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Chapter One

The Overview on International
Business Negotiation

1.1 Some Basic Concepts of Negotiation

1.1.1 What Is Negotiation?

The word “negotiation” derives from the Latin infinitive “negotiari” ( f§{% 584 & ) which
means “to trade or do business”. This word itself is from another word, “negare” (354%) , mean-
ing “to deny” and a noun, “otium” ({KPf), meaning “leisure”. Thus, the ancient Roman busi-
nessperson would “deny leisure” until the business has been settled. Negotiation is a common hu-
man activity as well as a process that people undertake everyday to manage their relationships such
a buyer and a seller, a husband and wife, children and parents. As the stakes in some of these ne-
gotiations are not very high, people need not have to get preparations for the process and the out-
come. But in international business negotiations, the stakes are usually high, people cannot ignore
this fact, and they have to get preplans in a more careful way. Both parties in this kind of negotia-
tion should contact each other so that they can get a better deal rather than simply accepting or re-
jecting what the other is offering. The whole process of negotiation is based upon the premise that
both parties are interdependent, that is, one side cannot get what he/she wants without taking the
other into consideration. In the process of negotiation, there are no rules, tradition, rational meth-
ods or higher authorities available to resolve their conflict once it crops up. Negotiation is a volun-
tary process of giving and taking where both parties amend their offers and modify their expecta-
tions so as to come closer to each other and they can quit, at any time.

1.1.2 Why Do People Negotiate?

Negotiation is at the heart of every transaction and, for the most part, it comes down to the
interaction between two sides with a common goal ( profits) but divergent methods. These meth-
ods (the details of the contract) must be negotiated to the satisfaction of both parties. As we will
see later that it can be a very trying process that is full of confrontation and concession. Whether it
is trade or investment, one party will always arrive at the negotiation table in a position of greater
power. That power ( the potential for the profits ) may derive from the extent of the demand or
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from the ability to supply. The purpose of negotiation is to redistribute that potential. There is no
such thing as “to take it or leave it” in international business. In fact, everything is negotiable, It
all depends on the expertise of the negotiators.

1.2 An Overall Framework of International Business Negotia-
tion

International business negotiation is a consultative process between governments, trade organ-

izations, multinational enterprises, private business firms and buyers and sellers in relation to in-

vestment and import and export of products, machinery and equipments and technology. Negotia-
tion is one of the important steps taken towards completing import and export trade agreements.

To reach the desired results, the negotiators must seriously carry out the relative trade policies
of their own countries. They should have good manners and speak fluent English. They should
have a profound knowledge of professional technology and international markets. They should
know the specifications, packing, features and advantages of the products and be able to use idio-
matic and professional terms. They should know something about the counterparts, such as their
habits and customs in order to easily find harmony with them when negotiating business.

In general, an overall framework of international business negotiation covers the following as-
pects: background factors, the atmosphere and the process.

1.2.1 Background Factors

Background factors refer to objectives, environment, markets position, third parties and ne-
gotiators. They influence the process of negotiation and the atmosphere in a positive or negative
way. Objectives mean what each side desires to achieve in the end. They are common, conflicting
or complementary interests in both sides’ wanting a successful transaction to take place; their inter-
ests conflict as profit to one is cost to the other; and complementary interest brings them together.
Common and complementary objectives leave direct and positive effects while conflicting objec-
tives have negative ones on the negotiation process. Environment here is defined as the political ,
social and structural factors related to both parties. It often hinders the process in international ne-
gotiation. This is more typically the case with those parties that are not familiar to each other with
their different backgrounds. Political and social aspects can affect the process whereas market
structure does the atmosphere. The market position of the parties involved plays a leading role in
the negotiation process. The third parties such as governments, brokers, consultants and so on
may influence the process with their own objectives. Negotiators affect the negotiating process by
means of their own experience and negotiating skills.

1.2.2 Atmosphere
The atmosphere is of great importance to the whole process of the international business nego-
tiation. The atmosphere and the process influence each other at each stage. Atmosphere refers to
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the perceived “milieu” (4 f) around the interaction, how each party regards the other’s behav-
ior, and the properties of the process. It has to do with people’s perception of reality. To be more
exact, in negotiation it is the perception of reality that is far more important than the reality itself.
Some characteristics of the atmosphere are dominant at one stage; others at other stages. For ex-
ample, cooperation is dominant at the pre-negotiation rather than conflict, as both sides look for
mutual solutions. Different characteristics of atmosphere dominate from process to process. These
characteristics are classified as conflict vs cooperation, power vs dependence and expectations.
The existence of conflict and cooperation is a fundamental characteristic of the negotiation process.
On one hand, both sides have some common interests in finding a solution to the problem that fits
them both. On the other hand, a conflict of interest may arise, as cost to one can mean income to
the other. The relation between power and dependence is closely related to the actual power rela-
tion, which is affected by the value of the relationship to the sides and their available alternatives.
As for expectations, there are two types: long-term expectations with respect to the possibilities
and values of future business; short-term expectations regarding prospects for the present deal. Ex-
pectations develop and change in different stages of the process.

1.2.3 Process of Negotiation

The process of international business negotiation is made up of the three different stages. A
stage is defined as a specific part of the process and covers all actions and communications by ei-
ther side pertaining to negotiations made during that part. Either side communicates with the other
to exchange information within each stage. A specific stage comes to an end where both sides de-
cide to proceed on to the next stage or decide to abandon the communication if they see no point in
further negotiations. The three different stages are; pre-negotiation, face-to face-negotiation and
post-negotiation.

Pre-Negotiation

The pre-negotiation stage starts from the first contact between the two sides whose interest in -

doing business with each other is shown. From this stage on, both sides begin to understand one
another’s needs and evaluate the benefits of entering into the process of negotiation. This stage is
more usually important than the formal negotiations in the international business relationship. So-
cial and informal relationships between negotiators, trust and confidence in each other are of great
help. Both sides now also start to form their strategy for face-to-face negotiation as well as try to
foresee and take precautions against possible events. To be fully prepared before the negotiation,
negotiators shall have to take into consideration the following two aspects: environmental factors
and gathering of information.

The environmental factors refer to politics, religious belief, legal system, business practices,
social customs, financial state, infrastructure and climate, which will affect the negotiation in a
direct or indirect way. The gathering of information includes that of markets, science and technol-
ogy, policy and regulations, finance and of the opponent, it may in some way determine the suc-
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