is common for Chinese negotiators to seek agreement on the general
focus of the meetings. The hammering out of specific details is postponed for later get-
togethers. By achieving agreement on the general framework within which the negotia-
tions will be conducted, the Chinese seek to limit and focus the discussions. Many West-
erners misunderstand what is happening during these initial meetings and believe the
dialogue consists mostly of rhetoric and general conversation. They are wrong and quite
often are surprised later on when the Chinese negotiators use the agreement on the frame-
work and principles as a basis for getting agreement on goals—and then insist that all
discussions on concrete arrangements be in accord with these agreed-upon goals. Simply
put, what is viewed as general conversation by many Western negotiators is regarded by
the Chinese as a formulation of the rules of the game that must be adhered to throughout
the negotiations. So in negotiating with the Chinese, it is important to come prepared to
ensure that one’s own agenda, framework, and principles are accepted by both parties.

Before beginning any negotiations, negotiators should review the negotiating style
of the other parties. (Table 7-8 provides some insights regarding negotiation styles of
the Americans, Japanese, Arabs, and Mexicans.) This review should help to answer cer-
tain questions: What can we expect the other side to say and do? How are they likely
to respond to certain offers? When should the most important matters be introduced?
How quickly should concessions be made, and what type of reciprocity should be
expected? These types of questions help effectively prepare the negotiators. In addition,
the team will work on formulating negotiation tactics. The nearby International Management
in Action, “Negotiating with the Japanese,” demonstrates such tactics, and the following
discussion gets into some of the specifics.
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Table 7-8
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Negotiation Styles from a Cross-Cultural Perspective

Element

United States

Japanese

Arabians

Mexicans

Group composition
Number involved
Space orientation

Establishing
rapport

Exchange of
information

Persuasion tools

Use of language

First offer
Second offer

Final offer
package
Decision-making
process

Decision maker

Risk taking

Marketing oriented
2-3
Confrontational;
competitive

Short period; direct
to task

Documented; step
by step; multimedia

Time pressure; loss
of saving/making
money

Open, direct, sense
of urgency

Fair =5 to 10%

Add to package;
sweeten the deal

Total package

Top management
team

Top management
team

Calculated personal

Function oriented
4-7

Display harmonious
relationship

Longer period; until
harmony

Extensive; concentrate
on receiving side

Maintain relation-
ship references;
intergroup
connections

Indirect, appreciative,
cooperative

=10 to 20%
—5%

Makes no further
concessions

Collective

Middle line with team
consensus

Low group

Committee of specialists

4-6
Status

Long period; until
trusted

Less emphasis on
technology, more on
relationship

Go-between; hospitality

Flattery, emotional,
religious

+20 to 50%
—10%

-25%

Team makes
recommendation

Senior manager

Religion based

responsibility responsibility

Friendship oriented
2-3
Close, friendly

Longer period;
discuss family

Less emphasis on
technology, more on
relationship

Emphasis on family
and on social con-

cerns; goodwill mea-
sured in generations

Respectful, gracious

Fair
Add an incentive

Total

Senior manager and
secretary

Senior manager

Personally
responsible

reproduced by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.

Source: Lillian H. Chaney and Jeanette S. Martin, International Business Communication, 3rd Edition © 2004. Electronically

Sometimes, simply being familiar with the culture is still falling short of being
aptly informed. We discussed in Chapter 2 how the political and legal environment of a
country can have an influence over an MNC’s decision to open operations, and those
external factors are good to bear in mind when coming to an agreement. Both parties
may believe that the goals have been made clear, and on the surface a settlement may
deliver positive results. However, the subsequent actions taken by either company could
prove to exhibit even more barriers. Take Pirelli, an Italian tire maker that acquired
Continental Gummiwerke, its German competitor. Pirelli purchased the majority holdings
of Continental’s stock, a transaction which would translate into Pirelli having control of
the company if it occurred in the United States. When Pirelli attempted to make key
managerial decisions for its Continental unit, it discovered that in Germany, the corporate
governance in place allows German companies to block such actions, regardless of the
shareholder position. Furthermore, the labor force has quite a bit of leverage with its
ability to elect members of the supervisory board, which in turn chooses the management
board.*® Pirelli essentially lost on an investment; that is, unless Continental can be prof-
itable under its current management. If Pirelli had known that this was going to happen,
it probably would have reconsidered. One solution could be for Pirelli’s management to
begin some positive rapport with the labor force to try to sway viewpoints internally.
The better option, though, would be for international managers to be as informed as
possible and avoid trouble before it occurs.




Some people believe that the most effective way of get-
ting the Japanese to open up their markets to the United
States is to use a form of strong-arm tactics, such as
putting the country on a list of those to be targeted for
retaliatory action. Others believe that this approach will
not be effective, because the interests of the United
States and Japan are intertwined and we would be hurt-
ing ourselves as much as them. Regardless of which
group is right, one thing is certain: U.S. MNCs must
learn how to negotiate more effectively with the Japa-
nese. What can they do? Researchers have found that
besides patience and a little table pounding, a number
of important steps warrant consideration.

First, business firms need to prepare for their nego-
tiations by learning more about Japanese culture and
the “right” ways to conduct discussions. Those compa-
nies with experience in these matters report that the two
best ways of doing this are to read books on Japanese
business practices and social customs and to hire
experts to train the negotiators. Other steps that are
helpful include putting the team through simulated nego-
tiations and hiring Japanese to assist in the negotiations.

Second, U.S. MNCs must learn patience and sin-
cerity. Negotiations are a two-way street that require

Negotiation Tactics

the mutual cooperation and efforts of both parties. The
U.S. negotiators must understand that many times,
Japanese negotiators do not have full authority to
make on-the-spot decisions. Authority must be given
by someone at the home office, and this failure to act
quickly should not be interpreted as a lack of sincerity
on the part of the Japanese negotiators.

Third, the MNC must have a unique good or ser-
vice. So many things are offered for sale in Japan that
unless the company has something that is truly differ-
ent, persuading the other party to buy it is difficult.

Fourth, technical expertise often is viewed as a very
important contribution, and this often helps to win con-
cessions with the Japanese. The Japanese know that
the Americans, for example, still dominate the world
when it comes to certain types of technology and that
Japan is unable to compete effectively in these areas.
When such technical expertise is evident, it is very
influential in persuading the Japanese to do business
with the company.

These four criteria are critical to effective nego-
tiations with the Japanese. MNCs that use them
report more successful experiences than those that
do not.

A number of specific tactics are used in international negotiation. The following discus-
sion examines some of the most common.

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, and South American companies negotiating with
European firms will meet halfway, 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 receiv-
ing 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.

Time Limits Time limits are an important negotiation tactic when one party is under a
time constraint. This is particularly true when this party has agreed to meet at the home site
of the other party. For example, U.S. negotiators who go to London to discuss a joint ven-
ture with a British firm often will 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 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
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Americans at a disadvantage, because the other party knows when the Americans would
like to leave.

Buyer-Seller Relations How should buyers and sellers act? As noted earlier, 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. This is not the way negotiators in many other countries think, however.

The Japanese, for example, believe that the buyers should get most of what they
want. On the other hand, they also believe that the seller should be taken care of through
reciprocal favors. The buyer must ensure that the seller has not been “picked clean.” For
example, when many Japanese firms first started doing business with large U.S. firms,
they were unaware of U.S. negotiating tactics. As a result, the Japanese thought the
Americans were taking advantage of them, whereas the Americans believed they were
driving a good, hard bargain.

The Brazilians are quite different from both the Americans and Japanese. Research-
ers have found that Brazilians do better when they are more deceptive and self-interested
and their opponents more open and honest than they are.’’ Brazilians also tend to make
fewer promises and commitments than their opponents, and they are much more prone to
say no. However, Brazilians are more likely to make initial concessions. Overall, Brazil-
ians are more like Americans than Japanese in that they try to maximize their advantage,
but they are unlike Americans in that they do not feel obligated to be open and forthright
in their approach. Whether they are buyer or seller, they want to come out on top.

Negotiating for Mutual Benefit

When managers enter a negotiation with the intent to win and are not open to flexible
compromises, it can result in a stalemate. Ongoing discussion with little progress can
increase tensions between the two groups and create an impasse where groups become
more frustrated and aggressive, and no agreement can be reached.’® Ultimately, too much
focus on the plan with little concern for the viewpoint of the other group can lead to missed
opportunities. It is important to keep objectives in mind and at the forefront, but it should
not be a substitute for constructive discussions. Fisher and Ury, authors of the book Getting
to Yes, present five general principles to help avoid such disasters: (1) separate the people
from the problem, (2) focus on interests rather than positions, (3) generate a variety of
options before settling on an agreement (as mentioned earlier in this section), (4) insist that
the agreement be based on objective criteria, and (5) stand your ground.*

Separating the People from the Problem Often, when managers spend so much time
getting to know the issue, many become personally involved. Therefore, responses to a
particular position can be interpreted as a personal affront. In order to preserve the personal
relationship and gain a clear perspective on the issue, it is important to distinguish the
problem from the individual.

When dealing with people, one barrier to complete understanding is the negotiating
parties’ perspectives. Negotiators should try to put themselves in the other’s shoes. Avoid
blame, and keep the atmosphere positive by attempting to alter proposals to better trans-
late the objectives. The more inclusive the process, the more willing everyone will be to
find a solution that is mutually beneficial.

Emotional factors arise as well. Negotiators often experience some level of an
emotional reaction during the process, but it is not seen by the other side. Recognize
your own emotions, and be open to hearing and accepting emotional concerns of the
other party. Do not respond in a defensive manner or give in to intense impulses. Ignor-
ing the intangible tension is not recommended; try to alleviate the situation through
sympathetic gestures such as apologies.

As mentioned earlier, good communication is imperative to reaching an agreement.
Talk to each other, instead of just rehashing grandiose aspects of the proposal. Listen to
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