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Abstract: Globalisation has resulted in an incrdaseed for inter-state interaction and
cooperation on issues of international importamea@uding politics, trade, security, and health.
However, the intricacies of culture affect actoadtitudes to particular phenomenon. These
differences can result in opportunities or chalenépr the parties involved, depending on their
level of understanding of and attitude toward thkkuce of the other party and the peculiar ways
in which these cultural values manifest themselvédss paper discusses the cultural factors
informing Chinese negotiation and the ways in thegdeural traits might manifest themselves in
the negotiation process.



Introduction:

Globalization, “the intensification of worldwide dal relations which link distant localities in

such a way that local happenings are shaped bytewecurring many miles away and vice

versa’ (Galligan, Roberts and Trifiletti 2001),shereated greater opportunities for trade and
other interactions between states and non-statgsadtVhile people have always negotiated,
globalization has increased the need for negotiatand frequency with which they take place.
These negotiations relate to trade, economicspmaitisecurity and a host of other issues of
inter-state cooperation. To the extent that glaadlon means more interstate interaction, it has

heightened the need for and instances of crosebard] cross-cultural negotiation.

Culture and Negotiation

At its simplest, negotiation refers to that prac#wough which groups and individuals seek to
resolve the misunderstanding and disputes thattraigge as a consequence of their interactions.
(Fisher and Ury 1983) provide a more detailed aftctited definition: “Negotiation is a basic
means of getting what you want from others. It isagk-and-forth communication designed to
reach an agreement when you and the other sidedumme interests that are shared and others
that are opposed”. Researchers into the theorypeardice of negotiation have identified culture
among the factors affecting the negotiation prac&ébgy have also cited the impact of gender
and physiological considerations. However, thesgofa are not pertinent to this discussion.
Culture has been identified as an important condeptany social science disciplines. In
discussing “Negotiating Cultures”, Williams Zartmaays “negotiation exhibits both universal

patterns determined by the finite possibilitiesitsfnature and local variations determined by



cultural practices and differences among its ptiacker”. However, theorists are yet to arrive at
an agreed upon definition of “culture”. (Weber 2Dites (Williams 1893), who said that
culture is “one of the two or three most complidateords in the English language. “Williams
has a point. Culture is one of those terms thatyewe seems to understand but no one seems to
be able to define adequately,” Weber posits. Fi&rRubin (1993) define culture as “a set of
shared and enduring meanings, values, and behatscharacterize national, ethnic, or other
groups and orient their behaviour”. Culture, thegip “can be understood as a system of widely
accepted beliefs and assumptions that are trarshfittrm one generation to the next through a
learning process.” Culture is of vital significant® human social existence, with French
sociologist Akoun (1989) saying, “The role of cu#tus to answer questions even before they are

raised”.

(Solomon 1999) argues that with the end of the Glgldr, many countries resumed contacts as
they attempt to resolve shared problems or devedopin political and trade relations. The end
of international ideological and political polardmm saw diplomacy replacing military
confrontation as the tool of choice to resolvermétional problems. Solomon notes that today’s
negotiations involve actors from culturally and tbigcally unfamiliar counterparts. Aman
Garcha echoes Solomon'’s sentiments, saying “global warigconsidered by many states to be
less accepted as a means of settling conflictlight of this new reality, Garcha premises, “The
guestion then becomes what the distinctive efféctutture on negotiation may be, both in
creating unexpected opportunities for dispute ex@ttint and imposing obstacles to agreement.”
Garcha further notes that an appreciation of th@agh of cultural consideration on the

negotiation process may lead to a better undernstgrad the negotiation process itself. He says

! (Garcha n.d.)



that negotiators must be mindful of the impact olture in the negotiation process, since this
can affect the hierarchy of the negotiating objedi themselves, as well as “behaviour

mannerisms or non-verbal cues that subtly blocKidence and trust”.

Zartman identifies “Actors”, “Structures/Processesid “Goal Values” as standing out for
special attention in a discussion of culture andotiation. Structure, he says, “refers to a
distribution of elements, usually elements of pofegrmeans) but also elements of value (ends).
[... ] [S]tructure matters, but only as it affect®pess, which matters too”. Zartman further cites
(Larson, 1992) in saying that while negotiators tmanachieve certain gaols, negotiations occur
within the confines of larger values, beginninghwihe processual assumption of reciprocity.
An analysis of “Actors”, Zartman notes, highlighte importance of culture. He says that these
actors should be studied individually in terms ledit psychological traits and operationally, in
terms of the roles they play. However, he notes th#s their collective behavioural traits
(culture) that provide intriguing targets of stutfiC]ulture helps to shape a negotiator’s sense of
the negotiating process, conceptual vocabularyofis$@nguage, attitude toward time, favoured
channel of communication, and use of the metlidhis follows on the premise that different
people negotiate differently and “one’s own assuomst appear to be normal and realistic,
because they are familiar and unquestioned wheatiatigg domestically* hence the concept

of American negotiation, Russian negotiation, Jasamegotiation, Chinese negotiation, etc.

2 (U.S. Negotiating Behaviour 2002)
% (Garchan.d.)



M odels of Negotiation

As China emerges as a superpower, whose econoesjiisated to become the world’s largest
as soon as 2012, with conservative estimates gutiat timeline at 2020 or 209 there is more
need to understand the Chinese culture and thelipates of what constitute “Chinese
negotiation”. However, this must be considered alation to existing model of negotiations,
which bears some particular differences from thén€e model. Ghauri (1998)ivides the
international business negotiation process intedtstages: (1) pre-negotiation, (2) negotiation,
and (3) post-negotiation, saying that each staternslitioned by factors such as culture, strategy,
background and atmosphere. Graham and Sano (188&)og a four-stage model: ice-breaking
takes place in the non-task sounding Stage 1,anhrtegotiators get acquainted with each other
but do not discuss business. This is followed Isk+t@lated exchange of information, Stage 2,
when negotiators outline their subjective needsmeterences and the alternatives open to them.
Sage 3, persuasion, involves attempts at influgntie other party’s needs and preferences
using various persuasive tactics. Concessions greement, Stage 4, is characterised by an

agreement, often the summation of a series of gsnmes.

Ghauri and Fang combine Ghuari’'s and Graham’s nsodall divide the Chinese business

negotiation process into three stages:

1. Pre-negotiation: lobbying, presentations, inforaiatussion and trust building;
2. Formal negotiation: task-related exchange of ingtram, persuasion, concession and

agreements; and

* (Economist 2010)
® Cited in (Ghauri and Fang n.d.)



3. Post-negotiation: implementation and new roundegfatiation.

They also speak of the People’s Republic of ChPBRE) Condition, “a set of contemporary
social and institutional forces driving the PRCceint was founded in 1949”. Boyer et al

identifies these as:

1. Politics: the pervasive influence of the Chinesen@wunist Party on every aspect of life
in China;

2. Economic Planning: in keeping with the politicak®m is centralised and characterised
by strong government control;

3. Legal Framework: is young, weak and unstable, inclwHaw is often subjected to
political ideology and influences by human factors;

4. Technology: of which the modern type is in shopdy;

5. Great size: large landmass and the world’s langegtlation

6. Backwardness: large segments of the populatiohlis®# below the poverty line while
education and infrastructural development is unerehunsatisfactory in many areas;

7. Rapid change: namely the coexistence of traditi@rahese cultural values and Western
lifestyles; and

8. Chinese bureaucracy: characterised both by red-#age quick buying according to

government priorities.

In addition to the socio-political and socioeconongircumstances informing the Chinese
negotiation process is Confucianism, the 2500-pdér-philosophy of human nature that
considers proper human relationships as the bésisctety” (Yum 1988). Ghaui and Fang list
the emphases of Confucianism as moral cultivatiather than legal power; interpersonal
relationships; family and group orientation; reggec age and hierarchy; avoidance of conflict
and need for harmony; and the concept of Chinese, fahich will be detailed subsequently.

(Yum 1988) says that in studying human nature aotivation, Confucianism sets forth four



principles “from which right conduct arisesen (humanism),yi (faithfulness),li (propriety),

and chih (wisdom or a liberal education). Confucian soetisuch as China, have developed

interpersonal relationship patterns that are glifterent from those with individualistic patterns,

such as North America, as illustrated below.

Table 1: Comparison of North American and the EAsian orientations to interpersonal
relationship patterns

East Asian Orientations

North American Orientations

1.

5.

Particularistic

Particular rules and interaction patterns are
applied depending upon the relationship and
context

Long-term and asymmetrical reciprocity

Sharp distinction between in-group and out-grg
members

Informal intermediaries
Personally known intermediaries
Frequently utilized for diverse relationships

Personal and public relationships often overlap

Universalistic
General and objective rules are applied acrosgshve
relationships and context

Short-term and symmetrical reciprocity or contratty
reciprocity

ulm-group and out-group distinction is not as sharp
Contractual intermediaries

Professional intermediaries
Utilized only for specific purposes

h

Personal and public relationships are often separatf

Source: J.0O. Yum, The Impact of Confucianism on Interpeeddrelationships and Communication Patterns in Eas

Asia

Yum further compares the North American and thet Bagan Orientations to Communication

Patterns, as illustrated in Table 2. In discus#imgphenomenon, she says:

Since the main function of communication under @or#n philosophy is to initiate,

develop, and maintain social relationships, therea istrong emphasis on the kind of

communication that promotes such relationships.ifgiance, it is very important in East

Asia to engage in small talk before initiating mesis and to communicate per-serialized

information, especially information that would heldlace each person in the proper con-

text. Communication is perceived to be an infinrterpretive process (Cheng, 1987),

which cannot be compartmentalized into sender, agesschannel, and receiver. It

presumes that each partner is engaged in an ongoiegss and that the relationship is

in flux.



Table 2: Comparison between the North American #mel East Asian Orientations to
Communication Patterns

East Asian Orientations North American Orientations
* Process orientation Outcome orientation
o Communication is perceived as a proce$sommunication is perceived as the transference of
of infinite interpretation messages
« Differentiated linguistic codes Less differentiated linguistic codes

o Different linguistics codes are used Linguistic codes are not as extensively differaetia

depending upon persons involved and| as East Asia
situations Direct communication emphasis

+ Indirect communication emphasis Direct communication is a norm despite the extans|v

o The use of indirect communication is | use of indirect communication
prevalent and accepted as normative | Sender centred

« Receiver centred Meaning is in the messages created by the sender
o Meaning is in the interpretation Emphasis is on how to formulate the best messages,
o Emphasis is on listening, sensitivity, andhow to improve source credibility, and how to
removal of preconception improve delivery skills

Sour ce: Adapted from J.O. Yum, The Impact of Confucianisminterpersonal Relationships and Communication
Patterns in East Asia

Confucianism was also one of the four key values{®vs 2008) identified as affecting Chinese
negotiation and other interaction. Winters noteat tGonfucianism emphasizes relationships,
characterised by total and complete respect forsgmed responsibility and obligation;
responsibility for the preservation of surface hanynand the collective good; and, hierarchy —
represented by meticulous observation of rank irckvithe individual is clearly subordinate to
the organization. Winters also speaks of the casaaipmianz) face (mentioned aboveuanxi
(relationship); andkeqi a combination of the wordse (guest) andgi (behaviour), meaning

“thoughtful, courteous and refined behaviour”.

Mianzi (giving face) is dependent upon the relationsieifwieen parties in that if a party is higher

up the hierarchy, the subordinate party is expetdeghsure that the higher ranking party does



not lose face. Winters describ@sianzi as “personal pride” and “the basis of a person’s
reputation and his or her social status in anymisiuation”. “Saving face,” “losing face” and
“giving face” are essential for successful in bess exchanges in a Chinese context since
causing someone to lose face can forever damag@oredhips. On the other hand, “giving face”
through moderately praise in the presence of gm&ifessional or social group earns respect and

loyalty and can contribute significantly towardsiféating negotiations

Guanxi (“relationships” or “connections) is especialtyportant since the Chinese put more faith
in people, rather than contracts, evidenced byatteence of lawyers from most negotiations
(Ghauri and Fang n.d.). Winters saygnxiis a fundamental aspect of Chinese culture and tha
the rightguanxi is necessary for surviving difficulties and fragitons in life and business, since
it speaks to supportive relationships based on ahutspect. (Yum 1988) also addresses this
point, saying that human relationships under Cadafusm “are not universalistic but

particularistic”. Yum elaborates thus:

“Human relationships under Confucianism are nowersalistic but particularistic. ...
[T]lhe warm human feelings gén are exercised according to one's relationship with
another person. Ethics in Confucian thought, tleeegfare based on relationships and
situations rather than on some absolute and abgjoacl. Instead of applying the same
rule to everybody with whom they interact, Eastahs differentially grade and regulate
relationships according to the level of intimadye tstatus of the persons involved, and
the particular context. The East Asian countrievehaeveloped elaborate social
interaction patterns for those whose social pasiéind relationship to oneself is known,

but there are few universal patterns that can péegpto someone who is not known.

(Solomon 1999) describes the situation this way:



“...In the negotiating process, contemporary Chingesek to recreate their own social
context and enmesh the foreign negotiator in age®that they can manage to their own
advantage. ... When the Chinese decide their interast served by building a
relationship with a foreign country, they can bghty skilled in drawing the officials of
that country into personal relations.” (p.31 &32)

Kéqi, in the business context, Winters says, meansatpatty should demonstrate humility and

modesty. Overstated claims of one’s abilities yhwa&irspect and are quite likely to be investigated.

(Ghauri and Fang n.d.) speaks to the peculiaritfabe Chinese negotiation process elaborating
on the intricacies of the various stages. In tteenggotiation stage, the Chinese are concerned
about securing the most advanced technology; tier @iarty’s capacity to deliver on time; and,
price, often crying poor. Lobbying may occur in jBeg and elsewhere and the foreign
negotiator might have to make the same presentaiordifferent negotiators. Chinese
negotiation teams are often large and may be regladthout explanation and may dwindle as
the negotiation, which are often stretched oveang Iperiod of time, progresses. During the pre-
negotiation stage, foreign negotiators need togaicular attention to trust building, which is
high in family but low outside kinship borders. thar, doing business with a second class firm
will make the Chinese lose face. Those wanting dobdsiness with the Chinese have to be
patience, especially since the Chinese is an eilisation and they tend to think that since they
have survived for millennia without something, dresthundred years would not make much of
a difference. Further, Chinese might lash out atdther party for no apparent reason, but the

intention is o test the other party’s response.
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During the formal negotiation, Chinese will be cemed about equity share and management
positions, wanting at least 50% of shares sincg tiedieve majority share leads to control.
Regarding the contributions of the parties, Chingfsen provide the tangibles while foreigners
provide the technology, the best of which the Cégnare trying to secure at the lowest transfer
cost to them. This modus operandi is informed lgyttiinking that the Chinese are exchanging
their large market for the technology. The perswrasactics employed by the Chinese include
flattery, identifying the opponent's problems, simndeception, and putting competing foreign
companies against each other. Chinese may dekheiat inadvertently use any of the “Thirty-
six Stratagems”, 300-year-old writings that sugdastics to be used in politics, war, as well as
in civil interaction. The stratagems, all of whiale characterised by deception, can be grouped
under six broad categories, namely: (1) stratagehen in a superior position; (2) stratagems for
confrontation; (3) stratagems for attack; (4) stg&ims for confused situations; (5) stratagems for

gaining ground; and (6) stratagems for desperaiat&ns.

Regarding concession and benefits, when contraetéoabe entered into, the Chinese weigh
words meticulously when clauses affect them aneathissues affecting foreigners as generally
as possible. They stimulate the other party to sii®Wwand. The post negotiation is characterised
by the PRC condition discussed above and a condi@es not necessarily signify the end of
negotiations but the basis for further negotiatiorfact, the basic Chinese attitude to contracting
is problem solving based on the changing situatimssead of the actual contracts. Flatly

rejecting the implementation of the agreement gdytaiolate the ‘law of Chinese face’
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Conclusion
As the discussion above shows, globalisation brtogether with increasing frequency entities
that hitherto had little interaction with each athhifts in global economics indicate that China
will increasingly become an important actor in mtgional affairs. Culture is an important
element of negotiations since it informs the atk#wf negotiators in addition to the context,
process and outcome of the actually negotiatiormwvéver, notwithstanding the age of its
civilisation and the importance of culture to thegatiation process, the Chinese is a culture that
is not understood by many non-Chinese societies drieates peculiar challenges for interstate
and cross-cultural negotiations and highlights itn@ortance for understanding the ways in
which culture affects individuals and their appto&s the negotiation process. In “How Giving
Face Can Brew SuccesgMarch n.d.), details the experience in China deP8&enjamin, the
owner of an Australian chemical engineering corswdy, who, despite his warning that “[m]any
Chinese see it as their patriotic duty to shootrmdoveigners”, has been successful in China and
designed many of the country’s modern breweriegjdgin offers the following advice to those
wanting to do business in China:

First, do not be distracted by cultural differenddaderstand them, learn to work within

them, but do not be led astray by them. In my fuiegotiation, | probably spent too much

time on the cultural aspects and not enough obuk@ess elements.

Second, know that nothing is ever fully resolvecheTChinese see a contractual
agreement as only a starting point in business. némd to be flexible and work with this,
rather than fight against it.

Third, know that face is most important. | haverstree Chinese build bad breweries they
knew were wrong, just because they did not know tmacknowledge they had made a

mistake without losing face. Learn how to give face

12



Most importantly, be prepared to make the Chinesgk Igood. China is all about
reciprocal favours, and if you make them look gogul) will do an enormous service to

yourself.
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