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Chapter 1

An Overview of International Business Negotiation

4 iCasé{iSf: y ~1 (A prisoner and the guard)

A prisoner was put into the jail alone and idled about all day. One day, he
suddenly smelled out the flavor of Marlboro cigarette which he liked very much, the
smell coming from the guard who was smoking. The prisoner knocked at the door
gently. “What do you want?” the guard asked arrogantly. “Please give me one Marlboro
cigarette,” the prisoner answered. The guard felt surprised, “A prisoner even
wants to smoke!” He hummed banteringly and left. The prisoner knocked at the door
again, this time he knocked strongly. “What do you want again?” asked the guard.
“Please give me one cigarette within 30 seconds, or I will knock at this concrete
wall with my head till I am badly mutilated and lose consciousness, and when I wake
up, I will say it’s all because of you. Probably the authority will not believe me,
but you simply have to attend every hearing to prove you are innocent. You will be
asked to fill in all kinds of reports—all these are due to one inferior Marlboro
cigarette. So only one cigarette, I’11 make you no more trouble.” At last the guard

passed the prisoner one cigarette through the window and lighted for him.

Do you think the talk between the prisoner and the guard can be called a
negotiation?

We live in a world of limited resources, but man’s appetites are infinite, which
has constantly given rise to conflicts with limited resources. There are two ways to
resolve such conflicts; One is by force and the other is by negotiation, and it is no
doubt that the latter is much better. In the field of international business, the era when
one party manipulated the other by means of violence and force no longer exists.

Instead, negotiation has become an effective approach to resolving conflicts and
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adjusting interests.

You probably think that negotiation is irrelevant to our lives, and that it is the
matter concerning governments and large enterprises. As a matter of fact, it suits for
not only matters of utmost concern, but also for any conflicts, contradiction and
different opinions concerning our lives. There might be negotiations between
governments, enterprises and even individuals. For each of us, everybody is a
negotiator no matter whether you like it or not. You might be discussing with your
classmates where to have your supper, debating with your parents which coat to buy,
talking with your boss about your promotion, bargaining the price of buying a house,
and handling the responsibility for a car incident, etc.

Therefore, every one of us is negotiating consciously or unconsciously. Negotiation is an
indispensable part in our life, and exists in every aspect of our life. As long as there are
conflicts in our society, there is negotiation. A successful negotiation can help us reach our
expected goal.

An intelligent conversation can help a hopeless person to face up to his life again.

An open and frank negotiation can make a boy and a girl who are in an emotion
crisis love each other again.

A right negotiation can make an enterprise which is in a dilemma turn for the
better.

A successful diplomatic negotiation can change a bloody war into a peaceful
situation.

A successful negotiator amounts to thousands of soldiers; he is not only a tactician

who plays a vital importance, but also a strategic commander.
[ . The Concept of International Business Negotiation

There are many kinds of negotiations. Negotiation might be formal or informal; it
might be specialized or ordinary. According to the content, it can be divided into
political negotiation, diplomatic negotiation, business negotiation and military
negotiation. In this book, we mainly talk about business negotiation from the angle of

international aspect.
1. The concept of negotiation

From the above case, we can see that a negotiation should at least include three
factors: the negotiating subject, negotiating object and negotiating purpose.

Negotiation, as a very general activity, can take place at any time in our daily life. It
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can happen between you and your counterparts, or in your family. When a person has
a desire to be fulfilled, there is an incentive to lure people into negotiating process. As
long as people exchange ideas for changing mutual relationship or negotiate for
reaching a deal, they are actually negotiating.

In simple words, negotiation is a process of communication for reaching an
agreement/or solving a problem or making an arrangement between two or more

parties.
2. The concept of business negotiation

The so-called business negotiation refers to the process in which the two groups
engaged in business activities conclude a deal by way of communication, interaction,
discussion and compromise in order to meet the requirements of a transaction. Business
negotiations are the most widespread and common activities under the circumstance of
market economy.

So business negotiation is a process of communication by the participants of

business activities to close a deal or achieve a proposed financial goal.
3. The concept of international business negotiation

International business negotiation refers to the process in which people from
different countries or districts reach the goal of trade by way of communication,
interaction, discussion and compromise to meet a certain need. It is the extension and
development of business negotiation in the international field.

In other words, international business negotiation is a process of communication
by the participants of business activities from different countries or districts so as to

close a deal.

I . Characteristics of International Business Negotiation

1. Characteristics of negotiation

a. Every negotiation involves two or more than two parties. There are at least two
participants in a negotiation.

b. The objective of a negotiation must be definite. Different from everyday talk.,
the purpose of a negotiation is to persuade someone else into accepting one’s own
ideas, and to maintain or achieve mutual interests.

c. Negotiation must be conducted on an equal basis. Both sides are independent

and equal in dignity and legal status whether it is a high-level negotiation or a low-level
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negotiation. Neither side is subordinate to the other side or supposed to coerce the
other side into giving in.
2. Characteristics of business negotiation

a. Its principle is equality and mutual benefit. Equality is the basis of any business
negotiation. It is the only way to realize mutual benefit. Only the principle of equality
and mutual benefit can lead to “win-win” or “multi-win.”

b. Business is aimed at gaining economic interests and pursuing economic profits.
Different negotiators have different economic goals. Without economic interests,
business negotiation will lose its values and foundations. Therefore, business
negotiations are negotiations intended to gain direct economic interests.

c. Price is the core of business negotiations, and all the other factors can be
converted into price. Business negotiation involves many factors and negotiators’
demands and interests can be manifested by many factors but price is aiways the core

of all business negotiations.
3. The particular characteristics of international business negotiation

Besides the general characteristics of negotiation and business negotiation,
international business negotiation also has the following particular characteristics.

a. There exists the obstacle of language. Different people speak different
languages, so interpreter is of vital importance in international business negotiation.
English is the most widely used language. Besides, Chinese, French, Russian, Arabic.
Spanish, Japanese and German are also often used.

b. There exist cultural differences. Participants in international business
negotiation come from different countries with different economic and cultural
backgrounds, different values and ethics, different styles of thinking and manners and
behaviors. Their language expressions or customs may vary a lot, too. Cultural
difference is sure to make it more difficult for international business negotiations than
domestic ones. This characteristic requires business negotiators not only to reconcile
each other’s economic relations, but also to respect and harmonize each other’s
cultural and religious aspects.

c. Negotiators must know both domestic and international law. Different
negotiators come from different countries and regions, so apart from the domestic laws
and regulations, they simply have to know the relevant international law and practices

such as INCOTERMS, Uniform Rules for Collection, Uniform and Practice for
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Documentary Credit, etc.

d. Negotiators must take many factors into account, such as international politics,
international economics, diplomatic matters and religious belief. For example, because
of the Financial Crisis of Southeast Asia in 1997, many business negotiations between
Korean (R.O.K.) companies and domestic trading companies had to be stopped or delayed.

e. It is more complicated and difficult than domestic negotiations. Being
transnational is the most prominent characteristic of international business
negotiations, and it is also the foundation of other features. International business
negotiations will result in international transaction, capital’s transnational flow,
international accounting, insurance, transportation, etc.

This characteristic requires negotiators to be familiar with international practices,
the law in our counterparts’ country, and all kinds of regulations of international
cconomic organizations and international business law. The particular characteristics of
international business negotiation determine its complexity and difficulty. Besides, the
negotiators will simply have to take into account all kinds of factors, such as

international politics, international economy and international culture.
I[. Types of International Business Negotiation

According to different standards, international business negotiations can be

divided into various types.
1. Classification by object or content of negotiation

(1) Product trade negotiation

Product trade negotiation is also called visible goods trade negotiation, the process in
which importers and exporters from different countries confer with each other about the
buying and selling of a product, the terms and conditions for the transaction, including the
relevant quality, quantity, packing, price, shipment, insurance, payment terms, claim and
arbitration. Import and export trade negotiations account for absolutely large part of
international business negotiation and take on various forms.

(2) Technology trade negotiation

International technology trade negotiation refers to the conferring process in
which the technology transferor and the transferee from different countries discuss
about the features, price, payment terms and so on of a certain technology.

(3) Service trade negotiation

International service trade refers to the cross-border transfer of a service,



