EI R B

— M Z BT 55
(RXhR « EE=hR)

e PEARKZF HMAE



S8 1 Lo cs et BT L B ied BN G B R o e LR ST N R

International
Business Negotiation

—Theory, Cases and Practices

E AKX HR
el



BHERRE (CIP) 8iE

EEREFRA: Bie, REMTEELR: B/ATE. 3K —tx. PEARK¥EHEK
ft, 2012.5

2 HEERER SRS R

ISBN 978-7-300-15819-8

I.OE- I.08- [0 .OHFRES HFRA-BEER-MM-33C . OF740.41
" E AR AR B 34E CIP $dE#% T (2012) 45 096088 &

I HREF2F5 T 5 &5 #H
& Br g & A

— i, BH WL L&
(FEXRR « B=RO

A & %

Guoji Shangwu Tanpan

—Lilun Anlifenxi yu Shijian

HEZRIT HEARKEERM

# o dERTRNAEIL S HBBZRES 100080
B 3% 010-62511242 (%) 010 - 62511398 (&)

010 - 82501766 (HRIER) 010 - 62514148 (J'1H#)

010- 62515195 (RAFARED 010 - 62515275 (R4
7] #t  http.//www. crup. com. cn

http://www. ttrnet. com (A KEBFR])
% B HEBE
B B =W &enFEmAE B & 2002411 A1k
M & 185mmX260mm 16 FFA 20124E 6 A% 3K
B 3% 145 W1 B %k 201246 A% 1 kER
F ¥ 290 000 £ #r 28.007C

IR AR ILBL EP3c sk Pt



20 B [RBRERIS G B b S Fkt

A 2 &) 4

A Bt 51 =ZKE

HigEy . e T BASERKIRATER, NRAAE., RASH.
WRAGARIFIZE . WA RAZTTHEE. RAFOHE, HRRASE
B EEERIERIPRB . RAETIE T W, iz RIRR IS5 X5 na
WRALTRM T ERRHTT LEL K.

RO BB OUE, RETHMRRGSH, Friggtn
REIRE MR ZEZRARFIAMPRBER, BA BB RS FE X
ARG TEXT E 2 EERRT 5 RN R B BR A 2 A Rl LSR5

BHRA . BWAIRAIM R A HLHG], I TENREGINTE,
AT BRI T, FIEERAE G T LA LBSL R R AN E R A
CRHBILE R, DIRBE B8R, i, BEEREHALGSGZENES
W R B EATS .



21 MEELIRIBRERTT T 9080 & SR

UK

Hiz, ##%, HLAERW, EHATUARE S EEEREREFHA
B¥be, EVERRRSRA. SRR LE. ERADMEREFSES
B G TN 2IGERIR . AR TR S 4N EE¥, Z/REH
A, REBGERL, FBHRAEE. TERROEIEREERRF. ik
PIEWS=RHAS. BRAS. E5FERBIGES0 R, BREE 5,
Bt 8 88, HrpIbRUORE SR LI 2 B, JLETTRE GBO 2 3, BER ‘T
—I” ARIEA 18, BRI R 2B T AR P ERNBUK
BHEZRMES, SMdSHKBBTHEMA S RA.



21 HERSTHIBRERTT 55T b £ S

Preface of the
Third Edition

With rapid development of China’s economy and trade, International
Business Negotiation has become a core course for such majors as interna-
tional trade, international commerce, marketing, business English, etc. af-
ter more than a decade of effort, which is a change that pushes up demand
for high quality textbook of international business negotiation.

After the publication of its first edition in 2002, the textbook of Inter-
national Business Negotiation has adhered to the essential development trend
of the course, teaching students basic principles and laws of negotiations,
underlining such elements as negotiation motivation and structure, major
factors influencing results of negotiations, and application of the aforemen-
tioned knowledge into practices. The third edition, keeping the same spirit,
has made the revision from the following aspects;

® To enhance students’ capability in understanding and using negotia-

tion knowledge by adding examples as how to design best alternative to a
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negotiated agreement (BATNA) and how to determine reservation point,

® Deleting the part of negotiating around the world for fear of leading students into
over simplifying and generating complicated international negotiation situations.

® Introducing Hofstede and Bond research findings, the worldwide well-known research
achievement in business culture, into text for purposes of highlighting their value.

® Increasing number of simulation cases, for instance, financial leasing case, Chi-
na-Japan iron ore negotiation, economic recession, the World Bank water supply case,
etc. The simulations require students to find out the focus of each case, so that they
will be able to fix on the main points of each case, the most important interests of each
party, etc. and finally learn how to conduct a negotiation.

® Revising and replacing a number of case studies to make them more relevant and
updating,

To meet needs of rapid expansion of international commercial exchanges, the text
book preserves its property of Chinese-English publications. In addition, for teaching
purpose, referential answers for questions of simulation and case studies are provided. *
Due to its persistence in negotiation principles, creativeness and keeping-up with chan-
ges, the second edition published in 2008 has been well received by professors and
students of many universities, Taking the chance of the publication of the third edition,

the author would like to extend her sincere gratitude here.

Bai Yuan
March 25, 2012

* (R IT AT A K AR P T B R.
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Chapter 1

Negotiation Motives and Key Terminology

Key Issues

® What are the fundamental causes of conflicts?
® What are the basic approaches to the settlements of the conflicts?
® How are negotiation, conflict and stake defined?

® Why do people negotiate?

Human beings live in a finite world, but their appetites are oriented to
the infinite. As a result, man’s unlimited demand has constantly given rise
to conflicts between such demand and limited, scarce natural resources. To
find a way out, the science of economics has been developed to study alter-
native ways to use scarce and limited but productive resources to produce
goods and services to satisfy man’s unlimited demand. Man’s endless need
and demand not only produce confrontation against nature but trigger con-

flicts among themselves. The long lasting negotiations between Israel and
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Syria on returning of Israeli occupied territory—Golenhigh site an example to the point.
On the 11% of the territory Israel agreed to return, there is a lake providing fresh water
to Israeli people. Because of serious shortage of fresh water in that area, the lake be-
came vital to the people of the both countries. Israeli government’s target in the negoti-
ation was to make sure that after the returning of the territory, Israel could continuous-
ly fetch water from the lake. So the water issue became the focus of the negotiation and
increased complexity of the talks.

Water conflict in the Middle East is simply one typical issue among countless dis-
putes of similar nature between countries and nations. Territory in Kashmir, oil in the
Middle East and diamond in the South Africa have all provoked and stirred up serious
and long lasting military and political confrontations among countries both nearby and
far away. There are also other serious confrontations and conflicts induced by social,
religious, cultural and political events; however, the majority of the conflicts have di-
rect and indirect economic background. Human beings are living in a world full of con-
tradictions, disputes and confrontations,

How to resolve and tackle these problems has always been the chief concern of all
countries and states. To look throughout human history, generally speaking, two ap-
proaches have been applied to conflict settlement: military means and peaceful means.
Countless battles and wars, both worldwide wars and regional wars have been fought
resulting in loss of millions of lives and ruins of property. As an alternative to military
forces, weapons and guns, negotiations have also been employed to manage conflicts
and settle disputes, thus negotiations are also referred to as peaceful means or political
approach. The two approaches have always backed each other and functioned in an al-
ternative way. However, after the Second World War, the devastating consequence of
the war has made people all over the world realize a solid fact that coordination through
negotiations is no doubt a better solution for various conflicts and disputes. With the
further development of economic globalization and integration, negotiations have been
widely implemented in social life of all kinds, particularly in business activities. To a-
dapt to nowadays business world, it is all necessary for business majored students to
have a better understanding of the activities of negotiations, and be able to answer the
questions of why negotiation happens and how it happens.

It is misleading to conceive that negotiations are only applied to significant issues.
As a matter of fact, negotiations are applied to all situations of conflicts, arguments and
bargaining arising in the normal course of business, personal relations and daily life.
Everyone has been engaged in negotiations in such daily activities as shopping, arguing

with someone else and dealing with people around.
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Like it or not, everyone is a negotiator. Negotiation is a fact of life. You may dis-
cuss the chance of promotion with your boss. You try to agree with a stranger on a
price for his house. Two lawyers try to settle a lawsuit arising from a car accident. A
group of oil companies plan a joint venture exploring for offshore oil. A city official
meets with union leaders to avert a transit strike. The prime minister of a country sits
down with his counterpart to seek an agreement limiting nuclear arms. All these are ne-
gotiations. Everyone negotiates something every day. People negotiate even when they
don’t think of themselves as doing so. You negotiate with your spouse about where to
go for dinner and with your child about when the lights go out.

More and more occasions require negotiation; conflict is a growing industry. Eve-
ryone wants to participate in decisions that affect them; fewer and fewer people will ac-
cept decisions dictated by someone else. People differ, and they use negotiation to han-
dle their differences. In business, government and the family, people reach most deci-
sions through negotiation. Even when they go to court, they almost always negotiate a
settlement before trial. Negotiation is such a common phenomenon; it is of great impor-
tance to define the meaning of negotiation and generalize activities that can be called ne-

gotiations in a more concise way.
Negotiations

A negotiation is a process of communication between parties to manage conflicts in
order for them to come to an agreement, solve a problem or make arrangements. Nego-
tiation is a basic means of getting what you want from others. It is back-afid-forth com-
munication designed to reach an agreement when you and the other side have some in-
terests that are shared and others that are opposed.

All activities with the above characteristics can be categorized as negotiations.
However, not all negotiations can be labeled as successful ones in a strict and rational
sense, which means they must satisfy at least the following conditions:

First, the outcome of negotiation is a result of mutual giving and taking. One sided
concession or compromise can not be called a negotiation in the real sense.

Second, negotiations happen due to the existence of conflicts; however, no negoti-
ations can proceed smoothly and come to a satisfactory solution without collaboration
between the participants.

Third, in spite of inequality in negotiator’s strength and power, all negotiators, no
matter strong or weak, have the right to say “no” to the conditions put forward by the

other party, which is a show of equal sight of the negotiators. The unfair result may be
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forced onto the weaker party if lack of such right. The point is that negotiating parties
differ in size, financial strength, production capacity, political and economic support-
ers, which will create unbalanced negotiating power. The stronger side may take advan-
tage of the situation to reach a favorable agreement for itself. In situation as such, the
weaker party should be able to say “no” to the result. A contract not showing the free
wills of negotiating parties is not legitimate. Of course, the opposition should be ex-
pressed explicitly before signing the final agreement.

Negotiations occur when there are conflicts, which in turn are resulted from dis-
putes over stakes of negotiating parties. Next, the definitions of conflict and stake will

be expounded in detail.
Conflicts

Conflicts give rise to negotiations. Therefore a discussion on the nature of conflicts
facilitates better understanding of negotiations.

A conflict is a dispute, disagreement or argument between two or more interde-
pendent parties who have different and common interests. A conflict can block each
other’s ability to satisfy their interests.

The definition of conflicts states three points, which can be specified as:

First, parties in conflict are interdependent, which means there remains a kind of
relationship developed by interrelated interests and concerns. There would be no con-
flict if two parties were not interrelated and had nothing to do with each other.

Second ;* both different and common interests coexist, which appears to be illogical.
However, if there are only contradictions and no sharing of common interests, negotia-
tions become groundless and unnecessary.

Third, two parties in conflict will naturally fight for each other’s own interests and
make every effort to gain more from the other side, as a result it will reduce gain of in-
terest expected initially.

People’s attitudes toward conflicts differ greatly in certain contexts and are mixed
in others. People who think negative of conflicts often cite devastating wars and fighting
which caused huge loss of lives and property; those who conceive conflicts as positive
often argue that conflicts can lead to innovation and social progress, such as computers
created during the Second World War. Still there are some other people who take mid-
dle ground. However, concerning relation between conflicts and negotiations, such as-
pects are taken into consideration: communication, creativity, relationship and out-

comes. Let’s examine the four aspects in view of good and bad features of conflict (see
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table 1—1).

Table 1—1 Good and Bad Features of Conflict
Good Features Bad Features

Communication
Interests disclose suppress
Issues clarify .cloud
Creativity *
Learning help . hinder
Innovation stimulate restrain
Relationship
Tension optimize increase
Satisfaction inc;ease decrease .
Outcomes
Benefit high low
Escalation control incite

It can be inferred from the list that conflicts can bring about favorable as well as
unfavorable results depending largely on how people manage conflicts so that bad effects
may be diminished to the minimum degree. If the positive aspects of conflicts are ampli-
fied to the maximum and negative aspects are brought under effective control, conflicts
may end up in advancing human profits as a whole.

How to manage conflicts is a practical skill which requires advice and suggestions
for successfully handling all types of discord and conquering rough terrain and builds,
developing conflict resolution skills and negotiation skills to resolve various types of
challenges, and developing personal tools and systems for dealing with tensions and

pressures,

Stakes®

If conflicts give rise to negotiations, then conflict itself is caused due to clash of

stakes or interests held by each party. Naturally the concept of negotiation will not be
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