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Lesson 1

The Preparations for International
Business Negotiations

1. Introduction .

We all know that in international business it is mostly through negotiations that exporters
and importers bridge the difference and reach a fair and mutually satisfactory deal. After
business negotiations, if the buyers and the sellers of a transaction reach an agreement, they
will sign a written contract which shall function as basis for the pef'formance of rights and
obligation by the two parties. Once the contract is effectively concluded according to the law,
the parties concerned should perform the contract strictly. So we can say business negotiation
plays a basic role in conclusion of a contract, has direct influence on the implementation of a
contract, and has a great bearing on the economic interest of the parties concerned.

International business negotiation refers to a wide range of international business
activities. As far as international investment, import and export of products, machinery,
equipment, technology, etc. are concerned, international business negotiation is a consultative
process between governments, trade organizations, multinational enterprises or private firms.
In a word, it is a consultive process between the buyers and the sellers. Business negotiation 1s
conducted either by correspondence or by face-to face talk, involving all kinds of terms and
conditions of a sales contract including quality, quantity, packing, shipment, payment,
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insurance, inspection, claims, arbitration and force majeure, etc. Generally speaking, business
negotiation contains four steps: inquiry, offer, counter-offer and acceptance, among which
offer and acceptance are two indispensable steps for reaching an agreement and concluding a
contract. Negotiations on some special trading mainly involve the following elements such as
processing and assembling trade, compensation trade, technology importation and joint
venture, etc.

Business negotiations can go through face-to-face, telephone or letters and email.

2. The Preparations before Business Negotiations

International business negotiations involve different respects and the contents are very
complicated. In order to achieve a favorable outcome from the negotiations, the negotiators of
both parties should make efficient preparations, which can be divided into three aspects:

1) Defining the aims for negotiation

Defining the aims for negotiations means that the negotiators should know their desired
results well according to their own practical conditions so as to avoid manipulation by their
counterparts. .

Before business negotiations, there are three different aims to be decided: the best aim,
the satisfactory aim and the acceptable aim. The best aim is the ideal aim that will benefit you
best and help you achieve all desired results planned before the negotiation. If the world
market is beneficial to you, as a negotiator, you should seize every opportunity to firmly
maintain the desired objectives from the beginning to the end until obtaining the best aim.
When you find 1t difficult to get the best aim, as a negotiator, you had better make a good
preparation to get your second aim — the satisfactory aim, which is fair to both parties,
although it provides you with lower interests than the best aim. When you find you have no
advantages in the world market, or you have met a skillful negotiator in the business activities,
or you have to export or import some products, you have to face the reality — to accept the
third aim, 1.e. the acceptable aim gradually. However, you should always remember that this
should not let your counterpart know.

2) Getting necessary information

Whether you are the exporter or the importer, you should learn as much information as
possible about the market that you want to enter, the potential clients and the competitors you
will deal with before you join the negotiation. Only by doing so, you will know your
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counterparts quite well and take the initiative in business negotiation. In order to obtain the
information concerned, market research should be made necessarily, which involves the
following:

(@D Make use of trade statistics published by most countries to learn the size or potential
size of the market for your products or service.

® Try to have a good command of the language and culture, local conditions and
customs, social backgrounds and relevant government policies, esp. the policy to foreign trade
of the countries of the target market.

® Be sure to know the geographical conditions and features, communication and
transportation of the target market so as to push the sales of certain products.

@ Be sure to know the target market conditions, such as the demands and supplies of the
commodities, the changes of the prices, the number and ability of the competitors, etc.

3) Making a practical negotiation plan

It 1s very important to make a practical negotiation plan after establishing the aim for
negotiation and getting necessary information. When you draw up the plan, you should pay
attention to the following points:

(D Designing an agenda most suitable to you and letting all the negotiators be very
familiar with the plan.

@ Comparing your own agenda with your counterpart’s when you have got his agenda
and considering how to adopt new strategies and tactics which should be used with caution.

® Choosing the location of negotiation which is favorable to you, for example, choosing
the “home court” which is convenient for you to get the information; or at least choosing a
neutral location which is equally convenient to both parties.

@ Forming the astute negotiating team.

Negotiation is a team sport. It requires the specialized skills, communication ability, team
spirit and gamesmanship found in any professional sporting event. If a negotiating team is
structured properly and is deployed in an effective and timely manner, it can play a critical role
in achieving victory at the bargaining table.

If you expect your negotiating team to be effective, it must be organized at an early date,
preferably as the first step in preparing for a transaction. The members can foresee the areas
covered by the negotiations, and have the technical expertise to deal with the problems
effectively. They should also be compatible in temperament with one another.

A. The selection and size of the negotiating team
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The negotiation team should include members in each of the following areas:

% commercial: responsible for the negotiation on price, delivery terms, and commercial
poliey of risk taking

% technical: responsible for the area concerning specification, program and methods of
work

% financial: responsible for terms of payment, credit insurance, bonds and financial
guarantees

% legal: responsible for contract documents, terms and conditions of contract, insurance,
and legal interpretation

If it is an important negotiation, the negotiating team will be comprised of negotiators
responsible for the above mentioned areas. Other members for the negotiation include some
functional specialized. The negotiator’s function is to negotiate, while the functional
specialists provide specialized advice or information.

For negotiation of lesser significance, one negotiator would cover two areas after having
been fully briefed on the subject with which he was less familiar. For instance, the legal
negotiator might cover the financial area. Team of four could be reduced to two; it should not
be reduced to one, no matter how well qualified the negotiator is.

However, the negotiating team should not be too large. At any time it should not exceed
five. It becomes extremely difficult for the team to be kept under control if the team number is
beyond five. Besides, it is difficult for its activities to be directed towards a single outcome.
Arguments are likely to develop between members of the team themselves during the
negotiation session.

It is preferable that a negotiator has the support of an assistant to make notes, do
calculations and remind him of any points that he has missed. This does not leave him to
handle the whole bargaining process by himself.

B. Team leader

Reference has been made specifically to the sales manager or the chief buyer as two
obvious examples when choosing a team leader. However, there are also numerous other
occasions when an alternative candidate will be proposed.

The negotiating team leader should possess sufficient knowledge of all the problems
involved in the negotiation — commercial, technical and contractual to enable him to make
an mtelligent contribution to each item discussed and to direct and coordinate the activities of
the functional specialists.
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The duties of the team leader are to select the remainder team members, prepare the
negotiating plan, conduct the negotiations and make decisions on (the timing and level of)
concessions, selection of trade-off items (against the other), and etc. He is also to bargain with
the other side, and ensure that the bargain is properly recorded and issue the negotiating report.

Additionally, a leader has more general functions to perform. He is the person who
generates enthusiasm in his team, maintains the morale under all conditions and obtains the
maximum contribution from each member by his own example.

C. Mental attitude adjustment

The team members must learn that the opponent and its representatives are adversaries
although they may be friendly. They can and will seek to take financial and contractual
advantage of your firm at virtually every opportunity.

L
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1. Answer the following questions:

1) Why do we say that business negotiation plays a basic role in conclusion of a contract?
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2) What is international business negotiation?

3) What does business negotiation mainly refer to?

4) What steps does business negotiation contain and which are the mndispensable steps for
reaching an agreement and concluding a contract?

5) Do you know some special trades except the import and export trade?

6) Why should negotiators establish the aims for negotiations?

7) What aims should be established before business negotiation?

8) When should megotiators accept the third aim?

9) What main information should the negotiators get before negotiation?

10) What does the market research involve?

11) What 1s very important after establishing the aim for negotiation and getting information?

12) What should the negotiator do when he knows the agenda of his counterpart’s?

13) What does the phrase “home court ” mean?

14) What does the phrase “neutral location” mean?

15) How to form an effective negotiating team?

16) What members should the negotiation team include?

17) Tell me the different functions between the negotiator’s and specialists.

18) How do we demand the negotiators for negotiation of lesser significance?

19) What knowledge should the negotiation team leader possess?

20) What are the duties of the negotiating team leader?

21) How do the team members adjust their mental attitude?

2. Translate the following sentences into Chinese:

1) Negotiation is a dynamic process of adjustment. In import and export trade operations, the
buyer and the seller confer together to reach a mutually satisfying agreement on a matter of
common terest. This is because each of the parties has his own objective in trade
operations, e.g. the seller intends to sell the goods/services at a higher price, while the buyer
intends to buy the same goods/ services at a lower price. Each party presses for the
attainment of its own goal. However, some elements of cooperation must be presented,
otherwise there will be no agreement at all and the opportunity to take part in the activity
will be lost.

2) The dual elements of conflict and cooperation are described here: it is in the mutual interest
of participants to come to some agreements and this provides a cooperative aspect; however,
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the interests of participants are opposed, and this is the basis for rivalry. The negotiator is
polled in two directions at the same time: towards holding out for more with the risk of
losing all; towards agreeing to his opponent’s demands and securing the bargain with
sacrificing the chance of a possible higher reward.

3) The two parties need to adjust themselves by exchanging their ideas on the common interest,
then the negotiation begins. Over a span of time, a final agreement is reached. Maybe
neither of the parties is wholly satisfied but both recognize that it is more beneficial for
them to agree than to disagree. Negotiation has its end result on a basis profitable to both
parties.

3. Translate the following sentences into English:

1) & RA R R E #B R — 7 8 — 7 e TAEATE S, BETERATTHZ BTiA
ARFESPHEETARBE/RAEE. BERAMNBERBRERNSL, #&TELA
. B2, FERAS L, AR TELTER.

2) EEFRRET, 2R ARE TENERYE, REAENERME. EREPNEs)
BRER, AP RLAELINERT, HTRZEIEMNEE. JBHE
MIBRE]. Bk, RABAEEBINER . BHATINCZ SR, WHE LFEBILERK
B, £S5 FRAZE, EHSMERTHATHNERR S REIRR TR E
IS S4B R T



