International Business Simulation: BUYING Cinnamon from India

As a sole proprietor, you are an export merchant operating out of Monterey CA, Doing Business As Central Coast Foodie International. You specialize in importing and exporting foodstuff worldwide. 

Cinnamon is one of the oldest traded spices in the world. It is believed that Cinnamon is native of Sri Lanka (formerly known as Ceylon). Cinnamon is harvested from a tall tree, although Arabian traders used to pretend that they retrieved it from the phoenix bird's nests in marshes guarded by winged serpents and bats. This was to deter potential rivals from entering the spice trade. The bark of the cinnamon tree rolls up while drying in the sun, and forms what we know as a cinnamon stick, which is used in this form or ground into a fine powder. For aromatherapy and other medicinal purposes, oil is made from the bark or the leaves. A related but less-expensive oil is made from the Chinese cassia plant. There are several native variations of the cinnamon tree (Sri Lanka Verum, Indonesia Burmannii, Vietnamese Loureiroi, Chinese Cassia). Overall, Sri Lankan Verum cinnamon is considered the best: it is more aromatic, subtle, and less allergenic (lower levels of toxic coumarin) than Chinese Cassia cinnamon. For these reasons, Sri Lankan cinnamon is more expensive than the Chinese cinnamon. As with all spices, there are various grades of quality, depending on provenance, production methods (e.g. organic or conventional), and most importantly freshness, as spices are perishable. Cinnamon is no exception, being at its peak for the first 3 weeks, and then very gradually losing flavor and nutrients.
Egyptians imported cinnamon from China and used it as a medicine and food enhancer. Since then it has been used in many food recipes across the world, from infant formula and curries in India to cinnamon rolls in the USA and Nordic Europe, to Mexican hot chocolate. 
Global annual production of cinnamons totals 27,500-35,000 tons. The main producers are Indonesia, Sri Lanka and China. Smaller volume producers include Seychelles, Madagascar, India and Vietnam.

You are on a scouting tour of Southern India, looking for new food and spice supplies to import back to the USA. Yesterday, MT Govindaluri, your long-time business partner in Madras, contacted you with a proposal that "you should not pass". MT says he has secured 500 pounds of top-grade Sri Lankan Verum cinnamon in the form of individually sealed-wrapped sticks. They are at their peak of freshness now, but will only remain so for a little over two weeks. As you know, any delay passed their prime would gradually reduce their retail value over the next two years, at which point they would be worthless.

	Like the true professional that you are, you have not wasted any minute. After doing some preliminary research, the typical wholesale price in India for cinnamon seems to be at least 250 Rupees per pound. But this is for average quality grade, which is not the case of the present shipment. It is hard to tell what the appropriate price should be because this level of quality is very very rare, and cinnamon prices vary every day, based on supply and demand worldwide. Looking up trade leads on the Internet today, the highest price you have encountered locally appears to be R500 per pound for the good stuff, but it’s hard to tell whether the quality compares with this shipment or not. MT sounded like this shipment is of truly exceptional quality. If so, its value might be higher than R500, possibly as high as 700?? MT already told you that this shipment was raising interest among his regular clients, and a Chinese apothecary already offered R475 per pound, but MT turned him down because he thinks he can find better offers for such as high quality.

	You have also researched shipping cost. Airfreight must be arranged in order to ensure express delivery to whoever will buy cinnamon from you in the USA. If shipped from India with 3-5 business day guaranteed delivery to a US location, your shipping cost would be around $4K for a 500-pound shipment or $3K for a 250-pound shipment, which is very expensive, but can't be helped if you want to maintain maximum freshness. The good news is that cinnamon can be imported from India into the USA duty free –sweet!

	You’ve also started looking for a potential buyer of this shipment in the USA. Small retailers typically sell organic premium cinnamon sticks to final customers for $50 a pound minimum, but these retailers only buy small quantities from a wholesaler such as you, so you would have to find dozens of small retailers to sell the 500 pounds if you went that route. Possible but very time consuming, and the product would lose some its value as time flies... An option would be to go to a bigger buyer, like a big pharmaceutical company (but you reckon they typically are more interested in cinnamon oil than sticks) or a big industrial manufacturer of high-end cookies or ethnic baby food? These guys typically buy very large quantities on a monthly basis, not a one-time shipment…
More promising is your buddy at this San Diego chocolate company who makes powdered Mexican chocolate mixes. He said he might be interested in buying as much as half of this shipment (so up to 250 pounds). He said that, assuming exceptional quality –which would have to be verified—, $23 per pound was a reasonable price for him to pay to you. So you reckon after some back-and-forth with him you could probably settle on a selling price to his company of $25 per pound.

	Last time you met MT in India was 4 months ago. After a very good deal you closed together you went out to celebrate with a couple of his employees, and being a nice host, MT paid for the whole dinner. You are going to meet with MT in a few hours to discuss this cinnamon purchase, and you now need to finish preparing for the negotiation. You expect the price negotiation to be in Rupees per pound as usual. Today, one USD is worth Indian Rupee 66.

NOTE: In order to avoid confusion, please base your decisions on the data provided in the case. Please avoid making personal assumptions not mentioned in the case. 

Question 1: Before going into your meeting with MT Govindaluri, please write yourself two pages of advice about how you are going to behave when you two meet: greeting, gift-giving [choose from the Gift bag], tone and topics of conversation, negotiation style, etc. Please use the sources listed in Appendix below.

[bookmark: _GoBack]Question 2: Prepare the business negotiation by figuring out your BATNA and reservation price, guesstimate the potential ZOPA (explain how you can up with your figures), as well as any argument and counter-argument you think relevant. You goal going into this negotiation is to settle on a price and quantity that will maximize your profit as a trade intermediary between India and the USA.


Sources for Researching Indian Business Etiquette
You are about to go on a business trip to India and you decided to write a short memo of tips and advice on how to behave while conducting business and negotiating in India, to make sure you understand the locals' behaviors and respect their culture. 
Use the following sources to write two pages of tips and advice:
· FourHourWeek: "How to Negotiate Like an Indian"
· India Horizonz
· Kwintessential
· Cyborlink
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