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About Negotiation







About Business Negotiation

What is negotiation

Negotiation is the process we use to exchange ideas and discuss with our counterpart
for agreement. It takes place between human beings. It is the most common form of social
interaction. Almost everybody in the world is involved in negotiations in one way or

another. People negotiate over where to go for dinner, which movie to watch, etc.

What is business negotiation

Business negotiation, in its modern sense, may be defined as negotiation dealing
with business affairs. It arranges the settlement of terms and conditions of trade by
discussions. It may finally lead to agreement through negotiations and compromise. It
includes consultation, bargaining, mediation, arbitration and sometimes, even
litigation.

In international trade, the seller( the exporter) intends to sell the goods/services at
a higher price while the buyer ( the importer) intends to buy the goods/services at a
lower price. They will conflict and cooperate at the same time. During the negotiation,
if the participants want to come to some agreement (it is in their mutual interests) , they
have to hold out for more and make compromise as well. Therefore business negotiation
is treated as an integral part of the total international business activity. Business

negotiation is a tool to achieve the general commercial interests of the parties involved.
Periods of negotiation

The process of negotiation includes a series of time scales. The first time scale is a
period during which the negotiator must prepare for the negotiation and effect the initial
contact. The second period follows during which the parties must reach agreement for
the common interests. During the third period the agreement itself will be carried out.
The operation of the agreement is not the end of the deal. It may give rise to the need of
further negotiation ( such as claims and arbitration ). Finally there is the extended
period during which the parties may think of continuing business relationship and

negotiating for further common interests.
The first period of negotiation, the phase of preparation

That adequate preparation in international business negotiation is essential is due to
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its complexity. It involves deals that might have to be transacted in foreign languages.

Participants must also pay attention to foreign laws, customs, regulations, culture as

well as exchange rate variations. So a negotiating team must be carefully organized. It
should include members with specialized skill, communicative ability, such as
commercial, technical, financial and legal members. Of course one member may cover
two or three areas, but the team should not be reduced to one member, no matter how
well-qualified the negotiators may be. Once the negotiating team has been organized,
the most basic step in preparation is to create an information base. It should cover
information about the credit standing of the counterpart { you may obtain such data from
relative banks, chamber of commerce, local newspapers, consultancy service company
or from Chinese Embassy and Chinese Local company, bank, agents or businessmen) ,
market situation etc.

The negotiating brief

After solid preparation, the management may issue a written negotiating brief to the
negotiating team. It should define the negotiating objectives in terms of the major issues
to be discussed; state the minimum acceptable level for each of the major items;
establish the time period within which the negotiations should be concluded; set up the

lines for communication and reporting system.
The negotiating plan

After studying the negotiating brief carefully, the negotiating team should make its
negotiating plan which should define the initial strategy, develop the supporting
arguments, decide on the location for the negotiation and ensure that appropriate

administrative arrangements have been made.
The second period of negotiation, the phase of bargaining

During the second period the negotiators are going to know each other and the
issues before them. They will negotiate contract terms and conditions such as quality
and quantity, price, payment, packing, shipment, insurance, claims and so on. Both
parties would present their respective terms of the negotiating plans. One party may
submit a proposal required by the other party or respond to one already provided by the
other. Thus negotiation begins. Concessions are made and advantages are gained so that
the gap between the two parties is narrowed to some extent. In this stage each party
needs to adjust its demand and attitudes. This is a painstaking process of negotiation. It
requires patience, wisdom and negotiating tactics. Sometimes it involves psychological

analysis. When the gap is gradually narrowed and the outlines of the compromise get
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clear, both parties are ready to strike the bargain. The final negotiation should be held

with the senior officials from the counterpart’s management. When drafting the
agreement ( contract) , negotiators should pay attention to the wording as different terms,
the use of words and the differences in different languages may lead to
misunderstandings : for instance, price, does it cover taxes, duties and other charges?
If so, who pays? Is the currency fixed against the exchange-rate fluctuations? Is it clear
what contract price does not include? Acceptance; is it clearly defined? Does it include
customer testing of the goods? When can the acceptance certificate be issued? On what
conditions? Claims settlement; What is the scope of the settlement? Is it a final bar to
any future legal proceedings? Of course the agreement ( contract) should be made in

written form and initiated by the participating parties.
The third period of negotiation, the phase of agreement implementation

The agreement ( contract) is implemented during the third period and this may give
rise to the need for further negotiations (such as claims and arbitration). If it all goes
well and both sides are satisfied with the results of the implementation of the agreement,
then there will be the extended period during which the parties will think of a continuing

business relationship and a new round of negotiations will start again.
Something important in negotiations

During the course of negotiations, it is critical and necessary to create a mutual
trust and frienaly atmosphere. This is the foundation of co-operation between the two
parties. What negotiators should do is to eliminate suspicions. Honesty, frankness,
keeping promises and sincerity are characteristics participants should develop. Humor is
also a useful regulator in negotiations. In the tense negotiations, humor may contribute
a great deal. It may break the dull air and set the negotiation getting along well again.
Another point negotiators must pay attention to is to make or require clarifications
whenever there is a need to. As international business negotiations are usually seldom
conducted in one’s native language, misunderstandings may arise at any time. When
one is not clear about what has just been said or becomes puzzled about a particular point
mentioned earlier, he needs to ask his counterpart for a clarification and his opponent
may give him his clarification on the spot. For instance, when one doesn’t catch the
meaning of the word “long ton”, he may ask like this, “I'm somry, I don’t quite
understand what you mean by long ton. ” To clarify the term, the other may reply, “What
1 am trying to say is that a long ton equals 2240 pounds. ” Thus, embarrassment caused

by misunderstanding may be avoided and negotiations may be kept going on well.
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The impact of different cultures on negotiators

Another aspect that negotiators must care for is the impact of cultural differences on

international business negotiations. Culture generally refers to the knowledge, beliefs,
arts, laws, morals, customs and habits. Different cultures may have different impact on
negotiators. For example, the Americans, at the stage of exchanging task-related
information in business negotiations, are relatively direct with clear statements of needs
and preferences. At the negotiating table they would keep the small talks to a
minimum. They tend to spend most time in the stage of negotiation and persuasion.
Generally, Americans openly disagree and use aggressive persuasive tactics such as
threats and warnings. Americans tend to make concessions throughout the negotiations.
Thus the final agreement is the result of some smaller concessions.

In Japanese culture, indirect and vague expression is more acceptable than direct
and specific references. Sentences are frequently left unfinished so the other person may
conclude in his own mind. When holding business negotiations with Japanese, attention
should also be paid to avoid direct communication on money issues, leave this to the go-
between or lower staff. Try not to praise your products or services directly, let your
literature or go-between do that. So in order to secure the success of negotiations,

different negotiating tactics should be adopted with different counterparts.

Conclusion

Business negotiation is a course for one to learn lifelong. It requires the negotiators
to master the knowledge of various aspects, such as international commerce, law,
finance, engineering, and even geography and transportation etc. The success in
negotiations is not measured by beating one’s opponents, but by the contribution that the
negotiation makes to the successful operation of the business activity as a whole. We

must remember this by heart.

[ IN§WWords and Phrases

counterpart n. X
interaction n. HHEAERH
settlement  n. fRo
terms & conditions n. -3
compromise 1. 2
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litigation  n. I'EH

_6_
TR



participant  n. 257

mutual a. HE R
involved a. AR
initial a. RYIK
phase n. 1213
complexity n. B
transaction n. I3, Ab 3R
exchange-rate n. [
variation n. ¥ 5h
well-qualified a. A
credit-standing  n. & ARG
brief . TR AEFERR
administrative  a. i=giili]
submit . B
painstaking a. AREHY
certificate n. U

bar n. A
initiate . HE

legal proceedings BEREF
implement . B, AT
implementation n. B8, AT
eliminate . THER
impact n. A0

small talk PR
go-between dha) A
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hold out R

give rise to WL, 518

iiNotes

1.. Business negotiation is a tool to achieve the general commercial interests of the

parties involved.
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2:; One party may submit a proposal required by the other party or respond to one

already provided by the other.
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3. Is the currency fixed against the exchange-rate fluctuation?
A R A 52 T R B HIL R T 37

4. For example, the Americans, at the stage of exchanging task-related information

in business negotiations, are relatively direct with clear statements of needs and

preferences.

FnEEAERA PR B GF R NI BRRE LEAEEN, HFREEHFEH

5. Sentences are frequently left unfinished so the other person may conclude in his
own mind.
WEHEU T —ERATET AT K

6. The success in negotiations is not measured by beating one’s opponents, but by
the contribution the negotiations make to the successful operation of the activity as
a whole.
RAN LN 5 AT LA b TR T ke A, T J2 DA A2 8 481> 32 5 16 B
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discussion

What is negotiation? What is business negotiation?

How many phases can a business negotiation be divided? What are they?
What must a negotiator do during the phase of preparation?

How to assess a negotiation?

What is the qualified negotiator like?

W A W N -

sund Information

Negotiation tips

[ . Be prepared for negotiation.

Information is power. The more relevant information you have, the better your
position is.
[I. Understand the needs of your counterpart

What would your counterpart like to gain from the negotiation? Write down as many
possible goals of theirs as you can think of. Identify the items you are willing to
negotiate and those which are non-negotiable.
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. Know what your needs are

What do you need out of the negotiation? More money? More flexibility? Better
opportunities? Access to broader market? Make a list of those things before starting the

negotiation.

IV. Negotiations involve on-going relationships.
V. Every negotiation is different.
. Never lie. Be fair. Be flexible.

VI
VI. Winning isn’t everything.
VIl. Ask your customers more questions about their purchasing behavior. Learn
what is important to them, their needs and wants.
IX. Practice negotiating at every opportunity
Ask for discounts from your supplier. As a customer, develop the negotiating habit
of asking for a price break when you buy from a retail store. Conditioning yourself to
negotiate at every opportunity will help you become more comfortable, confident and
successful when the time comes to negotiate for your business.
X. Maintain “walk away” power

It is better to walk away from a sale than to make too large a concession or give too

deep a discount.



