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Preface

Peace and development are the mainthemes in the contemporary
world, and economic development has become the major tune in the in-
ternational society. Since the implementation of the economic reform and
open — door policy China has achieved worldwide recognized success in
international economic coorperation and trade. Today, China’s economy
is doubtless an indispensible and important part of the world economic
system.

Along with the accelerated development in the field of international
economic cooperation and trade, international business negotiations of
various levels and types have become routine. Through practice, people
have gradually realized the importance and complexity of international
business negotiations. The study of international business negotiations,
which incorporate policies, intellegence and arts into a whole, is an ac-
ademic field based on both theories and practice. At present, there is

severe shortage of well-versed in this area. Therefore, it is in great need
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to improve theoretical levels and negotiation abilities formany and more-
negotiators. It is our urgent task, upon the cultural background and
present situation, to review experience and lessons of our interna tional
business negotiation in the past and to study the interconnected rules
therein, so as to better our rational understandings.

With great pleasure, I have recently read the manuscript of this
book written by Dr. Zhang Xiang, who had spent several years in fulfilling
this task. Dr. Zhang Xiang graduated from the Engineering Physics Depart-
ment of Tsinghua University in 1965. He also studied from 1979 — 1984 in
Columbia University of the United States and obtained a Ph. D. degree
there. Afterwards he worked with a transnational corperation in United
States for almost two years. Dr. Zhang Xiang is now vice-chairman of
Shanghai Foreign Economic Relations and Trade Commission, and profes-
sor and dean of the School of Management of Shanghai Jiao Tong Universi-
ty. This book not only reflects the thoughts and summary of his eight — year
international business negotiation practices since he came back to China,
but also developed certain western negotiation theories he learned when he
studied and worked abroad. What is more, Base on his thoughts about the
reality and the viewpoints of developing countries Dr. Zhang Xiang offered
many new ideas. This is a book with clear and basic ideas, rigorous logic
and systematically arranged, rich case studies and strong readability. on
the academic level, this is a book of reference for many professionals and
students in the field of international business and trade.

Finally, I hope all cadres, in the new situation, should find out

time to study the knowledge of international economics and trade and
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bring such knowledge and work experience togather to draw on certain
theoretical and rational concceptions and to write down their own experi-
ence and thoughts, so as to improve the qualification of our personels in
foreign economic corperation and trade in the shortest possible time and
to promote the healthy development of China’s foreign economic corpera-
tion andtrade.
Wu Yi
Ex-Chinese Minister of Foreign Trade and

Economic Corperation
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Foreword

To my memory, a learned man once said that people may not un-
derstand what they feel, but can feel it deeply when they understand
it. As required by my professional position, I have been involved in
many international business negotiations over the years. Some of them
were presided by me, and when I was the lead negotiator, I was more
deeply involved; some were presided by others and I was just a partici-
pant or provided suggestions when needed. On these occasions I met
many prominent figures from political and business circles in both devel-
oped countries and developing countries and witnessed different kinds of
negotiations, large — scale and small, difficult and easy, long and
short. With all this going on, a strong feeling of saying something about
negotiations surged within me. In the past four years, I have been turn-
ing over and over again my feelings in my mind, shared and discussed
views with many scholars and businessmen home and abroad. Today I

have boiled down my feeling into my understanding, which is embodied
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in this book, to devote to my readers. I feel relaxed to have realized one
of my wishes.

I have studied and worked in the U. S. for seven years. During my
stay there, I had the chance to attend the courses on negotiation given
by two American professors and benefited a great deal from them, and
much of the knowledge helped me greatly in my later career. Neverthe-
less, some doubt remains in my mind on some important views and prin-
ciples of negotiation put forth by these professors. Over the years, I have
read from time to time books on negotiations and discovered that most of
them are written by foreigners, who explained negotiation from the view-
points of western ethics and social cultures of developed countries,
which conform neither with China’s reality nor with the principles of in-
ternational economic cooperation of our country. Some books even talked
about the so — called “skills and tricks” of negotiations to advocate the
egoistic value of western business circle. Therefore, I conceived an idea
of writing a book, setting the keynote, at the very beginning, on the
examining of negotiation and the summing — up of our own experience
from the angle of developing countries. This idea won encouragement
from many of my seniors, colleagues and friends.

But writing such a book was certainly too ambitious to me. First,
international business negotiations cover a variety of fields such as inter-
national business, law, finance, engineering, anthropography and so-
cial psychology. This broad coverage goes beyond my knowledge and a-
bility ; Secondly, I have been so busy that I could hardly find more time

than the few brief moments at my desk before going to bed each night,
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and this has become my “second career” in recent years. It has taken
me about four years, writing on and off, to finish this draft. Although I
am still not very satisfied with this long — drawn — out work, I have no
excuse to postpone putting it out there, for the warm encouragement and
support from my friends hare been an invisible pressure on me to do
that. The longer the delay, the more in debted I felt.

This book is written mainly for use by businessmen, teachers and
students. Through communicating with readers, | hope, together with
them, to seek a way of international business negotiations which con-
forms to the reality of our country. This book is neither a collection of
pure theoretical research papers, nor a textbook, but just a summary of
my years of practice, my impressions and my analyses of the activities of
international business negotiations. They are expressed in the form of the
following basic views on international business negotiations, illustrated

by individual cases.

International business negotiations, with their own specific
characteristics and basic rules, have to lay equal emphasis on both theo-
ry and practice. A correct philosoply of negotiation is the soul of a suc-
cessful negotiation. My experience has brought me to the understanding
that negotiations are not a competitive race, and importance has to be
attached to interpersonal relationship and the opportunities for future co-
operation. The study of international business negotiations is a science as
well as an art. It has to be handled artfully on a principled
stand. Therefore, three basic lines to be followed are suggested in this

book, namely, to develop overall interest, to play fair, and to make
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necessary compromises. A detailed explanation of them is given mainly in

Chapter 1, the most important one, as I see it.

International business negotiations are a recurrent and continu-
ous process, including steps such as preparing, coming into contact,
taking up substantial issues, reaching agreements and implementing
them, and each step may have some subproceedings. In Chapter 2, 1
emphasize that a negotiation is a complete process and reaching an a-

greement doesn’t mean an end to it.

Pricing is a very sensitive and important issue in international
business negotiations. Businessmen believe in “you get what you pay
for” and “good product should be supplied and honest price should be
offered” , but undue emphasis on “cheap and good” might bring oppo-
site re — sult. In my opinion, negotiating is not simply bargaining, since
price is influenced by various factors, people can only make it fair and
reasonable when they have in hand the objective laws on these factors
and take a positive attitude. Recently, technology trade has been grow-
ing fast, but few people are familiar with negotiations over price in inter-
national technology trade. Therefore, a special introduction is given in
Chapter 3.

——The result of international business negotiations must be ex-
pressed in the end by a contract, which has to be in a standard form and
classified. In this respect it is important to consult lawyers. It is strongly

desired that we should be able to draft contracts directly in English.

International business negotiations involve many risks. Some

risks can be anticipated and controlled. It would certainly benefit both
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parties to acquire a good idea of what might cause risks and what might

happen, and try to minimize risks.

International business negotiations sometimes fall into an im-
passe. A thorough analysis of the causes can help find the right way for
breaking through them. The key point is “to apply proper remedies to

. ”
specific cases

Succes of international business negotiations depends on the
people involved. Highly-qualified negotiators, decision-makers and in-
terpreters are required. They should be complementary in their respective
knowledge. it claims entire devotion, full responsibility and creative:
ness to perform a succe ssful job in this line.

Generally, the above — mentioned contents might not be touched
upon in traditional books on negotiations but my experience tells me they
are vital to successful negotiations.

In this book, some real cases are provided for reference, which
are based on my own experience and knowledge. Certainly, I did not in-
tend to make this book a collection of cases, nor an empty theory, as
negotiations themselves are interesting and colourful.

Finally, I wish to give my acknowledgement to Madam Wu Yi,
Ex-Minister of Foreign Trade and Economic Cooperation of China who
has shown great concern for this book, and who took time to write the
preface; I am grateful to my friend Dr. Yin Zungsheng, professor of Se-
ton Hall University of U. S. A. , who offered some good suggestions on
price negotiations of technology trade and to Professor Zhou Hanmin,

Dean of International Economic Law Department, Shanghai Institute of



