The Art of Chinese Negotiation

For Americans, doing business in China
is as much an art as it is a skill. Patience,
in particular, must be brought to the ne-
gotiating table.

You may have heard the joke that the Chinese have more than
200 ways to say no without actually saying the word. The Chinese
national character, by nature, is hidden, suspicious, secretive and
very diplomatic. The truth is the Chinese always maintain a cer-
tain level of reservation while dealing with foreigners because of
historic reasons.

Generally, the Chinese reject the principle of compromise
when negotiating and prefer instead to stress mutual interest. But
they’ll show no hesitation in presenting what they consider to be
unacceptable demands in the middle of discussions. This negoti-
ating style may be confusing - especially to first-time American
visitors who are easily overwhelmed by the attentive treatment of
their Chinese hosts. China is a hospitality and gift-orientated so-
ciety. Showing a warm welcome to foreign guests is a lovely aspect
of Chinese culture, but it’s separate from business. You may receive
100 friendly dinner invitations and still accomplish nothing at the
negotiating table.

Here are some general guidelines to keep in mind when ne-
gotiating with Chinese nationals:

m Chinese reject the typical American notion that focusing on spe-
cific details and avoiding discussion of generalities is the best way
to seck agreement. Chinese prefer instead to come to agreement on
general principals before dealing with troublesome details.

m Chinese usually arrange for the other party to show their
hand first.

m Chinese negotiators can be both obstinate and flexible. They
can be tenacious in holding to their “principles” while surprisingly
flexible about “details.”

m Chinese place much store on friendship and have shown them-
selves to be sensitive to the political views of other parties.
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m Warm and progressively friendlier meetings can lead to disap-
pointing outcomes. Conversely, apparently disinterested negotia-
tors can suddenly announce that a positive agreement is possible.
m Chinese will privately seek out an ethnic Chinese associated
with the American team, whom they assume will be naturally sym-
pathetic. That is why it is important to have a Chinese-speaking
person at your side at the negotiating table.

These guidelines apply to all businesspeople (private and state-
owned), including government officials in China; however, dealing
with an executive from a state-owned business is alot more compli-
cated and necessitates an entirely different set of guidelines:

There is always a hidden agenda.

The first few rounds of negotiation will likely be with execu-
tives at the operations level, but these executives are very influen-
tial with the decision-makers. They like to play tough and to be
considered important, so it is important to gain a friendly rela-
tionship. They have the tendency to use their influence to their
own gain. For example, a successful negotiation could earn a pro-
motion or a better relationship with a superior. Many under-the-

table deals are the result of this hidden agenda.

China is a relationship-driven community.

No deal can be reached without a trust-based relationship, no
matter how high the quality of your products or services. Even if
your product is exactly what they want and your price is right, you
still need some type of endorsement from an authority to close the
deal. In general, Chinese people do not trust law and regulation.
Therefore, forming trustworthy personal relationships with either
operational-level execs or decision-makers is extremely important.

Insights always serve as a key to reaching an agreement.

Relationships are so important in business transactions be-
cause it is from those relationships that you gain the insight you
need to succeed at the negotiating table. You need to know who
the decision-maker is, how many competitors were in the first-
round bid, what’s important during this round of talks and what
type of preparation might be key to success at the next level. You
need these insights to close the deal.

In China, negotiations play a key role in the “portrait” of a
successful business transaction. Painting that portrait takes time,
however, and Americans can be casily frustrated when negotiating
with the Chinese. But if you form the right relationships, and fol-
low the basic rules, you can succeed at the negotiation table.

Know the Five Rules:

1. Practice patience

2. Accept as normal prolonged periods of no movement
3. Beware of exaggeration and discount Chinese rhetoric
about future prospects

4. Resist the temptation to believe that difficulties may
be caused by your own mistakes

5. Try to understand Chinese cultural traits, but never
believe that a foreigner can practice them better than
the Chinese




