Comparison: International Business Negotiation 
(China & USA) 

Word count: 3134. 

Introduction: 

With the globalization of world businesses, China has become an appealing market for foreign investors. The problem of cross-cultural management arises as the cooperation between China and its culturally different Western partners continues to increase at an unprecedented rate. This paper presents an understanding on the general cultural differences between United States of America and People's Republic of China (PRC) by applying the cultural dimensions of Hofstede and Bond: power distance, collective vs. individualism, feminity vs. masculinity and uncertainty avoidance in each culture is considered to give a better indication of the likely differences that will certainly be confronted at the negotiation table. 
Our essay tries to recognize some of the distinctive traits that Chinese culture and American culture will display when negotiating. These include sensitivity to time, emotional control, team organization, negotiating objectives and different levels of cultural importance applied to a relationship building. 

Cultural differences in negotiation 

Negotiations are crucial to business alliances; Firms are increasingly forming international partnerships as a response to industrial globalization, these processes can become more complicated if there are language barriers, differences in cultural values, customs, and lifestyles, such as United States of America(USA) negotiating with the People's Republic of China (PRC) (stark et al., 2005). According to Appendix 1 cultural clusters, Chinese culture belongs to the Confusion Asia, whereas USA's culture belongs to the Anglo culture ( Gupta, Hanges & Dorfman , 2002). There are various differences in culture between these two countries. 

To elucidate the differences between China and the US, we will refer to Hofstede's four cultural dimensions of power distance, individualism/collectivism, masculinity/femininity, and uncertainty avoidance. Further research by Michael Bond identified a fifth dimension called long-term/short-term orientation (Fan & Zigang, 2004). 

� Power distance- 

It is defined as the extent to which the less powerful members of the institutions and organizations within a country expect and accept that power is distributed unequally (Hofstede, 1991, p.28). Differences in the power distance culture between organizations, countries can influence the team organization and Decision making in international business negotiations. In terms of power distance scores, china scores 80 and USA scores 40 (Appendix 2). This score indicates that Chinese accept the fact that power is unevenly distributed in the society and business, however in USA equality and opportunity for everyone is stressed and the differences between citizen's power and wealth are de-emphasized (Fan & Zigang, 2004). 

� Individualism/collectivism- 

Individualism focuses on the degree the society reinforces individual or collective achievement and interpersonal relationships. Under different extents of individualism, people have different ways of communication and emotional control, which could effect how the teams act in the negotiations (Hofstede, 1991). On the Individualism scores, China scores 20 and USA scores 91 (appendix2). Such obvious differences indicate that human relationships in business are more likely to be group focused in china rather then the more individualistic nature of Americans. These types of human ties lead to a more collective group in china. In business the group culture rather than loose relationships is more common in china than in the USA. In addition, this differences not only exists between china and USA, but also exists between Asian and western countries (Fan & Zigang, 2004). 

� masculinity/femininity- 

Masculinity measures on the degree that society reinforces the traditional masculine role model of male achievement, control and power. In the strong masculinity culture, men plays vital roles in business area and are supposed to be more concerned about achievements outside the home. Also in the negotiation teams, male negotiators from high masculinity culture may tend to control the whole process, from team organization the decision making (Hofstede, 1991). In terms of masculinity scores, China scores 50 and USA scores 62 (Appendix 2). The difference between China and USA is not as remarkable as in the other dimensions. One of the reasons may be the rapid economic growth in China and the immense foreign direct investment (FDI) which has provided women in China with more education and work opportunities (stark et al., 2005). In addition, western management style also has an influence on the traditional roles. Women play equally important role in the Western business culture and roles which were male dominated in the past have now opened to females (Fan & Zigang, 2004). 

� uncertainty avoidance- 

Uncertainty avoidance focuses on the level of tolerance for uncertainty and ambiguity within the local society. In a business area, the different uncertainty avoidance extent results in different risk attitudes (Hofstede, 1991). In terms of the Uncertainty Avoidance score, China scores 60 and USA scores 46 (Appendix 2). It means that China has higher values for uncertainty avoidance than USA, Which shows that Chinese are relatively risk-avoiding while Americans are relatively risk-taking (Fan & Zigang, 2004). 

� long-term/short-term orientation- 

It regards the degree that the society embraces, or doesn't embrace, long-term devotion to traditional, forward thinking values. In business negotiations, the negotiators from long term orientation culture tend to establish long term relationship with their counterparts. The people from short term orientated culture may focus more on signing a legally bidding contract. In terms of long-term orientation score, China scores 118 and USA scores 29(Appendix 2). Confucianism particularly emphasized the importance of perseverance and thrift. Also, in the modern society of China, the personal long-term relationship (Guanxi) plays a very important role in people's everyday life. Hence, it is not surprising that China has significantly higher score then USA (Fan & Zigang, 2004). 

As examined above, few of the most significant cultural differences between China and USA occur in terms of power distance, individualism and long term orientation. It has been widely accepted that cultural differences greatly affect human thinking and behavior and thus business negotiations. The significant differences between USA and China seem to affect some aspects of their management practice as well (Fan & Zigang, 2004). The Chinese tend to be group-based economies and have a clearer hierarchical structure in their decision process, whereas USA is more individualistic and loosely organized. 

Negotiation Traits 

The following section identifies the five negotiation traits, affected by different cultures and shows the possible distinction that each trait or factor may take. With this knowledge an international business negotiator can understand better the differences in the negotiation styles and approaches of his counterparts which in turn will provide a significant advantage at the negotiating table. 

Ways of Communication 

Ways of communication vary amongst these two countries. One place emphases on direct and simple methods of communication; others rely heavily on indirect and complex methods. It has been observed, that the United States act very direct and the Chinese are more indirect in their business dealings. Persons with an indirect style of communication often make assumptions about the level of knowledge possessed by their counterparts and to a significant extent communicate with oblique references, circumlocutions, vague allusions, figurative forms of speech, facial expressions, gestures and other kinds of body language (Salacuse J, 1999). In a culture like American they value directness; one can expect to receive a clear and definite response to proposals and questions. In culture that relies on indirect communication, such as the Chinese, reaction to proposals may be gained by interpreting seemly indefinite comments, gestures, and other signs. 
In Chinese way of communication Authorities and experts have been considered as the most important party to decide the destination and decision in negotiation, and make final decisions. This vertical relationship has affected the opinion and negotiation behaviors. In contrast, in American, the relation between is horizontal, and parties in communication is in a fair and equal position (ZHAO. W. J., 2002. The confrontation of these styles of communication in the same negotiation can lead to friction.) For example, the indirect ways Japanese negotiators express disapproval have often led foreign business executives to believe that their proposals were still under consideration when they had in fact been rejected already. In the Camp David negotiations, the Israeli preference for direct forms of communication and the Egyptian tendency to favor indirect forms sometimes exacerbated relations between the two sides. The Egyptians interpreted Israeli directness as aggressiveness and, therefore, an insult. The Israelis viewed Egyptian indirectness with impatience and suspected them of insincerity, of not saying what they meant (Salacuse J, 1999). 
Time sensitivity 
One of the most significant aspects in Cross culture negotiations is the difference in time sensitivity between cultures, especially while managing a time of negotiation. The time sense is an understanding of how people perceive and manage time. It divides into two different terms which are Polychromic time use, sometimes called "p-time" or "polychronicity (Edward, 1959). Polychromic time use occurs when a person does more than one activity at the same time, usually with varying levels of attention paid to each. In polychromic cultures, time is continuous, with no particular structure, and they preferably to work as they see fit without a strict schedule. Whereas, in monochromic cultures people do one thing at a time during a specified time period, (Lane, Carol, Kaufman, 1989) to them time is discrete, not continuous. In a workforce, monochrons plan in detail, making lists, keeping track of their activities, and organizing their time into a daily routine (www.harley.com/writing/time-sense.html). Therefore, USA culture has adapted a monochromic time us, while China culture has adapted a polychromic time use system. 
For the Americans, time is thought of being linear. People are expected to do one thing at a time, and they will not tolerate lateness or interruptions. Time is very valuable and meaning commitment. With Americans, punctuality has always been a priority (Edward, 1959). As American negotiators, they will organize their appointments to fit into their schedules and be there on time for their appointments, in order to complete each tasks in certain time as intended. 
On the other hand, a polychromic usage is dominant in China. It is acceptable (and even desirable) to be late. Although the Chinese are likely to handle more than one task at a time, they won't care if someone interrupts them during their work time or even during their break time. To them all time is the same. Chinese organizations are simply not as time-sensitive as US companies, and this is often a source of tension and problems. Either builds some sort of incentive for meeting deadlines in to the agreement (http://diligencechina.com/blog/?page_id+23).Chinese are also considered as slow negotiators, the reason to that is due to culture differences. Their negotiation is based on the relationship between parties; they spend their time to get to know the other party, in order to 
build up trust before negotiating or making deals. For example asking questions about family, accommodation, sports etc, which are only tend towards forming a friendship. 

Negotiation objectives, Contract or Relationship 
A negotiation objective is the purpose or intent of the negotiation which influenced by different cultural backgrounds between the parties. Important values in countries labeled "long-term orientation" include persistence, using status to order relationships, thrift, and having a sense of shame. Important values in countries considered "short-term orientation" include personal steadiness and stability, protecting your "face," respect for tradition, and reciprocation of greetings, favors, and gifts (Lere and Portz, 2005). 
According to Hofstede's dimension model, China is considered as long-term orientated culture as they tend to build up relationship first before start negotiating. They take as much time and effort into developing personal relationships with the other party. Traditionally, personality is viewed as a natural fact. In such negotiations, people reveal their representations of personality (http://darkwing.uoregon.edu/~interact/negotiation.html ), just like any other country the people involved and their views of one another are important to the outcome of negotiations. On the other hand, Americans from a short term oriented culture tend to focus more on getting their work done and getting a signature on a contract. 
American negotiators usually have their primary negotiating aim which is signing a contract between the parties. They consider the signed contract as a definitive set of rights and duties strictly binding the two parties by understanding of the agreement from both parties then "shake-hands" when the agreement is reached (http://www.geert-hofstede.com ). Then again, the Chinese way of shake-hands does not necessary mean the "deal is done", it can either mean nice talking to you or thank you for coming. Moreover, the Chinese unlike most other nationalities take none of the standard international contract terms for granted (Blackman, 1997). They are not predisposed to written contracts, because written contract contains specific details which limiting changes. Even when the final version of the contract is presented and signed, they always expect a contract to be open to renegotiation but they do not tend to litigate. They resolve conflicts through informal approach, so that the relationship between two parties can be preserved. 
Chinese businessmen genially put their trust in individuals rather than in institutions, therefore explains why Chinese culture are based on relationship and why they spend much longer time in negotiation or more effort to renegotiated, whereas the Americans are exactly opposite. Some features of the American approach, some good, some bad, and some both, are; 1) optimism that almost everything is negotiable; 2) a tendency to focus more on the deal than the relationship; 3) a commitment to finding "win/win" solutions to issues; 4) an obsession with monochromatic time; and 5) a low level of negotiator-knowledge about other countries (stemple, 2002). All of these are intentionally to the primary goal in negotiation which is aiming towards a legally signed contract. 
Emotionalism control 
There are different levels of Emotionalism, high or low emotionalism relates to the differing views between cultures as to the appropriateness of displaying emotions on the negotiation table. According to Salacuse J(1999) people in United states show their emotions on the negotiation table, where as Chinese negotiators tend to hide there feeling. Various cultures have different rules as to the appropriateness and form of displaying emotions, and their rules are brought to the negotiating table as well. Appendix 3 shows that United States has higher degree of emotionalism as compared to china. (Salacuse J, 1999) The main reason for low emotionalism of Chinese negotiators is that, in the Chinese society, social harmony is a core social element. In order to maintain a harmonious and friendly business negotiation atmosphere, Chinese negotiators prefer to avoid direct confronting and challenging their counterparts, thus avoiding the impression of improper attitude and making them "lose face" (Blackman C, 1997). 
Team organization: 
As there are differences in the Power Distance amongst countries, decision making process also differs between these countries. Culture plays one important factor that affects how executives organize themselves to negotiate a deal. Some cultures emphasize the individual while others stress the group. One type is the negotiating team with a supreme leader who has complete authority to decide all matters; here the negotiating team is usually small. Many American teams tend to follow this approach. Where as the Chinese usually have a large team, as they stress on team negotiation and consensus decision making. When US negotiators negotiates with Chinese team, it may not be apparent who the leader is and who has the authority to commit the side. 
For example, while negotiating in China on a major deal, it would not be uncommon for the Americans to arrive at the table with three people and for the Chinese to show up with ten. Similarly, the one-leader team is usually prepared to make commitments more quickly than a negotiating team organized on the basis of consensus. As a result, the consensus type of organization usually takes more time to negotiate a deal (Salacuse J, 2005) 
Conclusion 
It is important to improve ability of comprehension on different cultures and recognize the differences of culture. As the development of Chinese economy, resent research shows that there is a significant increase in the amount of international contracts and co-operation. As the increasing demand to understand Chinese culture, more and more scholars began to pay attention on the effects of different cultures. A concentration of arguments is on the effect on international negotiation between china and America, the countries with biggest population and strongest economy. (Fisher. P. W.) 
By applying Hofstede's and Bond's cultural dimensions, a cultural comparison between America and China is made. The two countries differ greatly in nearly all the aspects. There are several findings from this cultural comparison. First, Chinese managers are more likely to favour cooperative strategies than American managers and American managers place greater importance on contractual safeguards than Chinese managers. Second, when faced with conflicts, Chinese managers tend to use indirect forms of influence that involve the assistance of a third party while Americans prefer to use direct and open forms. Third, Chinese managers tend to make less risky decisions than American managers. Fourth, the Chinese pay more attention to build social and interpersonal relations than Americans. (Fan & Zigang, 2004). 
Due to global economic integration the world has increasingly become smaller and negotiators could make mistakes of assuming cultural barriers have melted. 
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