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Chapter One

The Overview on International
Business Negotiation

1.1 Some Basic Concepts of Negotiation

1.1.1 What Is Negotiation?

The word “negotiation” derives from the Latin infinitive “negotiari” ({§ % 5 84 & ) which
means “to trade or do business”. This word itself is from another word, “negare” (#H#f) , mean-
ing “to deny” and a noun, “otium” ({K[H), meaning “leisure”. Thus, the ancient Roman busi-
nessperson would “deny leisure” until the business has been settled. Negotiation is a common hu-
man activity as well as a process that people undertake everyday to manage their relationships such
a buyer and a seller, a husband and wife, children and parents. As the stakes in some of these ne-
gotiations are not very high, people need not have to get preparations for the process and the out-
come. But in international business negotiations, the stakes are usually high, people cannot ignore
this fact, and they have to get preplans in a more careful way. Both parties in this kind of negotia-
tion should contact each other so that they can get a better deal rather than simply accepting or re-
jecting what the other is offering. The whole process of negotiation is based upon the premise that
both parties are interdependent, that is, one side cannot get what he/she wants without taking the
other into consideration. In the process of negotiation, there are no rules, tradition, rational meth-
ods or higher authorities available to resolve their conflict once it crops up. Negotiation is a volun-
tary process of giving and taking where both parties amend their offers and modify their expecta-
tions so as to come closer to each other and they can quit, at any time,

1.1.2 Why Do People Negotiate?

Negotiation is at the heart of every transaction and, for the most part, it comes down to the
interaction between two sides with a common goal (profits) but divergent methods. These meth-
ods (the details of the contract) must be negotiated to the satisfaction of both parties. As we will
see later that it can be a very trying process that is full of confrontation and concession. Whether it
is trade or investment, one party will always arrive at the negotiation table in a position of greater

power. That power ( the potential for the profits ) may derive from the extent of the demand or
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from the ability to supply. The purpose of negotiation is to redistribute that potential. There is no
such thing as “to take it or leave it” in international business. In fact, everything is negotiable. It
all depends on the expertise of the negotiators.

1.2 An Overall Framework of International Business Negotia-
tion

International business negotiation is a consultative process between governments, trade organ-
izations, multinational enterprises, private business firms and buyers and sellers in relation to in-
vestment and import and export of products, machinery and equipments and technology. Negotia-
tion is one of the important steps taken towards completing import and export trade agreements.

To reach the desired results, the negotiators must seriously carry out the relative trade policies
of their own countries. They should have good manners and speak fluent English. They should
have a profound knowledge of professional technology and international markets. They should
know the specifications, packing, features and advantages of the products and be able to use idio-
matic and professional terms. They should know something about the counterparts, such as their
habits and customs in order to easily find harmony with them when negotiating business.

In general, an overall framework of international business negotiation covers the following as-

pects: background factors, the atmosphere and the process.

1.2.1 Background Factors

Background factors refer to objectives, environment, markets position, third parties and ne-
gotiators. They influence the process of negotiation and the atmosphere in a positive or negative
way. Objectives mean what each side desires to achieve in the end. They are common, conflicting
or complementary interests in both sides” wanting a successful transaction to take place; their inter-
ests conflict as profit to one is cost to the other; and complementary interest brings them together.
Common and complementary objectives leave direct and positive effects while conflicting objec-
tives have negative ones on the negotiation process. Environment here is defined as the political ,
social and structural factors related to both parties. It often hinders the process in international ne-
gotiation. This is more typically the case with those parties that are not familiar to each other with
their different backgrounds. Political and social aspects can affect the process whereas market
structure does the atmosphere. The market position of the parties involved plays a leading role in
the negotiation process. The third parties such as governments, brokers, consultants and so on
may influence the process with their own objectives. Negotiators affect the negotiating process by
means of their own experience and negotiating skills.

1.2.2 Atmosphere
The atmosphere is of great importance to the whole process of the international business nego-
tiation. The atmosphere and the process influence each other at each stage. Atmosphere refers to
o d
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the perceived “milien” (5([F) around the interaction, how each party regards the other’s behav-
ior, and the properties of the process. It has to do with people’s perception of reality. To be more
exact, in negotiation it is the perception of reality that is far more important than the reality itself.
Some characteristics of the atmosphere are dominant at one stage; others at other stages. For ex-
ample, cooperation is dominant at the pre-negotiation rather than conflict, as both sides look for
mutual solutions. Different characteristics of atmosphere dominate from process to process. These
characteristics are classified as conflict vs cooperation, power vs dependence and expectations.
The existence of conflict and cooperation is a fundamental characteristic of the negotiation process.
On one hand, both sides have some common interests in finding a solution to the problem that fits
them both. On the other hand, a conflict of interest may arise, as cost to one can mean income to
the other. The relation between power and dependence is closely related to the actual power rela-
tion, which is affected by the value of the relationship to the sides and their available alternatives.
As for expectations, there are two types; long-term expectations with respect to the possibilities
and values of future business; short-term expectations regarding prospects for the present deal. Ex-
pectations develop and change in different stages of the process.

1.2.3 Process of Negotiation

The process of international business negotiation is made up of the three different stages. A
stage is defined as a specific part of the process and covers all actions and communications by ei-
ther side pertaining to negotiations made during that part. Either side communicates with the other
to exchange information within each stage. A specific stage comes to an end where both sides de-
cide to proceed on to the next stage or decide to abandon the communication if they see no point in
further negotiations. The three different stages are: pre-negotiation, face-to face-negotiation and

post-negotiation.

Pre-Negotiation

The pre-negotiation stage starts from the first contact between the two sides whose interest in
doing business with each other is shown. From this stage on, both sides begin to understand one
another’s needs and evaluate the benefits of entering into the process of negotiation. This stage is
more usually important than the formal negotiations in the international business relationship. So-
cial and informal relationships between negotiators, trust and confidence in each other are of great
help. Both sides now also start to form their strategy for face-to-face negotiation as well as try to
foresee and take precautions against possible events. To be fully prepared before the negotiation,
negotiators shall have to take into consideration the following two aspects: environmental factors
and gathering of information.

The environmental factors refer to politics, religious belief, legal system, business practices,
social customs, financial state, infrastructure and climate, which will affect the negotiation in a
direct or indirect way. The gathering of information includes that of markets, science and technol-

ogy, policy and regulations, finance and of the opponent, it may in some way determine the suc-
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cess or failure of the negotiation.

Face-to-Face Negotiation

At this stage, both sides know that they can work together for a solution to a joint problem in
spite of the fact that each side may view the situation in its own way. This indicates the impor-
tance of having face-to-face negotiation in an open-minded way and getting ready several alterna-
tives. It is time for both sides to explore the differences in- preferences and expectations so that
they can come closer to each other. Generally, the negotiation process is controlled by the side
that has arranged the agenda, for in the process, he can stress his own strengths and the
opponent’s weaknesses, thus putting the other side on the defensive. However, the agenda may
reveal the preparing side’s position in advance and hence permit the other side to prepare its coun-
termeasures. Some people prefer to start negotiations by discussing and agreeing on broad princi-
ples. Another way to ensure success at this stage is an initial discussion on items of common inter-
est, which can help create an atmosphere of cooperation between both sides. As for the choice of
strategy , it depends on the customer or supplier with whom one is negotiating.

Post-Negotiation

All the terms and conditions at this stage have been agreed upon with the contract being
drawn up to be signed. What is worth noticing is that writing the contact and the wording in it are
a negotiation process in itself, for meaning and values may be different between both sides. This
stage may lead to a renewed face-to-face negotiation if there is negative feedback from background
factors and atmosphere. Therefore, the terms and conditions agreed upon should be read to each
other after concessions are exchanged and discussions be held by means of minutes of meetings, or
something unpleasant and unexpected may arise later on in the course of the implementation of the
contract unless both sides make sure that they have paid enough attention to every detail. It is nec-
essary that both sides should make sure that they understand everything they have agreed on before
they leave the negotiation table.

1.3 Features of International Business Negotiation

For a successful agreement, participants need to know negotiation principles and tactics.
There are two principles in international business negotiations. First, at the beginning of the nego-
tiation, the negotiators should know well their desired results and not be willfully manipulated by
their counterparts. Only with a definite purpose will the negotiators grasp the key to the negotia-
tion and realize their expected purpose. Second, negotiators need to put forward what they expect,
take a firm stand and make clear their position.

In international business negotiations, price is usually the key point because it directly con-
cerns the economic benefits to both sides. Both sides seek a desired result.

To get the expected result or achieve a certain purpose, the negotiators, should calculate care-
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fully and decide three different targets: 1) the best target; 2) the intermediate target; 3) the ac-
ceptable target.

1.3.1 The Best Target

The best target is to achieve all desired results. You should know well whether your first quo-
tation is high or low if it is generally accepted by your counterpart. Usually both sides have a few
bargains before acceptance. In the beginning, make a high offer and negotiate for the best target.
Generally speaking, persons who firmly maintain the desired objectives to the end can obtain the
best deal.

1.3.2 The Intermediate Target

The intermediate target is fair for both sides, although slightly lower than the best target.
Don’t begin negotiating at too low of a price. Your quotation is to be a little lower each time. Do
it step by step. Each time you reduce the price, you should remain serious about the desired re-
sults. Under this situation, your counterpart may well accept your quotation as the best possible
price. It is likely that you may reach an agreement at this price. Please keep in mind that taking a
serious and firm attitude is the key to avoiding further price reductions and unnecessary expenses.
This will result in increased profits. If you meet with negotiators who always bargain using harsh
language, do not be angry. This indicates that they want to buy your products. You should be pa-
tient and friendly, using soft words and moderate speaking speed and tone, knowing well what not
to say, what to say and when to say. When you feel in danger of going into a deadlocked negotia-
tion, it is suggested to request a break or rest. Then readjust your plan and continue the negotia-
tion. This is the same as in sports competition. The coach on the side having the lead will proba-
bly ask for a stop. The purpose of the coach asking for a stop is to change the force, momentum
and dominant position.

1.3.3 The Acceptable Target.

The acceptable target is the minimum level both sides can bear. It should not be exposed to
your counterpart at the beginning of the negotiation. Your counterpart may not believe it and al-
though the price is the lowest, he may reject your quotation. On the other hand, even if the agree-
ment is reached at the minimum acceptable price, your counterpart may not have a satisfactory
sense of having brought your price down. .

In brief, the purpose of the negotiation is to arrive at an agreement to both sides’ advantage.
The successful results of the negotiations depend on the determined objectives, perseverance and
the language expressed by the negotiators. They should do their best to use soft words, speak eu-
phemistically, use less flowery language, have a sense of humor and create a harmonious atmos-

phere.
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