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Chapter 1 . Negotiation Strategies on International Business

1 . Introduction ( )

We all know that in international business it is mostly
through negotiations that exporters and importers bridge the
difference and reach afair and mutually satisfactory dea . After
business negotiations, if the buyers and sellers of a transaction
reach an agreement, they will sign a written contract which shall
function as basis for the performance of rights and obligation by
the two parties. Once the contract is effectively concluded ac-
cording to the law, the parties concerned should perform the
contract strictly . So we can say business negotiation plays a
basic part in conclusion of a contract and has direct influence on
the conclusion and implementation of a contract, and also 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 invest-
ment, import and export of products, machinery, equipment,
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technology, etc. are concerned, internationa business negotia-
tion is a consultative process between governments, trade organ-
izations, multinational enterprises or private firms . In aword,
it is a consultive process between the buyers and the sellers.
Business negotiation is conducted either by correspondence or by
face - to face talk, and involves all kinds of terms and conditions
of a sales contract including quality, quantity, packing, ship-
ment, payment, insurance, inspection, clams, arbitration and
force mejeure, etc. Generally speaking, business negotiation
contains four steps: inquiry, offer, counter - offer and accept-
ance, among which offer and acceptance are two indispensable
steps for reaching an agreement and concluding a contract . Ne-
gotiations on some specia trading mainly involve the following
elements such as processing and assembling trade, compensation
trade, technology importation and joint venture, etc.

2 . The preparations for Business Negotiation (

)

International business negotiations involve different respects



and the contents are very complicated . In order to achieve afa-
vorable 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 negotia-
tors should know well their desired results according to their
own practical conditions so as to avoid manipulation by their
counterparts .

Before business negotiations, there are three different ams
to be decided: the best am, the satisfactory am and the accepta-
bleaim . The best aimis theidea aim that will benefit you best
and help you achieve all desired results planned at the beginning
of the negotiation . If the world market is beneficial toyou, as a
negotiator, you should seize every opportunity to firmly maintain
the desired objectives from the beginning to the end until obtai-
ning the best am. When you find it difficult to get the best
am, as a negotiator, you had better make a good preparation to
get your second aim - the satisfactory aim, which is fair for
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 busi-
ness activities, or you have to export or import some products,
you have to face the redity - to accept the third aim, i .e. the
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acceptable am gradualy . But 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
lear n 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 counterparts quite well and take the initiative
Iin business negotiation . In order to obtain the information con-
cerned, market research should be made necessarily, which in-
volves the following:

(1) Make use of trade statistics published by most countries
to learn the size or potential size of the market for your products
or service .
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(2) Try to have a good command of the language and cul-
ture, loca conditions and customs, socia backgrounds and rele-
vant government politics, esp . the policy to foreign trade of the
countries of the target market .

(3) Be sure to know the geographical conditions and fea-
tures, communication and transportation of the countries of the
target market so as to push the sales of certain products .

(4) Be sure to know the target market conditions, such as
the demands and supplies of the commodities, the changes of the
prices, the numbers and ability of the competitors, etc.

3) Making a practical negotiation plan (

It is very important to make a practica negotiation plan after
establishing the am for negotiation and getting necessary infor-
mation . When you draw up the plan, you should pay attention
to the following points:

(1) designing an agenda most suitable to you and letting all
the negotiators be very familiar with the plan .



(2) comparing your own agenda with your counterpart’ s
when you have got his agenda and considering how to adopt the
new strategies and tactics which should be used with caution .

(3) Choosing the location of negotiation which is favorable
to you, for example, choosing the“ home court” which is con-
venient for you to get theinformation; or at least choosing a neu-
tral location which is equally convenient to both parties

3 . The Notable Problem during the Process of Negotiation (
)

International business negotiation is a process that is com-
plicated, arduous, and of courseinteresting in international busi-
ness activities . Y ou will meet with not only thelanguage barrier,
the foreign trade policies of various countries, the life styles of
customers coming from every part of the world, but also the
changes of the world market, powerful opponents for negotiation
and different negotiation styles and tactics, which may bring you
some difficulties in your negotiations, but giveyou great joy and
satisfaction once you overcome those difficulties .
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At the negotiation table, the priceis usually the key point .
Both parties will have a few bargains before acceptance. Many
difficulties center on pricing problems . In order to achieve afa-
vorable outcome from the negotiation, the following points
should be paid attention to:

1) Making a High Offer at the Beginning of Negotiation:
( , 2)

If you are an exporter, you should make a high offer at the
beginning of the negotiation and try your best to achieve your
best aim through negotiation . Even if the best aim could not be
achieved, you could reduce your price step by step without tak-
ing any financia risks because your first quotation is high e-
nough . Meanwhile, as reducing your prices step by step will
make a good impression on the other party, he will be pleased to
cooperate with you . And on this situation, he may well accept
your quotation as the best price.

2) Making No Compromise in the Matter of Prices at the
Beginning of Negotiation . ( ,
)
If you are an exporter, remember never to make compromise

in the matter of prices at the beginning of negotiation, or you
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will lose the other advantages, such as the product’s quality, the
firnTs experience and credit, and other conditions of transaction

being of benefit to you .

T he danger of making compromise in price at the beginning
of negotiation is that it immediately directs the discussions into
pricing issues at the expense of the other important components
of marketing mix . Generally speaking, such initial price com-
promises are followed by more demands from buyers that will
further reduce the profit ability of the export transaction . For
instance, the buyer may press for concessions on: quantity dis-
counts; discounts for repeat orders; improved packaging and la-
beling (for the same price); tighter delivery deadline that may
Increase production and transport costs; free promotiona materi-
asin the language of the import market; free after - sales servi-
cing; supply of free part to replace those damaged from normal
wear and tears; free training of staff in the maintenance and use
of the product; market exclusivity; a long - term agency agree-
ment; higher commission rates; better credit and payment
terms, etc.
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As pricing is the most sensitive issue in business negotia-
tions, you d better try to make the subject be postponed until all
of the other aspects of the transaction have been discussed and a-
greed upon if possible, so as to avoid losing the transaction that
may benefit you .

3) Regecting an Exporter s Price at the Outset of the Nego-
tiation ( , )

As an importer, you should regject the exporter’ s price at the
outset of the discussion in order to get the upper hand from the
start of negotiation, thereby hoping to obtain maximum conces-
sions on other matters, or to test the reality of the offer, or to
find out how far the exporter is willing to lower the price, or to
seek a specific lower price because the product you offer is un-
known in the market . At least, you may force your counterpart
to cut down the high price he offered .

4) Making No Concession on Price at Once When the Im-
porter Doesn' t Accept the Offer ( ,
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)
If the price quoted by exporter has not been accepted by im-

porter, the exporter should react positively by initiating discus-
sions on non - price questions, instead of immediately offering
price concession or taking defensive attitude. Widening the is-
sues and exploring the real reasons behind the objections to the
price quoted will put the talks on a more equal and constructive
footing . Only by knowing the causes of the importer®s disap-
proving the offer can an exporter make a new offer acceptable by
importer or make other arrangements .

5) Constituting the Price Package ( )

After discussing all of the non - price issues, the exporter
can shift the discussions in the fina stage of the talk to financial
matters affecting the price quotation, such as credit terms, pay-
ment schedules, currencies of payment, insurance, commissions
rates, wherehousing costs, after - sales serving, costs of repla-
cing damage goods and so on. Agreement reached on these
points constitutes the price package. Any change in the buyer
requirements should be reflected in a new price package .
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Explanatory Notes on Technical Terms
. processing trade —
. assembling trade —
. compensation trade —
. manipulation —
. target market —
. home court — ( )

~N & o ~A WO DN P

. neutral location —
8 . bargan — ,
9 .at the expense of — ,

10 . component of marketing mix . —
11 . quantity discount —

Test Yourself

1 . Comprehension Questions:

(1) Why do we say that business negotiation pays a basic part

in conclusion of a contract ?

(2) What isinternationa business negotiation ?

(3) What does business negotiation mainly refer to ?
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(4) What steps does business negotiation contain and which
are the indispensable 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 negotia-
tions?

(7) What aims should be established before business negoti-
ation ?

(8) When should negotiators accept the third am ?

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

(10) What does the market research involve?

(11) What should the negotiator do when he knows the a
genda of his counterpart’s ?

(12) What does the phrase "home court " mean ?

(13) What does the phrase " neutral location” mean ?



