[image: image1.png]


[image: image9.png]



[image: image10.png]





Chapter 1  A Brief Introduction to International Trade
Leading in
A Chinese company, the buyer, urgently needs a particular part of a machine to keep the assembly line operational and asks an American company, the seller, to rush it to China without agreeing to the price in advance.

Question: Is the buyer’s proposal an offer?
1.1  Reasons for International Trade
1. Resource Acquisition

International trade, also called foreign trade, or overseas trade, in essence, is the fair and deliberate exchange of commodities and services across national boundaries. It includes import and export trade operations. It arises for many reasons.

Manufactures and distributors seek out products and services as well as components and finished goods produced in foreign countries. The different distributions of the world’s resources determine the patterns of world trade. Some countries or regions are abundant in natural resources; elsewhere, reserves are scarce or nonexistent. For example, the United States is a major consumer of coffee, yet it does not have the climate to grow any fits own. So it has to import coffee from other countries that are rich in coffee, like Brazil, the Republic of Colombia and so on. Britain possesses large reserves of coal but lacks many minerals such as copper and aluminum. The world’s raw materials are unevenly distributed, and both modern manufacturing and agriculture require many different resources. Thus, to obtain these through trading is an absolute necessity.

Climate and terrain affect the cultivation of some agricultural products, which a nation can produce and trade internationally. Some South American countries, for instance, enjoy a favorable climate for growing coffee. However, the USA almost does not grow coffee, and has to import it. On the other hand, the climate and terrain of some states of the USA are ideal for raising wheat. The wheat grown in the USA is so large that it is often exported to other countries.

2. Benefits Acquisition

With the development of manufacturing and technology, there has been another reason, i.e. economic benefit, for nation to trade. It has been found that a country benefits more from producing goods it can make most cheaply and buying those goods that other countries can make at lower costs than by producing everything it needs within its own border. This is often explained by the theory of comparative advantage, also called the comparative cost theory, which was developed by David Ricardo, John Stuart Mill, and other economists in the nineteenth century. The theory emphasizes that different countries or regions have different production possibilities. Trade among countries can be profitable for all, even if one of the countries can produce every commodity more cheaply. As long as there are minor, relative differences in the efficiency of producing a commodity, even the poor country can have a comparative advantage in producing it.

3. Comparative Advantage Acquisition

Comparative advantage has directed countries to specialize in particular products and to mass-produce. For example, the United States is relatively more efficient than Europe in producing food (using one third of the labor). Thus, while the United States has an absolute advantage in both forms of production, its efficiency in food production is greater. Consequently, a great deal of clothing is exported from Europe to the United States.

4. Diversification

Companies usually prefer to avoid wild swings in their sales and profits; so they seek out foreign markets and procurement as a means to this end. Some film companies have to smooth their yearlong sales somewhat because the summer vacation period (the main season for children’s film attendance) varies between the northern and southern hemispheres. These companies have also been able to make large television contracts during different years for different countries. Many other firms take advantage of the fact that the timing of business cycles differs among countries. Thus while sales decrease in one country that is experiencing recession, they increase in another that is undergoing recovery. Finally, by depending on supplies of the same product or component from different countries, a company may be able to avoid the full impact of price swings or shortages in any country that might be brought about, for example, by a strike.

5. Expand Sales

Sales are limited by the number of people interested in a firm’s products and services and by customers’ capacity to make purchases. Since the number of people and the degree of their purchasing power are higher for the world as a whole than for a single country, firms may increase their sales potentials by defining markets in international terms. Ordinarily, higher sales mean higher profits.

There are still some other reasons for international trade. Some nations are unable to produce enough products of a certain item. Thus they have to import some to satisfy a large domestic demand. Moreover, the preference for innovation or style also leads to international trade, which makes available a greater variety of products and offers a wider range of consumer choice of a certain product. Finally, some nations of the world trade with others mainly for political reasons. In those cases, more considerations are given to political objectives rather than economic motivation.

1.2  Forms of International Trade

1. Dealing

Dealing refers to that the exporter (usually the supplier) and the importer (usually the dealer) signs a dealership agreement and the two sides thus establish a buying-selling relationship. Under the dealing, the importer pays for the goods, and is authorized the dealership. The importer earns the margin between the imported price and the reselling price, while he also undertakes the risk after he takes delivery of the goods. As for the exporter, he should consider the condition of the importer, including the capital, management, spot of dealing, commercial credit, influence, etc. According to the level of dealership, dealing can be divided into general dealing, exclusive dealing, special dealing and common dealing, among which the previous three ones are included in the category of franchising, in which the exporter may grant the importer some right to distribute its products, techniques, and trademarks. Under different types of dealing, the importer is authorized different rights and should also fulfill the related obligations. Generally speaking, the importer should maintain a certain sales volume, provide good after-sales service, protect the property rights and fight against illegal manufacture, etc. To be specific, general dealing refers to that the exporter grants the importer exclusive distribution right, the lowest imported price, and the priority for import in a required period and region; the other dealers in the same region must turn to the general dealer for the purchase of the named commodities. Exclusive dealing refers to that the exporter grants the importer exclusive sales right in a required period and region; the other dealers in the same region are excluded to sell the named commodities. Special dealing refers to that the exporter selects several importers as its designated dealers and grants them the authorization certificate for the named commodities; the exporter is barred from providing the named commodities to unauthorized dealers. Common dealing refers that the exporter agrees on the qualification of the importer as the common dealer without selection as long as the importer fulfills the trade obligations and settles the payment; the importer is not granted any special rights, and shoulder less obligations compared with other forms of dealing.

2. Agency

In export trade, agency is a common practice, in which the business is arranged through the agent, who, according to the power designated from the principal, introduces the potential customer to the principal or actually negotiates and concludes the contract between the two parties in return for payment on a commission basis. The difference between dealing and agency can be listed in the following: 1) Under dealing, the two sides establish a buying-selling relation, while under agency, the two sides forms a principal-agent relation; 2) Under dealing, the dealer bears the risks after he takes delivery of the commodities and is responsible for any losses, while under agency, the agent has no obligation to accept the risk, which remains with the principal; 3) Under dealing, the agent is only responsible for the introduction of potential customers and the conclusion of contract rather than the terms and conditions in the contract.

According to the level of authority granted from the principal, the agency is classified into exclusive agency, common agency, and general agency. Exclusive agency refers that the principal grants the agent exclusive rights for the promotion of the named commodities. Common agency refers that the principal selects one or several agents in a required period and region, and the agents are not granted the exclusive rights. Under general agency, the agent is authorized the exclusive rights and carries out the business activities in the required period and region on behalf of the principal.

3. Consignment

Consignment is the act of consigning, by which the consignor sends the commodities to a foreign consignee who, according to the stipulations of the consignment agreement, sells the commodities for the consignor. In the trade practice, the exporters often take consignment to expand their outlets and sales volume. The features of consignment are: 1) The relation between the two parties is that between the consignor and the consignee and not that between the buyer and the seller; 2) The consignor is retaining ownership of the commodities until they are sold to the customers; 3) The exporter is not paid until the commodities are sold out. The profit or loss belongs to the consignor only, and the consignee collects commission; 4) The consignee is not responsible for the risk and its relative expenses resulting from price fluctuation and low market.

4. Auction

An auction is a public sale in which the price is determined by bidding, and the item is sold to the highest bidder. To participate in an auction means to bid to obtain an item. An auction is most useful when the potential price of the asset to be sold is uncertain. Different auction formats exist, varying according to how prices are quoted and bids tendered. The most commonly known of these is the English Auction, which is commonly used for artworks and wine. This auction is also called the ascending price or open-outcry auction. The goods sold by auction are usually: 1) Those which are difficult to be standardized in quality and measure, such as leather, tobacco, tea, flavor, wood, etc; 2) Those which are easy to decay, such as fruits, vegetables, flowers, and ornamental fish, etc; 3) Those which are scarce or of some value in history, such as precious metal, jewellery, antiques, and works of art, etc.

5. Trade Fair

A trade fair is an exhibition organized by the local government or industry associations so that companies in a specific industry can showcase and demonstrate their latest products, study activities of rivals and examine recent trends and opportunities. By attending the trade fairs, the exporters combine the exposition and sales of their products together. Some trade fairs are open to the public, while others can only be attended by members of the trade and members of the press, therefore trade fairs are classified as either “Public” or “Trade Only”. To attend trade fairs, participating companies need to invest some expenses on space rental, design and construction of trade show displays, telecommunications and networking, travel, accommodations, and promotional literature and items to give to attendees. In addition, costs are also covered at the show for services such as electrical, booth cleaning, Internet services, and material handling. As the Internet develops, online trade fairs spring up like the bamboo shoots after the spring rain. There virtual trade fairs now enjoy popularity for their low costs especially during the global financial crisis. The world’s well-known trade fair, the Universal Exposition or Expo (short for “exposition”), and also known as World’s Fair, which has been organized for 40 times and influenced for more than one and a half centuries. The event usually lasts three to six months. The first Expo was held in the Crystal Palace in Hyde Park, London, in 1851 under the title “Great Exhibition of the Works of Industry of All Nations”. 
6. Invitation to Tender and Submission of Tender

Invitation to tender, also named as “call for tender” or “call for bids”, is a procedure for selecting competing offers from different tenderers expecting to win the bid. The business activities that are often conducted in this form of trade are usually construction projects and purchase of goods in large quantity. It is a game between the tenderee and the tenderer, and also a game between the tenderers. Any tenderer, when quoting the price, should consider the other tenderers’ potential offers and predict the bottom line of the tenderee, while his offer cannot be too low to earn a profit. Submission to tender is giving the tender from the tenderer to the tenderee in a required time and place. In fact, invitation and submission to tender are two aspects of this form of trade. In general, there are two ways of invitation to tender:
(1) Open invitation to tender. It is open to all sellers or contractors who can guarantee performance. For most government purchase of goods, open invitation to tender is applied to ensure its competitiveness, openness, and equality; 
(2) Restricted invitation to tender. It is only open to selected prequalified sellers or contractors, especially when it comes to those confidentiality issues like military contracts or sensitive technology projects. The following three concepts need to be made clear in the process of tender.
① Double envelope system. In an open bid or tender system, a double envelope system may be used. The double envelope system separates the technical proposal from the financing or cost proposal in the form of two separate and sealed envelopes. During the tender evaluation, the technical proposal would be opened and evaluated first followed by the financing proposal. The objective of this system is to ensure a fair evaluation of the proposal. The technical proposal would be evaluated purely on its technical merits and its ability to meet the requirements set forth in the invitation without being restrained by the financing proposal.
② Tender box. A tender box is a physical mailbox that is used to receive the physical tender or bid documents. When a tender or bid is being called, a tender of bid number is usually issued as a reference number for the tender box. The tender box would be open for the interested parties to submit their proposals for the duration of the bid or tender. Once the duration is over, the tender box is closed and sealed and can only be opened by either the tender or bid evaluation committee or a member of the procurement department with one witness.
③ Security deposit. Registered contractors are usually required to furnish a bond for a stipulated sum as security or earnest money deposit to be adjusted against work done.

7. Counter-trade

Counter-trade is the trade method in which the seller (the exporter) is required to accept the purchase of goods or services in equivalent or nearly equivalent value from the buyer (the importer). Counter-trade involves several types of forms, including barter trade, compensation trade, counter-purchase, buy-back, and switch trade, among which the barter trade and the compensation trade are used most often.

Barter trade is the direct exchange of goods or services without an intervention of exchange medium or money. It is either based on established rates of an exchange or by bargaining. Barter is regarded as the oldest form of commerce since the time when money does not exist in the communities. It is now widely used in modern economic world, especially for the trade of farming products. For example, Argentina and Cuba had signed an agreement on barter trade of Argentina’s corn with Cuban sugar in August each year, from 1995 to 2003. Oil-for-Food Programme is established under the UN Security Council Resolution 986, with which Iraq is allowed to exchange oil with other nations for food, medicine, and other humanitarian supplies for ordinary Iraqi citizens.

Compensation trade refers that payments of imports (chiefly machinery and equipment for a factory) are to be made by products of the particular factory during certain years of its production according to the agreement. For example, in the early 1980s, foreign investors provide directly, or on the basis of credit, the machinery, equipment and technology for Chinese enterprises, who compensate the foreign investors in installments for cost of such equipment and technology with the products manufactured using the equipment and technology provided.

Counter-purchase is a reciprocal buying agreement, under which the exporter agrees to purchase goods and services back from the importer or from a company nominated by the importer within a certain period of time, and the value of the goods being purchased in future is an agreed percentage of the total price of the goods originally exported. Offset is similar to counter purchase because the exporter is required to purchase goods and services with an agreed percentage of the proceeds from the original sale. The difference is that the exporter can fulfill this obligation with any firm in the country to which the sale is being made.

The term “switch trade” refers to the use of a specialized third-party trading house in a counter-trade arrangement. When a firm enters into a counter-purchase of an offset agreement with a country, it has to fulfill the obligation of purchase within a certain period of time, which is usually called “counter-purchase credits”. These should be used to purchase goods from that country. A Switch trade occurs when a third-party trading house buys the form’s counter-purchase credits and sells them to another form that can make better use of them.

8. Futures

Futures, a very important financial method, which dates back to the 1700s when Japanese feudal lords collect the rents from their tenants in the form of rice, is now widely spread to almost every nation of the world. Futures markets provide manufacturers a possibility to reduce their risks in future. To illustrate this point, let’s first take a look at a farmer’s case. The farmer plants corn, which grows well, and the farmer has a good harvest year. But a good harvest cannot ensure him a good profit, because other farmers get the same result in this year so that abundant corns are provided in the market, leading to a drop in prices. The next year, growing conditions are getting worse, the production shrinks, and the prices therefore go up, but the farmer produces less. It seems that there is always a risk the farmer has to face up, which is known as the “farmer’s dilemma”. To control the risk, the farmer may enter into a standardized futures contract before the harvest time. This is the one including the agreements to sell his expected crop at a price agreed on before the harvest time by him and the buyer (people who need corn, like corn oil producers), and fulfills the delivery in future. As for the buyer, he could also reduce the uncertainty by setting a fixed cost for raw material (corn). Both the farmer and the buyer wish to establish such a contract for their price and cost certainty respectively. This kind of contract protects the farmer against price fluctuation, and to guarantee the price of the corn in the future makes the farmer clear about the expected profits. By trading the futures contract in the futures exchange the farmer can also hedge the value of his corns through the transaction with a third party. Suppose he is going to sell 100 bushel of corns to the buyer in 2 months at the spot market, on which the price is determined by the market force, and he predicts that the price will go down, he could sell a futures contract with the same amount at a current futures price. When the delivery time is due, he sells the corns at a loss, while he could buy a futures contract at a lower futures price so that the losses at the spot market are offset by the gains he received from the futures market. Similarly, the corn oil producer may hedge for the costs of corn.

1.3  Problems in International Trade

1. Cultural Difference

When dealing in international trade (exporting and importing), a businessman has to face a variety of conditions which differ from those to which he has grown accustomed in the domestic trade. The fact that the transactions are across national borders highlights the differences between domestic and international trade. Generally, there are certain differences which justify the separate treatment of international trade and domestic trade. In particular, these differences include cultural difference, monetary conversion, and trade barriers. Foreign traders must be aware of these differences because they often bring about trade conflicts in international trade.
There are many cultures as there are peoples on earth. When companies do business overseas, they come in contact with people from different cultures. They often speak different languages and have their own particular customs and manner. The people of all cultures are ethnocentric. This means that they judge the world from their own ways of looking at things. Therefore, in international trade, business people should be on alert against different local customs and business norms.

2. Monetary Conversion

Monetary conversion is another major problem in doing international trade. If every country in the world use the same currency, the world trade would be made much easier. But this is not the case: a Copehagen beer producer wants to be paid in Danish krone. Currencies, like other commodities such as beer, have a certain value. The only difference is that each currency’s value is stated in terms of other currencies. French francs have value in the US dollars, which have a value in Britain pounds, or a value in Japanese yen. These exchange rates change every day and are constantly updated in banks and foreign exchange offices around the world.

Importing and exporting firms to whom the payment is made in foreign currency can be involved in significant foreign exchange risks because of the fluctuation in exchange rates. An importer, for example, does not receive a shipment immediately after ordering it, and is often given a short period of commercial credit. Suppose a UK importer must pay a certain amount of Deutsche Mark in 60 days to a German exporter for the import of some equipment. This transaction leaves the UK firm open to substantial exchange rate risk because during those 60 days, the pounds may depreciate relatively to the Deutsche Mark, forcing the UK firm to spend a large amount of pounds to satisfy its import commitment.

3. Trade Barriers

The third problem is trade barriers. It is generally assumed, as the famous economist David Ricardo stated in the nineteenth century, that the free flow of international trade benefits all who participate. In actual practice, however, the world has never had a completely free trading system. This is because every individual country puts controls on trade for the reasons:

a. To correct a balanced-of payment deficit. Such a deficit occurs when the total payments leaving a country are greater than money in receipt entering from abroad. The country then tries to limit imports and increase exports.

b. In view of national security. Nations sometimes restrict exports of critical raw materials, high technology, or equipment when such export might harm its own welfare.

c. To protect their own industries against the competition of foreign goods. This is generally on the grounds that infant industries need to be shielded from foreign competition during their start-up periods. A country usually offers protection to its domestic industries by taxing imports of similar foreign goods. The tax may be levied as a percentage of the value of the imports, which is called an ad valorem tariff. When a tariff is added to the price of a foreign product coming into a country, it raises the price of the item to the consumer.

Although tariffs have been lowered substantially by international agreements, countries continue to use other devices to limit imports or to increase exports.

Notes to the Text
I. Vocabulary and phrases.
1. foreign trade  对外贸易

2. overseas trade  海外贸易

3. international trade  国际贸易

4. to trade with  和……进行贸易

5. to do business in a moderate way  做生意稳重

6. to do business in a sincere way  做生意诚恳

7. deal  交易，经营

8. to deal in  做生意

9. to explore the possibilities of  探讨……的可能性

10. trade circles  贸易界

11. to handle  经营某商品

12. to trade in  经营某商品

13. business scope/frame  经营范围

14. trading firm/house  贸易行，商行

15. trade by commodities  商品贸易

16. visible trade  有形贸易

17. invisible trade  无形贸易

18. barter trade  易货贸易

19. bilateral trade  双边贸易

20. triangle trade  三角贸易

21. multilateral trade  多边贸易

22. counter-trade  对销贸易

23. counter-purchase  互购贸易

24. buy-back  回购贸易

25. compensation trade  补偿贸易

26. processing trade  加工贸易

27. assembling trade  装配贸易

28. leasing trade  租赁贸易

29. in exchange for  用……交换……
30. trade agreement  贸易协议

II. Sentences and paragraphs.
1. For example, the United States is a major consumer of coffee, yet it does not have the climate to grow any fits own. So it has to import coffee from other countries that are rich in coffee, like Brazil, the Republic of Colombia and so on. Britain possesses large reserves of coal but lacks many minerals such as copper and aluminum.

例如，美国是一个咖啡消费国，但由于气候的关系，它不能大量生产咖啡，因此，它不得不从其他盛产咖啡的国家，如巴西、哥伦比亚共和国等地进口咖啡。英国拥有大量的煤炭资源，却严重缺乏像铜、铝之类的矿产资源。

2. Generally, there are certain differences which justify the separate treatment of international trade and domestic trade. In particular, these differences include cultural difference, monetary conversion, and trade barriers. Foreign traders must be aware of these differences because they often bring about trade conflicts in international trade.

一般地说，有几个差异要求我们必须对国内贸易和国际贸易区别对待。这些差异主要包括文化差异、货币兑换和贸易壁垒。从事国际贸易的商人必须了解这些差异，因为这些差异经常会引起贸易摩擦。

3. Monetary conversion is another major problem in doing international trade. If every country in the world use the same currency, the world trade would be made much easier. But this is not the case: a Copenhagen beer producer wants to be paid in Danish krone.

另外一个主要问题就是货币兑换问题。如果世界上的每个国家都使用同样的货币，世界贸易将会变得容易得多。但事实并非如此，犹如一位哥本哈根啤酒商人要求用丹麦克朗来支付货款。

4. Such a deficit occurs when the total payments leaving a country are greater than money in receipt entering from abroad. The country then tries to limit imports and increase exports. 
当一个国家的全部支出款项超过从国外收进的款项时，就会出现逆差。这时，该国就要限制进口，而增加出口。

Exercises
I. Match each one on the left with its correct meaning on the right.
1. motivation   
A. to make continual efforts to gain something
2. pursue      
B. the action of obtaining, esp. by efforts of careful attention
3. mark up       
C. which by its nature can not be known by senses, not clear and certain, 
   not real  
4. procurement   
D. the goods (freight) carried by a ship, plane or vehicle
5. intangible     
E. the amount by which a price is raised
6. cargo         
F. profit, interest
7. royalty        
G. the net value of assets or interest, invest
8. equity         
H. not needing other things or people, taking decisions alone
9. yield         
I. a share of profits
10. independent  
J. need or purpose
1. (     )  2. (     )  3. (      )  4. (      )  5. (      ) 
6. (     )  7. (     )  8. (      )  9. (      )  10. (      )
II. Decide whether the following statements are true (T) or false (F).
1. Modern manufacturing and agriculture require many different resources. Thus, to obtain these through trading is an absolute necessity.
(    )
2. The climate and terrain will not affect the cultivation of wheat in a country. 
(    )
3. A country benefits more by producing goods it can make most cheaply and buying those goods that other countries can make at lower costs than by producing everything it needs within its own border. This is often explained by the theory of comparative advantage. 
(    )
4. Comparative advantage hasn’t directed countries to specialize in particular products and to mass-produce. 
(    )
5. By depending on supplies of the same product or component from the same countries, a company may be able to avoid the full impact of price swings or shortages in any country that might be brought about. 
(    )
6. Firms may increase their sales potentials by defining markets in international terms.
 
(    )
7. According to the level of authority granted from the principal, agency is classified into exclusive agency, common agency, and general agency. 
(    )
8. Under general agency, the agent is authorized the exclusive right and carries out the business activities in the required period and region on behalf of the principal. 
(    )
9. A trade fair is an exhibition organized by the local government or industry associations so that companies in a specific industry can showcase and demonstrate their latest products, study activities of rivals and examine recent trends and opportunities. 
(    )
10. There aren’t any differences which justify the separate treatment of international trade and domestic trade. 
(    )
III. Answer the following questions according to the information you have got.

1. What is international trade?

2. What is the most essential motive for pursuing international trade?

3. What are the forms of international trade?

4. Set some examples of invisible trade.

5. Why do many countries impose restrictions on trade?

6. What benefits does international trade bring about?
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Chapter 2  Price Terms
Leading in
China’s Company A, located in Xi’an, exported 30 m/t of Liquorice Cream to Japan for USD54,000 FOB Xingang, Tianjin. Shipment should be made on or before December 25 as contracted. Company A transported the above goods to its Tianjin office in early December. Unfortunately, the goods were burnt in the warehouse the third day after arrival. Tianjin office had no choice but notify Company A to send another 30 m/t so as to catch the time of shipment.
Question: How could company A avoid the above risk?
2.1  Function and Classification of Price Terms

1. The Function of Price Terms

Price term, or trade term, is a short phrase on its English acronym to specify the price structure and the division of risks, expenses, and responsibilities. It simplifies the contents in business negotiation, shortens the period of the delivery, saves a lot of transaction expenses and makes it easy for the traders to discriminate different risks and responsibilities under different terms and conditions. For instance, according to normal practice, FOB (Free on Board) and DES (Delivered EX Ship) represent two different modes of transaction with different clear-cut risks and responsibilities taken by the two sides, who find it not necessary to spend valuable time and energy on negotiation of respective terms and conditions already included in the price terms. It also facilitates the calculation of price and cost, because the price term underlines the price structure and the two sides have to consider different incurring expenses, including freight, insurance premium, loading and unloading charges, tariff, value added tax, cost of warehousing, etc., which is convenient for price comparison and calculation. If there is any trade disputes and the conditions on the contract that are vaguely stipulated, standard interpretation of price terms can be consulted to judge the disputes.

2. The Analysis of Price 
Any of the trade prices constitutes the following basic components: type of currency, price per unit or total price, measurement unit, and price terms. For example, in the quoted price “$100 per dozen CIF New York”, the type of currency is US dollar, the price per unit is 100, the measurement unit is dozen, and the price term is CIF New York. From the definition of price term, the price structure and terms of transaction are clearly stated. The concluded price in international trade includes the local costs, the expenses incurred abroad and the expected profits. Local costs usually constitute the manufacturing cost or purchase price, costs of commodity circulation and taxes. Expenses incurred abroad constitute transportation fees from the place of export to the place of import, insurance premium, and other relative expenses.

Different prices determine different price structures. For example, if the transaction is concluded on the basis of CIF, it is required that the exporter covers the expense of freight and insurance premium, then the price is made up of local costs, freight and insurance premium; if the transaction is based on FOB, both the expenses of freight and insurance premium are not born by the exporter, then the price is made up of local costs only. In addition to the price structure, price terms also indicate the terms of transaction, which expressly stipulate the respective responsibilities of the exporter and the importer. For example, under FOB, the importer is responsible for appointing his carrier to take delivery of cargo at the port of shipment, and the exporter is responsible for loading the cargo onto the buyer’s designated ship. The point of risk transfer is at the designated ship’s rail on the port of shipment, which means the exporter bears all the risks and covers any expenses before the cargo are transferred over the ship’s rail on the port of shipment, while the importer bears all the risks and covers any expenses after the cargo are transferred over the ship’s rail on the port of shipment. Therefore, FOB contract is called “shipment contract” and “symbolic delivery”. Under DES, the exporter is responsible for appointing his carrier to transport the cargo to the designated port of destination, which means the exporter bears all the risks and covers any expenses before the cargo is delivered to the importer on the ship on the port of destination, and the importer bears all the risks and covers any expenses before the cargo is delivered to him on the ship on the port of destination, and the importer bears all the risks and covers any expenses after the cargo is delivered to him on the ship on the port of destination. Therefore, DES contract is called “arrival contract” and “physical delivery”.
3. International Trade Practice Concerning Price Terms
In customary trade practice, several price terms are commonly used. However, these terms are not uniformly interpreted and often arise misunderstanding and disagreements in early 20th century. In order to give a standard and authoritative interpretation of these terms, ICC (International Chamber of Commerce) issued “Incoterms 1936”, a set of international rules for the interpretation of price terms. Amendments and additions were later made in 1953, 1967, 1976, 1980, 1990 and 2000 to keep pace with the development of international trade. The latest edition is “Incoterms 2000” that has been applied for 10 years. ICC has revised “Incoterms 2000” and drafted “Incoterms 2011”, which came into force on 1 January 2011. “Incoterms 2000” include 13 price terms, and each term states the exporter’s and the importer’s responsibilities for the obligations of transportation, loading, unloading, customs clearance, insurance premium, etc. They also specify the risk that passes from the exporter to the importer. What should be noted is that Incoterms are not laws. If there is any dispute, the first evidence to depend on is the sales contract. When the terms and conditions on the sales contract are not clear, the interpretation of Incoterms can be consulted.
4. The Classification of Price Terms
According to different standards, price terms in “Incoterms 2000” can be classified into different categories. According to the initial letter of each abbreviation, it can be classified in the following four groups. Group E  Departure: EXW, this is the only term whereby the seller makes the goods available at his own premises to the buyer; Group F  Main Carriage Unpaid: FCA, FAS and FOB, these are the terms whereby the seller is responsible to deliver the goods to a carrier named by the buyer; Group C  Main Carriage Paid: CFR, CIF, CPT and CIP, these are the terms whereby the seller is responsible for contracting and paying for carriage of the goods, but not responsible for additional costs or risk of loss or damage to the goods once they have been shipped; Group D  Arrival: DAF, DES, DEQ, DDU and DDP, these are the terms whereby the seller is responsible for the costs and the risks associated with bringing the goods to the place of destination.
According to the application of price terms in different modes of transportation, some terms are designed with ocean and inland waterway transportation while others are designed to be applicable to all modes. The following are two groups applicable to different modes of transportation: for maritime and inland waterway transportation: FAS, FOB, CFR, CIF, DES, DEQ; for any mode of transportation: EXW, FCA, CPT, CIP, DAF, DDU, DDP.
2.2  Commonly Used Three Price Terms to Sea 
and Waterway Transportation
2.2.1  FOB 
1. Interpretation of FOB

FOB (Free on Board…Named Port of Shipment) means the seller delivers when the goods pass the ship’s rail at the named port of shipment. This means that the buyer has to bear all costs and risks of loss or damage to the goods from that point. The FOB term requires the seller to clear the goods for export. This term can be used only for sea or inland waterway transport. If the parties do not intend to deliver the goods across the ship’s rail, the FCA term should be used. The respective obligations of the seller and the buyer can be seen in the following.
A. The seller’s obligations:
1) Provision of goods in conformity with the contract
The seller must provide the goods and the commercial invoice, or its equivalent electronic message, in conformity with the contract of sale and any other evidence of conformity, which may be required by the contract.
2) Licenses, authorization and formalities
The seller must obtain at his own risk and expense any export license or other official authorization and carry out all customs formalities necessary for the export of the goods.
3) Contracts of carriage and insurance
No relevant obligation.
4) Delivery
The seller must deliver the goods on the date or within the agreed period at the named port of shipment and in the manner customary at the port on board the vessel nominated by the buyer.
5) Transfer of risks
The seller must bear all risks of loss or damage to the goods until such time as they have passed the ship’s rail at the named port of shipment.
6) Division of costs
The seller must pay all costs relating to the goods until such time as they have passed the ship’s rail at the named port of shipment; and the costs of customs formalities necessary for export as well as all duties, taxes and other charges payable upon export.
7) Notice to the buyer
The seller must give the buyer sufficient notice that the goods have been delivered.
8) Proof of delivery, transport document or equivalent electronic message
The seller must provide the buyer at the seller’s expense with the usual proof of delivery. Unless the document referred to in the preceding paragraph is the transport document, the seller must render the buyer, at the latter’s request, risk and expense, every assistance in obtaining a transport document for the contract of carriage (for example, a negotiable bill of lading, a non-negotiable sea waybill, and inland waterway document, or a multimodal transport document).
Where the seller and the buyer have agreed to communicate electronically, the document referred to in the preceding paragraph may be replaced by an equivalent  electronic data interchange (EDI) message.
9) Checking-packaging-marking
The seller must pay the costs of those checking operations (such as checking quality, measuring, weighing, counting) which are necessary for the purpose of delivering the goods.
The seller must provide at his own expense packaging (unless it is usual for the particular trade to ship the goods of the contract description unpacked) which is required for the transport of the goods, to the extent that the circumstances relating to the transport (for example modalities, destination) are made known to the seller before the contract of sale is concluded. Packaging is to be marked appropriately.
B. The buyer’s obligations:
1) Payment of the price
The buyer must pay the price as provided in the contract of sale.
2) Licenses, authorization and formalities
The buyer must obtain at his own risk and expense any import license or other official authorization and carry out all customs formalities for the import of the goods and, when necessary, for their transit through any country.
3) Contract of carriage and insurance
a) Contract of carriage: The buyer must contract at his own expense for the carriage of the goods from the named port of shipment.
b) Contract of insurance: No relerant obligation.
4) Taking delivery
The buyer must take delivery of the goods when they have been delivered.
5) Transfer of risks
The buyer must bear all risks of loss or damage to the goods from the time they have passed the ship’s rail at the named port of shipment; and from the agreed date or the expiry date of the agreed period for delivery which arise because he fails to give notice, or because the vessel nominated by him fails to arrive on time, or is unable to take the goods, or closes for cargo earlier than the time notified, provided, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods.
6) Division of costs
The buyer must pay all costs relating to the goods from the time they have passed the ship’s rail at the named port of shipment; and any additional costs incurred, either because the vessel nominated by him fails to arrive on time, or is unable to take the goods, or closes for cargo earlier than the time notified, or because the buyer has failed to give appropriate notice, provided, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods; and all duties, taxes and other charges as well as the costs of carrying out customs formalities payable upon import of the goods and for their transit through any country.
7) Notice to the seller
The buyer must give the seller sufficient notice of the vessel name, loading point and required delivery time.
8) Proof of delivery, transport document or equivalent electronic message
The buyer must accept the proof of delivery.
9) Inspection of goods
The buyer must pay the costs of any pre-shipment inspection except when such inspection is mandated by the authorities of the country of export.
2. Variants of FOB

The interpretation of FOB terms varies according to the locality where the goods are loaded, in respect of incidence of loading expense. The general idea is that the seller shall bear all the expenses, responsibility and risks before his goods are loaded on board a ship. What is meant by “the goods are loaded on board a ship”? It is open to varied interpretations. This concept is construed in some countries as the goods having effectively passed the ship’s rail, and in some other countries as the goods having been placed on board of a ship, or having been put into the ship’s hold. These three stages of loading work are actually linked and encompassed in one operation. Which one of the three interpretations is adopted determines the way in which the expenses, responsibility and risks are divided between the buyer and the seller. It is a matter of concern to the people engaged in foreign trade especially when they are negotiating a big business deal, say, 5,000,000 m/t of wheat, coal, mineral ore and the like. The amount of loading expenses can be a staggering sum of money.
It must be made clear at which point of time in the course of loading operation the risks shall pass from the seller to the buyer, and up to which point of time the buyer shall begin to bear the loading expenses. For instance, at some European ports, the seller shall pay all the expenses until the goods are put into the ship’s hold and stowed properly according to its usual practice (or custom) of the port; but at some other ports, the seller shall pay the loading expenses except stowing expenses. Furthermore, there is such a custom (or practice) of a certain port that the seller’s obligation is to send the goods to the wharf godown (shed) only; at some other ports, the entire loading expense is to be divided equally between the buyer and the seller. In view of these variants, as a foreign trade businessman he ought to be careful about the application of the FOB terms and may do well to choose one of the following FOB variants to suit his need.
1) FOB Liner Terms
It means that all the loading and unloading expenses are to be born by the party who pays the freight, i.e., the charterer of the carries vessel. Under FOB liner terms, the sellers shall not pay lading expenses, the charterer being the buyer.
2) FOB Stowed
It denotes that the seller pays the loading expenses including stowing expenses.
3) FOB Trimmed
This term signifies that the seller pays all the loading expenses including trimming expense (which actually also includes stowing expense).
4) FOB Under Tackle
This term only requires the seller to send and place the goods on the wharf within the reach of the ship’s tackle.
5) FOA (FOB Airport /Free on Airport)
Under this term, goods are shipped by the air carrier. The exporter’s responsibility is to supply the goods, pack and inspect the goods, prepare all the necessary documents including the export license, and pay for export taxes. The importer notifies the exporter of the air carrier and airport and all other necessary instructions and bears all risks and costs to the air carrier. The exporter’s responsibility ceases only when he delivers the contracted goods to the airport authority.
6) FOR (Free on Rail)/FOT (Free on Truck)
This term is used to have the goods shipped by rail. The price quoted includes the delivery by the exporter from his premises to the railway station. The exporter fulfills his obligations by packing the goods, paying for the checking, and transportation to the station, providing usual transport documents to the importer, and notifying the importer that the goods are in position. The risk ends once the goods are in the custody of the railway authority if it is less than a car load (LCL). Full car load (FCL) cargo shall be loaded directly to the rail wagon by the exporter at his own costs. All transportation and other charges from the railway to the final destination are born by the importer, even if the shipment is arranged by the exporter.
2.2.2  CFR 

1. Interpretation of CFR

CFR (Cost and Freight…Named Port of Destination) means that the seller delivers when the goods pass the ship’s rail in the port of shipment. The seller must pay the costs and freight necessary to bring the goods to the named port destination. But the risk of loss or damage to the goods, as well as any additional costs due to events occurring after the time delivery, are transferred from the seller to the buyer. The CFR term requires the seller to clear the goods for export. This term can be used only for sea and inland waterway transport. If the parties do not intend to deliver the goods across the ship’s rail, the CPT term should be used. The respective obligations of the seller and the buyer can be seen in the following.
A. The seller’s obligations:
1) Provision of goods in conformity with the contract
The seller must provide the goods and the commercial invoice, or its equivalent electronic message, in conformity with the contract of sale and any other evidence of conformity which may be required by the contract.
2) Licenses, authorization and formalities
The seller must obtain at his own risk and expense any export license or other official authorization and carry out, where applicable, all customs formalities necessary for the export of the goods.
3) Contracts of carriage and insurance
a) Contract of carriage: The seller must contract on usual terms at his own expense for the carriage of the goods to the named port of destination by the usual route in a seagoing vessel (or inland waterway vessel as the case may be) of the type normally used for the port of goods of the contract description.
b) Contract of insurance: No relevant obligation.
4) Delivery
The seller must deliver the goods on board the vessel at the port of shipment on the date or within the agreed period.
5) Transfer of risks
The seller must bear all of risks loss or damage to the goods until such time as they have passed the ship’s rail at the port of shipment.
6) Division of costs
The seller must pay all costs relating to the goods until such time as they have been delivered, the freight and all other costs including the costs of loading the goods on board and any charges for unloading at the agreed port of discharge which were for the seller’s account under the contract of carriage; the costs of customs formalities necessary for export as well as all duties, taxes and other charges payable upon export, and for their transit through any country if they were for the seller’s account under the contract of carriage.
7) Notice to the buyer
The seller must give the buyer sufficient notice that the goods have been delivered as well as any other notice required in order to allow the buyer to take measures which are normally necessary to enable him to take the goods.
8) Proof of delivery, transport document or equivalent electronic message
The seller must at his own expense provide the buyer without delay with the usual transport document for the agreed port of destination. This document (for example, a negotiable bill of lading, a non-negotiable sea waybill of and inland waterway document) must cover the contract goods, be dated within the period agreed for shipment, enable the buyer to claim the goods from the carrier at the port of destination and, unless otherwise agreed, enable the buyer to sell the goods in transit by the transfer of the document to a subsequent buyer (the negotiable bill of lading) or by notification to the carrier. When such a transport document is issued in several originals, a full set of originals must be presented to the buyer. Where the seller and the buyer have agreed to communicate electronically, the document referred to in the preceding paragraphs may be replaced by and equivalent electronic data interchange (EDI) message.
9) Checking-packing-marking
The seller must pay the costs of those checking operations (such as checking quality, measuring, weighing, counting) which are necessary for the purpose of delivering the goods. The seller must provide at his own expense packaging (unless it is usual for the particular trade to ship the goods of the contract description packed) which is required for the transport of the goods arranged by him. Packaging is to be marked appropriately.
B. The buyer’s obligations:
1) Payment of the price
The buyer must pay the price as provided in the contract of sale.
2) Licenses, authorization and formalities
The buyer must obtain at his own risk and expense any import license or other official authorization and carry out customs formalities for the import of the goods and for their transit through any country.
3) Contracts of carriage and insurance
No obligation.
4) Taking delivery
The buyer must accept delivery of the goods when they have been delivered and receive them from the carrier at the named port of destination.
5) Transfer of risks
The buyer must bear all risks of loss or damage to the goods from the time they have passed the ship’s rail at the port of shipment. The buyer must, should he fail to give notice, bear all risks of loss or damage to the goods from the agreed date or the expiry date of the period fixed for shipment provided, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods.
6) Division of costs
The buyer must pay all costs relating to the goods from the time they have been delivered and all costs and charges relating to the goods whilst in transit until their arrival at the port of destination, unless such costs and charges were for the seller’s account under the contract of carriage; and unloading costs including lighterage and wharfage charges, unless such costs and charges were for the seller’s account under the contract of carriage; and all additional cost incurred if he fails to give notice for the goods from the agreed date or the expiry date of the period fixed for shipment, provided, however, that the goods have been duly appropriated to the contract that is to say, clearly set aside or otherwise identified as the contract goods; and all duties, taxes and other charges as well as the costs of carrying out customs formalities payable upon import of the goods and, where necessary, for their transit through any country less included within the cost of the contract of damage.
7) Notice to the seller
The buyer must, whenever he is entitled to determine the time for shipping the goods and/or the port of destination, give the seller sufficient notice thereof.
8) Proof of delivery, transport document or equivalent electronic message
The buyer must accept the transport document if it is in conformity with the contract.
9) Inspection of goods
The buyer must pay the costs of any pre-shipment inspection except when such inspection is mandated by the authorities of the country of export.
2. Comparison with CFR

The only difference between CIF and CFR lies in the fact that under CFR terms the buyer is responsible for the payment of insurance premium and of course, for arranging the necessary coverage with an insurance company in the buyer’s country whereas under CIF terms, the buyer is not. It does not concern the seller, however, the seller must see to it that shipping advice shall be sent in time so as to enable the buyer to proceed with insurance arrangement. In case the seller fails to send the shipping advice due to oversight, he will be held responsible for any loss or damage to the goods as a result of his negligence. The variants of CFR is the same with that of CIF.
2.2.3  CIF 
1. Interpretation of CIF

CIF (Cost, Insurance and Freight…Named Port of Destination) means that the seller delivers when the goods pass the ship’s rail in the port of shipment. The seller must pay the costs and freight necessary to bring the goods to the named port of destination. But the risk of loss or damage to the goods, as well as any additional costs due to events occurring after the time of delivery, are transferred from the seller to the buyer. However, in CIF the seller also has to procure marine insurance against the buyer’s risk of loss or damage to the goods during the carriage. Consequently, the seller contracts for insurance and pays the insurance premium. The buyer should note that under the CIF term the seller is required to obligation insurance only on minimum cover. Should the buyer wish to have the protection of greater cover, he would either need to agree as such expressly with the seller or to make his own extra insurance arrangements. The CIF term requires the seller to clear the goods for export. This term can be used only for sea and inland waterway transport. If the parties intend to deliver the goods across the ship’s rail, the CIP term should be used. The respective obligations of the seller and buyer can be seen in the following.
A. The seller’s obligations:
1) Provision of goods in conformity with the contract
The seller must provide the goods and the commercial invoice, or its equivalent electronic message, in conformity with the contract of sale and any other evidence of conformity which may be required by the contract.
2) Licenses, authorization and formalities
The seller must obtain at his own risk and expense any export license or other official authorization and carry out all customs formalities necessary for the export of the goods.
3) Contracts of carriage and insurance
a) Contract of carriage: The seller must contract on usual terms at his own expense for the carriage of the goods to the named port of destination by the usual route in a seagoing vessel (or inland waterway vessel as the case may be) of the type normally used for the transport of goods of the contract description.
b) Contract of insurance: The seller must obtain at his own expense cargo insurance as agreed in the contract, such that the buyer, or any other person having an insurable interest in the goods, shall be entitled to claim directly from the insurer and provide the buyer with the insurance policy or other evidence of insurance cover. The insurance shall be contracted with underwriters or an insurance company of good repute and, failing express agreement to the contrary, be in accordance with minimum cover of the Institute Cargo Clauses (Institute of London Underwriters) or any similar clauses. When required by the buyer, the seller shall provide at the buyer’s expense in the case of war, strikes, riots and civil commotion risk insurances if procurable. The minimum insurance shall cover the price provided in the contract plus 10% (i.e. 110%) and shall be provided in the currency of the contract.
4) Delivery
The seller must deliver the goods on board the vessel at the port of shipment on the date or within the agreed period.
5) Transfer of risks
The seller must bear all risks of loss or damage to the goods until such time as they have passed the ship’s rail at the port of shipment.
6) Division of costs
The seller must pay all costs relating to the goods until such time as they have been delivered and the freight and all other costs, including the costs of loading the goods on board and the costs of insurance and any charges for unloading at the agreed port of discharge which were for the seller’s account under the contract of carriage; and the costs of customs formalities necessary for export as well as all duties, taxes and other charges payable upon export, and for their transit through any country if they were for the seller’s account under the contract of carriage.
7) Notice to the buyer
The seller must give the buyer sufficient notice that the goods have been delivered as well as any other notice required in order to allow the buyer to take measures which are normally necessary to enable him to take to goods.
8) Proof of delivery, transport document or equivalent electronic message
The seller must, at his own expense, provide the buyer without delay with the usual transport document for the agreed port of destination. This document (for example, a negotiable bill of lading, a non-negotiable sea waybill or an inland waterway document) must, covering the contract goods, be dated within the period agreed for shipment, enable the buyer to claim the goods from the carrier at the port of destination and, unless otherwise agreed, enable the buyer to sell the goods in transit by the transfer of the document to a subsequent buyer (the negotiable bill of lading) or by notification to the carrier.
When such a transport document is issued in several originals, a full set of originals must be presented to the buyer. Where the seller and the buyer have agreed to communicate electronically, the document referred to in the preceding paragraphs may be replaced by an equivalent electronic data interchange (EDI) message.
9) Checking-packaging-marking
The seller must pay the costs of those checking operations (such as checking quality, measuring, weighing, counting) which are necessary for the purpose of delivering the goods. The seller must provide at his own expense packaging (unless it is usual for the particular trade to ship the goods of the contract description packed) which is required for the transport of the goods arranged by him. Packaging is to be marked appropriately.
B. The buyer’s obligations:
1) Payment of the price
The buyer must pay the price as provided in the contract of sale.
2) Licenses, authorization and formalities
The buyer must obtain at his own risk and expense any import license or other official authorization and carry out all customs formalities for the import of the goods and for their transit through any country.
3) Contracts of carriage and insurance
No relerant obligation.
4) Taking delivery
The buyer must accept delivery of the goods when they have been delivered and receive them from the carrier at the named port of destination.
5) Transfer of risks
The buyer must bear all risks of loss or damage to the goods from the time they have passed the ship’s rail at the port of shipment. The buyer must, should he fail to give notice, bear all risks of loss or damage to the goods from the agreed date or the expiry date of the period fixed for shipment provide, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods.
6) Division of costs
The buyer must pay all costs relating to the goods from the time they have been delivered and all costs and charges relating to the goods whilst in transit until their arrival at the port of destination, unless such costs and charges were for the seller’s account under the contract of carriage; and unloading costs including lighterage and wharfage charges, unless such costs and charges were for the seller’s account under the contract of carriage; and all additional costs incurred if he fails to give notice, for the goods from the agreed date or the expiry date of the period fixed for shipment, provided, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods; and all duties, taxes and other charges as well as the costs of carrying out customs formalities payable upon import of the goods and, where necessary, for their transit through any country less included within the cost of the contract of carriage.
7) Notice to the seller
The buyer must, whenever he is entitled to determine the time for shipping the goods and/or the port of destination, give the seller sufficient notice thereof.
8) Proof of delivery, transport document or equivalent electronic message
The buyer must accept the transport document if it is in conformity with the contract.
9) Inspection of goods 
The buyer must pay the costs of any pre-shipment inspection except when such inspection is mandated by the authorities of the country of export.
2. Important Notice 
(1) Under CIF terms, the seller is obligated to arrange insurance and pay insurance premium. It is provided for in Incoterms that the goods should be covered on FPA terms at 110% of the invoice value. However, sometimes, the buyers request WPA insurance instead of FPA and occasionally demand inclusion of war risks or other special risks in insurance coverage. There are times when the buyers in some Asian countries intend to better protect their costs and profits, they require the insured value to be 150% or anywhere more than 110% of the invoice value. How to cope with such a situation? In view of the limited protection offered by FPA terms, it is deemed necessary that the CIF buyer, when the contract is made, requires the seller to get more extensive cover; but it must be made clear in the contract that the additional expenses thus incurred shall be for the buyer’s account.
(2) Under CIF terms, it is the seller’s responsibility to book shipping space in the case of relatively small consignment, i.e. less than a shipload, or to charter a tramp vessel in the case of shipload cargo, and pay the freight up to destination. If the buyer requests the seller to ship his goods on board of a designated vessel of certain type, nationality, class, age, etc., how does he cope with this request? From the legal point of view, the seller has the right to decline the buyer’s request provided that this arrangement is entirely feasible from the seller’s point of view and does not add anything to his transportation cost. The seller may do well to advise the buyer of the date of shipment, i.e. to send shipping advice to him in order for the buyer to make arrangements for discharge.
(3) Under CIF terms, the seller shall pay the freight, but whose responsibility it is to pay unloading expenses at the port of destination is to be decided according to the custom of the port. At some ports, it is the responsibility of the shipowner to pay unloading expenses; at some others the seller has to pay the additional expenses incurred for moving the cargo from ship to wharf godown and from godown to trucks; but sometimes the situation is quite different, those expenses should be born by the buyer alone. Therefore, it is equivocal which party shall pay the unloading expense under CIF terms, the seller or the buyer. For this reason, the following CIF variants are introduced to clarify the doubtful point:
1) CIF Liner Terms
The unloading expenses will be for the account of the party who pays the freight, i.e. the seller under CIF terms.
2) CFR Landed
It means that the seller undertakes the unloading charges including the lighterage and wharfage.
3) CIF EX Ship’s Hold
The buyer is to pay all unloading expenses when the goods are discharged from the ship’s hold to the wharf.
4) CIF EX Tackle
It means that the seller shall undertake the charges to sling or the charges to sling the cargoes from the cabin and delivery the cargoes at the point reachable for the tackle of the ship, if the ship cannot pull in the buyer shall rent barge and undertake the charges of unloading from the barge.
These CIF variants clarify the division of expenses between the buyer and the seller. The risks pass from the seller to the buyer in the same manner as under CIF terms, i.e. at the time when the goods have effectively passed the ship’s rail.
2.3  Commonly Used Three Price Terms to 
Any Mode of Transportation
2.3.1  Interpretation of FCA, CPT and CIP
1. FCA (Free Carrier…Named Place)

FCA means that the seller delivers the goods, cleared for export, to the carrier nominated by the buyer at the named place. It should be noted that the chosen place of delivery has an impact on the obligations of loading and unloading of the goods at that place. If delivery occurs at the seller’s premises, the seller is responsible for loading. If delivery occurs at any other place, the seller is not responsible for unloading. This term may be used irrespective of the mode of transport, including multimodal transport. A carrier means any person who, in a contract of carriage, undertakes to perform or to procure the performance of transport by rail, road, air, sea, inland waterway or by a combination of such modes. If the buyer nominates a person other than a carrier to receive the goods, the seller is deemed to have fulfilled his obligation to deliver the goods when they are delivered to that person.
2. CPT (Carriage Paid to…Named Place of Destination)

CPT means that the seller delivers the goods to the carrier nominated by him, but the seller must in addition pay the cost of carriage necessary to bring the goods to the named destination. This means that the buyer bears the risks and any other costs occurring after the goods have been delivered. If subsequent carriers are used for the carriage to the agreed destination, the risk passes when the goods have been delivered to the first carrier. The CPT term requires the seller to clear the goods for export. This term may be used irrespective of the mode of transport including multimodal transport.
3. CIP (Carriage, Insurance Paid to…Named Place of Destination)

CIP means that the seller delivers the goods to carrier nominated by him but the seller must in addition pay the cost of carriage necessary to bring the goods to the named destination. This means that the buyer bears all risks and additional costs occurring after the goods have been delivered. However, in CIP the seller also has to procure insurance against the buyer’s risk of loss or damage to the goods during the carriage. Consequently, the seller contracts for insurance and pays the insurance premium. The buyer should note that under the CIP term the seller is required to obtain insurance only on minimum cover. Should the buyer wish to have the protection of greater cover, he would either need to agree as such expressly with the seller or to make his own extra insurance arrangements. If subsequent carriers are used for the carriage to the agreed destination, the risk passes when the goods have been delivered to the first carrier. The CIP term requires the seller to clear the goods for export. This term may be used irrespective of the mode of transport including multimodal transport.
2.3.2  Comparison Between FOB, CIF, CFR and FCA, CIP, CPT
The difference between FOB, CIF, CFR and FCA, CIP, CPT can be seen in the following points:
(1) Modes of transportation. FOB, CIF and CFR are applied to sea and waterway transportation only, while FCA, CIP, CPT are applied to any mode of transportation.
(2) Carrier. The carriers under FOB, CIF and CFR are shipping companies, while under FCA, CIP, and CPT, the carriers can be shipping companies, railway bureau, airline companies or multimodal carriers.
(3) The place of delivery. Under FOB, CIF and CFR, goods are delivered to carrier on the designated ship on the port of shipment, while under FCA, CIP, and CPT, goods are delivered depending on different modes of transportation.
(4) Point of risk transfer. Risk is transferred when the goods pass the ship’s rail under FOB, CIF and CFR, while under FCA, CIP and CPT, risk is transferred when the goods are delivered to the carrier.
(5) Transportation documents. Under FOB, CIF and CFR, the seller generally presents ocean bill of lading for bank negotiation, while under FCA, CIP and CPT, the seller may present railway bill, airway bill, or multimodal transport document, etc.
(6) The site being followed. FOB is followed by the named port of shipment. CIF and CFR are followed by the named port of destination. FCA is followed by the named place of shipment. CIP and CPT are followed by the named place of destination.
2.4  Other Price Terms

2.4.1  EXW (EX Works…Named Place)

EX Works means that the seller delivers when he places the goods at the disposal of the buyer at the seller’s premise or another named place (i.e. works, factory, warehouse) not cleared for export and not loaded on any collecting vehicle. This term thus represents the minimum obligation for the seller, and the buyer has to bear all costs and risks involved in taking the goods from the seller’s premises. However, if the parties wish the seller to be responsible for the loading of the goods on departure and to bear the risks and all the costs of such loading, this should be made clear by adding explicit wording to this effect in the contract of sale. This term should not be used when the buyer cannot carry out the export formalities directly or indirectly. In such circumstances, the FCA term should be used, provided the seller agrees that he will load at his cost and risk.

2.4.2  FAS (Free alongside Ship…Named Port of Shipment)

FAS means that the seller delivers when the goods are placed alongside the vessel at the named port of shipment. This means that the buyer has to bear all costs and risks of loss or damage to the goods from that moment. The FAS term requires the seller to clear the goods for export. This is a reversal from previous incoterms versions which required the buyer to arrange for export clearance. However, if the parties wish the buyer to clear the goods for export, this should be made clear by adding explicit wording to this effect in the contract of sale. This term can be used only for sea or inland waterway transport.

2.4.3  DAF (Delivered at Frontier…Named Place)

DAF means that the seller delivers when the goods are placed at the disposal of the buyer on the arriving means of transport not unloaded, cleared for export, but not cleared for import at the named point and place at the frontier, but before the customs border of the adjoining country. The term “frontier” may be used for any frontier including that of the country of export. Therefore, it is of vital importance that the frontier in question is defined precisely by always naming the point and place in the term.

However, if the parties wish the seller to be responsible for the unloading of the goods from the arriving means of transport and to bear the risks and costs of unloading, this should be made clear by adding explicit wording to this effect in the contract of sale. This term may be used irrespective of the mode of transport when the goods are to be delivered at a land frontier. When the delivery is to take place in the port of destination, on board a vessel or on the quay (wharf), the DES or DEQ terms should be used.

2.4.4  DES (Delivered EX Ship…Named Port of Destination)

DES means that the seller delivers when the goods are placed at the disposal of the buyer on board the ship not cleared for import at the named port of destination. The seller has to bear all the costs and risks involved in bringing the goods to the named port of destination before discharging. If the parties wish the seller to bear the costs and risks of discharging the goods, then the DEQ term should be used. This term can be used only when the goods are to be delivered by sea or inland waterway or multimodal transport on a vessel in the port of destination.

2.4.5  DEQ (Delivered EX Quay…Named Port of Destination)

DEQ means that the seller delivers when the goods are placed at the disposal of the buyer not cleared for import on the quay (wharf) at the named port of destination. The seller has to bear costs and risks involved in bringing the goods to the named port of destination and discharging the goods on the quay (wharf). The DEQ term requires the buyer to clear the goods for import and to pay for all formalities, duties, taxes and other charges upon import. This is a reversal from previous incoterms versions which required the seller to arrange for import clearance. If the parties wish to include in the seller’s obligations all or part of the costs payable upon import of the goods, this should be made clear by adding explicit wording to this effect in the contract of sale. This term can be used only when the goods are to be delivered by sea or inland waterway or multimodal transport on discharging from a vessel onto the quay (wharf) in the port of destination. However, if the parties wish to include in the seller’s obligations the risks and costs of the handling of the goods from the quay (wharf) to another place (warehouse, terminal, transport station, etc.) in or outside the port, the DDU or DDP terms should be used.

2.4.6  DDU (Delivered Duty Unpaid…Named Place of Destination)
DDU means that the seller delivers the goods to the buyer, not cleared for import, and not unloaded from any arriving means of transport at the named place of destination. The seller has to bear the costs and risks involved in bringing the goods thereto, other than any “duty” (which term includes the responsibility for and the risks of the carrying out of customs formalities, and the payment of formalities, customs duties, taxes and other charges) for import in the country of destination. Such “duty” has to be born by the buyer as well as any costs and risks caused by his failure to clear the goods for import in time. However, if the parties wish the seller to carry out customs formalities and bear the costs and risks resulting there from as well as some of the costs payable upon import of the goods, this should be made clear by adding explicit wording to this effect in the contract of sale. This term may be used irrespective of the mode of transport but when the delivery is to take place in the port of destination on board the vessel or on the quay (wharf), the DES or DEQ terms should be used.

2.4.7  DDP (Delivered Duty Paid…Named Place of Destination)

DDP means that the seller delivers the goods to the buyer, cleared for import, and not unloaded from any arriving means of transport at the named place of destination. The seller has to bear all the costs and risks involved in bringing the goods thereto including any “duty” (which term includes the responsibility for and the risks of the carrying out of customs formalities and the payment of formalities, customs duties, taxes and other charges) for import in the country of destination. Whilst the EXW term represents the minimum obligation for the seller, DDP represents the maximum obligation for the seller. This term should not be used if the seller is unable directly or indirectly to obtain the import license. However, if the parties wish to exclude the seller’s obligations from some of the costs payable upon import of the goods (such as value-added tax, VAT), this should be made clear by adding explicit wording to this effect in the contract of sale. If the parties wish the buyer to bear all risks and costs of the import, the DDU term should be used. This term may be used irrespective of the mode of transport but when the delivery is to take place in the port of destination on board the vessel or on the quay (wharf), the DES or DEQ terms should be used.

2.5  “Incoterms 2010” and “Incoterms 2020”
1. “Incoterms 2010”
The new revision has taken into account the increasing volume and complexity of international trade over the past decade, to address arising security issues and ongoing changes in electronic communication. The new revision also recognizes the growth of customs-free areas. Rules of “Incoterms 2010” can be used for both international and domestic sale contracts. Incoterms rules have traditionally been used in international sale contracts where goods pass across national boarders. However, in various areas of the world many trade blocks in the world, like the European Union, have made border formalities between different countries less significant. Consequently, the 2010 rules clearly state in a number of places that the obligation to comply with export/import formalities exists only where applicable, formally recognizing that rules of “Incoterms 2010” are available for application to both international and domestic sale contracts.
“Incoterms 2010” introduce two new terms, DAP and DAT, to replace four old terms, DAF, DES, DEQ and DDU, Which decreases the number of trade terms from 13 to 11. In essence, the “D” (Delivered) terms under “Incoterms 2000” have been consolidated to reduce the number of terms that were considered to have little essential difference between them. DAT (Delivered at Terminal) replaces DEQ (Delivered EX Quay). “DAT” means that the seller delivers when the goods, having been unloaded from the arriving means of transport, are placed at the buyer’s disposal at a named terminal at the named port or place of destination. It was considered that DAT would prove more useful than DEQ in the case of containers that might be unloaded and then loaded into a container stack at the terminals, awaiting shipment. There was previously no term clearly dealing with containers that were not at the buyer’s premises. DAP (Delivered at place). The arriving “vehicle” under DAP could be a ship and the named place of destination could be a port. Consequently, the ICC considered that DAP could safely be used instead of DES and that it would make the Rules more “user-friendly” if they abolished terms that were fundamentally the same. Again, a seller under DAP bears all the costs (other than any import clearance costs) and risks involved in bringing the goods to the named destination.
A new concept of “string sale” is introduced in “Incoterms 2010”. In international trade, goods are often sold several times during transit through a string of sale contracts. Therefore, there will be more than one seller, but only the first seller is responsible for shipping the goods. Taking this practice into account, “Incoterms 2010” allow the subsequent seller(s) to perform its obligations towards its buyer not by shipping the goods, but by procuring goods that have been shipped.

“Incoterms 2010” give electronic means of communication the same effect as paper communication, as long as the parties so agree or where customary. Though the previous revisions have admitted EDI messages as an alternative of paper documents, “Incoterms 2010” are the first edition that gives electronic messages the same effect as paper documents where agreed or customary by including the phrase “equivalent electronic record or procedure”.

“Incoterms 2010” seek to avoid the buyer from potential double exposure to terminal handling charges. When contract for carriage is the seller’s obligation under trade terms like CPT, CIP, CFR, CIF, DAT, DAP, and DDP, the freight (or carriage) is prepaid by the seller and later actually paid for by the buyer as part of the total selling price. The freight (or carriage) sometimes include the costs of handling and moving the goods within port or container terminal facilities at the buyer’s end and the carrier or terminal operator may well charge these costs to the buyer who receives the goods, which exposes the buyer to potential double charges of the same service. To avoid this, “Incoterms 2010” clearly allocate such costs in articles A6/B6 of the relevant rules.

What’s more, “Incoterms 2010” clearly allocate obligations between the buyer and the seller to obtain or assist in obtaining security-related clearances for the goods in question so as to satisfy the more restrictive security requirements cross-borders. As the first revision after the 2009 new edition of the Institute Cargo Clause, “Incoterms 2010” place information duties relating to insurance.

2. “Incoterms 2020”
“Incoterms 2020” are an internationally recognized standard for international and domestic contracts for the sale of goods, published by the International Chamber of Commerce. There are some differences between “Incoterms 2020” and “Incoterms 2010”:

1. The incoterms FCA (Free Carrier) now provides the additional option to make an on-board notation on the bill of lading prior loading of the goods on a vessel.

2. The cost now appears centralized in A9/B9 of each incoterms rule.

3. CIP now requires at least an insurance with the minimum cover of the institute Cargo Clause (A) (All risk, subject to itemized exclusions).

4. CIF requires at least insurance with the minimum cover of the institute Cargo Clause (C) (Number of listed risks, subject to itemized exclusions).

5. The Incoterms rules FCA, DAP, DPU and DDP now take into account that the goods may be carried without any third-party carrier being engaged, namely by using its own means of transportation.

6. The rule DAT has been changed to DPU to clarify that the place of destination could be any place and not only a “terminal”.

7.  The Incoterms 2020 now explicitly shifts the responsibility of security-related requirements and ancillary costs to the seller.

Notes to the Text
I. Vocabulary and phrases.
1. price terms  价格术语          
2. explicit  明确的
3. specify  指明  
4. ICC (International Chamber of Commerce)  国际商会
5. Incoterms 2000 (International Commercial Terms 2000)  2000年国际贸易术语解释通则  
6. FOB (Free on Board…Named Port of Shipment)  船上交货……指定装运港  
7. FOB Liner Terms  FOB班轮条件     
8. FOB Stowed  FOB理舱 
9. FOB Trimmed  FOB平舱费在内  
10. FOB Under Tackle  FOB吊钩下交货
11. lighterage  驳运费   
12. wharfage  码头费   
13. CIF (Cost, Insurance and Freight…Named Port of Destination)  成本、保险费加运费……指定目的港 
14. CIF Liner Terms  CIF班轮条件    
15. CIF Landed  CIF卸至码头
16. CIF EX Ship’s Hold  CIF舱底交接    
17. CIF EX Tackle  CIF吊钩下交接    
18. CFR (Cost and Freight…Named Port of Destination)  成本加运费……指定目的港 
19. FCA (Free Carrier…Named Place)  货交承运人……指定地点 
20. CIP (Carriage, Insurance Paid to…Named Place of Destination)  运费和保险费付至……指定目的地    
21. CPT (Carriage Paid to…Named Place of Destination)  运费付至……指定目的地    
22. EXW (EX Works…Named Place)  工厂交货……指定地点   
23. FAS (Free Alongside Ship…Named Port of Shipment)  船边交货……指定装运港   
24. DAF (Delivered at Frontier…Named Place)  边境交货……指定地点          
25. DES (Delivered EX Ship…Named Port of Destination)  目的港船上交货……指定目的港
26. DEQ (Delivered EX Quay…Name Port of Destination)  目的港码头交货……指定目的港
27. DDU (Delivered Duty Unpaid…Named Place of Destination)  未完税交货……指定目的地 
28. DDP (Delivered Duty Paid…Named Place of Destination)  完税后交货……指定目的地
II. Sentences and paragraphs.
1. Price term, or trade term, is a short phrase on its English acronym to specify the price structure and the division of risks, expenses, and responsibilities. It simplifies the contents in business negotiation, shortens the period of the delivery, saves a lot of transaction expenses and makes it easy for the traders to discriminate different risks and responsibilities under different terms and conditions.

价格术语或贸易术语是一种简短的词组或其英文缩写，用以说明商品价格构成和买卖双方风险、费用及责任的划分。它简化了贸易谈判的内容，缩短了交货期，节省了交易费用，便于交易双方区分不同条款下的不同风险和责任。
2. It also facilitates the calculation of price and cost, because the price term underlines the price structure and the two sides have to consider different incurring expenses, including freight, insurance premium, loading and unloading charges, tariff, value added tax, cost of warehousing, etc., which is convenient for price comparison and calculation.

它便于核算价格和成本，因为价格术语隐含了价格构成，双方必然要考虑所发生的不同费用，包括运费、保险费、装卸货费、关税、增值税、仓储费等，这便于买卖双方进行比价及核算。
3. If there is any trade disputes and the conditions on the contract that are vaguely stipulated, standard interpretation of price terms can be consulted to judge the disputes.

若合同中有关贸易纠纷及其条款表述不清，则可参考价格术语的规范解释裁定纠纷。
4. Therefore, FOB contract is called “shipment contract” and “symbolic delivery”.
因此，FOB合同被称为“装运合同”和“象征性交货”。
5. Therefore, DES contract is called “arrival contract” and “physical delivery.” 
因此，DES合同被称为“到达合同”和“实际交货”。
6. According to the initial letter of each abbreviation, it can be classified in the following four groups. Group E  Departure: EXW, this is the only term whereby the seller makes the goods available at his own premises to the buyer; Group F  Main Carriage Unpaid: FCA, FAS and FOB, these are the terms whereby the seller is responsible to deliver the goods to a carrier named by the buyer; Group C  Main Carriage Paid: CFR, CIF, CPT and CIP, these are the terms whereby the seller is responsible for contracting and paying for carriage of the goods, but not responsible for additional costs or risk of loss or damage to the goods once they have been shipped; Group D  Arrival: DAF, DES, DEQ, DDU and DDP, these are the terms whereby the seller is responsible for costs and risks associated with bringing the goods to the place of destination.
根据每个术语简称的首字母，价格术语可分为以下四组：E组  发货：EXW, 指卖方仅在自己的地点为买方备妥货物；F组  主要运费未付：FCA、FAS和FOB，指卖方须将货物交至买方指定的承运人；C组  主要运费已付：CFR、CIF、CPT和CIP，指卖方须订立运输合同并支付运费，但对货物灭失或损坏的风险以及装船和启运后发生意外所产生的额外费用，卖方不承担责任；D组  到达：DAF、DES、DEQ、DDU和DDP, 指卖方须承担把货物交至目的地所需的全部费用和风险。
7. FOB means the seller delivers when the goods pass the ship’s rail at the named port of shipment. This means that the buyer has to bear all costs and risks of loss or damage to the goods from that point. The FOB term requires the seller to clear the goods for export. This term can be used only for sea or inland waterway transport. If the parties do not intend to deliver the goods across the ship’s rail, the FCA term should be used.
FOB是指当货物在指定的装运港越过船舷时，卖方即完成交货。这意味着买方必须从该点起承担货物灭失或损坏的一切风险。FOB术语要求卖方办理货物出口清关手续。该术语仅适用于海运或内河运输。如当事各方无意越过船舷交货时，则应使用FCA术语。
8. Provision of goods in conformity with the contract. The seller must provide the goods and the commercial invoice, or its equivalent electronic message, in conformity with the contract of sale and any other evidence of conformity, which may be required by the contract.
提供符合合同规定的货物。卖方必须提供符合销售合同规定的货物和商业发票或有同等作用的电子信息，以及合同可能要求的、证明货物符合合同规定的其他任何凭证。
9. Licenses, authorization and formalities. The seller must obtain at his own risk and expense any export license or other official authorization and carry out all customs formalities necessary for the export of the goods. 
许可证、其他许可和手续。卖方必须自担风险和费用，取得任何出口许可证或其他官方许可，并在需要办理海关手续时，办理货物出口所需的一切海关手续。
10. Delivery. The seller must deliver the goods on the date or within the agreed period at the named port of shipment and in the manner customary at the port on board the vessel nominated by the buyer.
交货。卖方必须在约定的日期或期限内，在指定的装运港，按照该港习惯方式，将货物交至买方指定的船只上。
11. Transfer of risks. The seller must bear all risks of loss or damage to the goods until such time as they have passed the ship’s rail at the named port of shipment. 
风险转移。卖方必须承担货物灭失或损坏的一切风险，直至货物在指定的装运港越过船舷时为止。
12. Division of costs. The seller must pay all costs relating to the goods until such time as they have passed the ship’s rail at the named port of shipment; and the costs of customs formalities necessary for export as well as all duties, taxes and other charges payable upon export.
费用划分。卖方必须支付与货物有关的一切费用，直至货物在指定的装运港越过船舷时为止，以及货物出口需要办理的海关手续费用及出口时应缴纳的一切关税、税款和其他费用。
13. Notice to the buyer. The seller must give the buyer sufficient notice that the goods have been delivered. 
通知买方。卖方必须给予买方货物已发出的充分通知。
14. Proof of delivery, transport document or equivalent electronic message. The seller must provide the buyer at the seller’s expense with the usual proof of delivery. Unless the document referred to in the preceding paragraph is the transport document, the seller must render the buyer, at the latter’s request, risk and expense, every assistance in obtaining a transport document for the contract of carriage (for example, a negotiable bill of lading, a non-negotiable sea waybill, and inland waterway document, or a multimodal transport document).
交货凭证、运输单据或有同等作用的电子信息。卖方必须自付费用向买方提供证明货物已交货的通常单据。除非前项所述单据是运输单据，否则卖方必须应买方要求，在承担风险和费用方面给予买方一切协助，以取得有关运输合同的运输单据 (如可转让提单、不可转让海运单、内河运输单据或多式联运单据)。
15. Checking-packaging-marking. The seller must pay the costs of those checking operations (such as checking quality, measuring, weighing, counting) which are necessary for the purpose of delivering the goods. The seller must provide at his own expense packaging (unless it is usual for the particular trade to ship the goods of the contract description unpacked) which is required for the transport of the goods, to the extent that the circumstances relating to the transport (for example modalities, destination) are made known to the seller before the contract of sale is concluded. Packaging is to be marked appropriately.
查对、包装、标记。卖方必须支付交货所需进行的查对费用(如核对货物品质、丈量、过磅、点数的费用)。卖方必须自付费用，提供按照卖方订立销售合同前已知的该货物运输 (如运输方式、目的港)所要求的包装(除非按照相关行业惯例，合同所述货物无须包装发运)。包装应作适当标记。
16. Transfer of risks. The buyer must bear all risks of loss or damage to the goods from the time they have passed the ship’s rail at the named port of shipment; and from the agreed date or the expiry date of the agreed period for delivery which arise because he fails to give notice, or because the vessel nominated by him fails to arrive on time, or is unable to take the goods, or closes for cargo earlier than the time notified, provided, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods.
风险转移。买方必须承担自在指定的装运港越过船舷时起的货物灭失或损坏的一切风险；还有自约定的交货日期或交货期限届满之日起由于买方未通知卖方，或其指定的船只未按时到达，或未接收货物，或比通知的时间提早停止装货，而引发的一切风险，但以该项货物已正式划归合同下，即清楚地划出或以其他方式确定为合同项下之货物为限。
17. Division of costs. The buyer must pay all costs relating to the goods from the time they have passed the ship’s rail at the named port of shipment; and any additional costs incurred, either because the vessel nominated by him fails to arrive on time, or is unable to take the goods, or closes for cargo earlier than the time notified, or because the buyer has failed to give appropriate notice, provided, however, that the goods have been duly appropriated to the contract, that is to say, clearly set aside or otherwise identified as the contract goods; and all duties, taxes and other charges as well as the costs of carrying out customs formalities payable upon import of the goods and for their transit through any country.
费用划分。买方必须支付货物在指定的装运港越过船舷之时起与货物有关的一切费用；还有由于买方指定的船只未按时到达，或未接收上述货物，或比通知的时间提早停止装货，或买方未能给予卖方相应的通知而发生的一切额外费用，但以该项货物已正式划归合同项下，即清楚地划出或以其他方式确定为合同项下之货物为限；再是需要办理海关手续时，货物进口应缴纳的一切关税、税款和其他费用，连同办理海关手续的费用，以及货物从他国过境的费用。
Exercises
I. Match each one on the left with its correct meaning on the right.

1. FOB     
A. Carriage Paid to…Named Place of Destination

2. CFR      
B. Carriage, Insurance Paid to…Named Place of Destination 
3. CIF      
C. Free on Board…Named Port of Shipment 
4. FCA     
D. EX Works…Named Place 

5. CPT      
E. Cost, Insurance and Freight…Named Port of Destination

6. CIP      
F. Delivered at Frontier…Named Place

7. DDP     
G. Cost and Freight…Named Port of Destination

8. EXW     
H. Free alongside Ship…Named Port of Shipment

9. FAS      
I. Free Carrier…Named Place

10. DAF    
J. Delivered Duty Paid…Named Place of Destination

1. (     )  2. (     )  3. (      )  4. (      )  5. (      ) 

6. (     )  7. (     )  8. (      )  9. (      )  10. (      )

II. Decide whether the following statements are true (T) or false (F).
1. Visible trade is the exchange of services, while invisible trade is the exchange of goods. 
(    )
2. Absolute advantage theory and comparative advantage theory are proposed by Adam Smith. 
(    )
3. Agency is a common practice, in which the business is arranged through the agent, who, according to the power designated from the principal, introduces the potential customer to the principal or actually negotiates and concludes the contract between the two parties in return for payment on a commission basis. 
(    )
4. The consignee has the ownership of the commodities when they are sent from the consignor. 
(    )
5. Under consignment, the exporter must be paid when the commodities are transferred to the importers. 
(    )
6. Guangzhou Import and Export Trade Fair is held once a year. 
(    )
7. The tenderers are usually required to furnish security deposit. 
(    )
8. Compensation trade refers that payments of imports are to be made by products of the particular factory during certain years of its production according to the agreement. 
(    )
9. MFN is a status given by one nation to another in international trade, with which the receiving nation will be granted all trade advantages that the other nations don’t enjoy. 
(    )
10. Import licensing is one type of non-quantitative NTBs. 
(    )
III. Questions & discussions.
1. What is absolute advantage theory?

2. Elaborate comparative advantage theory.

3. How many forms of international trade are there? What are they?

4. What are the differences between dealing and agency?

5. What is counter-trade? Tell the forms of counter-trade in practice.

6. Tell the types of tariff barriers and non-tariff barriers.
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扫一扫，获取相关微课视频。
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