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Q Listen to the conversation and complete the following sentences.

One of the speakers is going to engage in
"Trade within one’s own country is called
Our trade with other countries is called

"Trade between countries or regions in the world is

[ T S N R S R

Insurance service is a form of

9 Listen to the passage and fill in the blanks with the words you hear.

How dowe getthe 1 and 2  we want? Usuallywe _ 3 them. \
. 4 .

But long ago, people had little or no money. They meat, eggs, fruits,
vegetables, furs, tools, etc. for other goods which they could not obtain by
their own efforts, and they found the 5 satisfactory. Maybe that is the
beginning of trade activity.

Now spending money is a business _ 6 that is familiar to all of us.
Every time we buy something, we do __ 7 with the seller. So in simple
terms, business is trading. It is buying and _ 8 | trading money for goods or
services or trading goods and services for _ 9 . Youcan both _ 10  with

your own people and with those from other countries. —

G Listen to the sentences and decide what forms of trade they may be by putting a tick.

Some Forms of Trade

Forms | Free Trade Bilateral Transit Trade Compensation

Trade Trade Barter Trade

Form 1

Form 2

Form 3

Form 4

Form 5
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Part 2 Estabhshmg Trade Relations
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Dialogue 1 Pushing Forward Bilateral Economic and Trade Relations

My Fohn Turner (T), a bigh-level official of US Department of Commerce, meets Miss Liao Yu (L),
manager of Yufeng Foreign Trade Company. They are now talking about the present Sino-US trade relationship.

Hello, Mr. Turner. What a happy surprise to meet you so soon!

Last time I promised to discuss trade relations with officials from China’s Ministry of Commerce.
Yes, you said that. It’s very important to keep good China-US trade relations.

That’s right.

I think the United States has got economic profits from the bilateral trade.

In fact, it’s mutually beneficial to strengthen US-China economic and trade ties.

T agree. The bilateral trade has been developing rapidly these years.

Quite true! But Americans are worried about the trade imbalance between the two countries.

In my opinion, the United States benefits from US-China trade more than China.

I'm afraid I can’t agree with you.

You see, US exports to China have created nearly 400,000 jobs for the United States. Because US

consumers can enjoy good and cheap Chinese commodities, they have lowered living costs and
improved the quality of life.

What do you say about the US trade deficit to China?

It was mainly caused by the decline of the competitiveness of American products.

Can you give me more reasons?

Sure. Perhaps a key reason lies in the different statistical methods used by the two countries.

Can you prove it?

Of course. The United States regards Chinese commodities transited to the country through
Hong Kong or another third party all as imports from China, but it doesn’t count the US
commodities transited to China by way of Hong Kong.

Any more reasons?

Yes. While computing trade deficits with China, the US side only counts commodity trade, but
excludes service trade; and ...

Oh, that’s enough. I think there is indeed some trade surplus on the Chinese side.

Even if that is the case, the problem should be resolved by seeking balance in development.

I think so. The present US-China relationship is full of vitality.

Right. The two countries have recently made fresh headway in exchanges and cooperation in all
fields.

Therefore, we should continue to have constructive talks on shared interests and ...

o
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And work more closely to push forward bilateral economic and trade relations.

Dialogue 2 Trade Relations Promise Broad Prospects

Myr. Yang Qiang (Y) is Manager of International Department, Shanghai Trading Company. Ms. Fanet

Hopper (H) is Sales Manager of Global Business Company, London. Mr. Yang is talking over the phone with her,

hoping to establish trade and cooperative relations.

=

o

=

Good morning. Could I speak to Ms. Hopper?

"This is Hopper speaking. Who’s calling, please?

Yang Qiang from Shanghai Trading Company. I got your phone number from the Bank of China,
London Branch.

Good morning, Mr. Yang. What can I do for you?

We learned that you import lots of Chinese products each year.

Yes?

Our company is a leading exporter of Chinese products. I hope we can make deals with each
other.

Great! China is a very large export market. Many of your products are sold well in different parts
of the world.

That’s right. Our company has been in business since 1956 and has much experience in providing
quality products for markets.

I’'m inclined to believe you, but I'd like to know more details about your company.

That’s easy. You can get information about our business reputation and finances from the Bank of
China, Shanghai Branch.

Well, I’d love to offer you an opportunity to establish trade relations with your company.

Oh, thank you very much, Ms. Hopper. Could you tell me what products you’re interested in?
Mm ..., that depends. Do you have a catalog or something that tells me about your present
business?

Yes. 'l send you a catalog and some samples as soon as possible.

OK, but don’t forget to send us the price list for our reference.

May I have your mailing address?

Yes. Janet Hopper, Sales Department, Global Business Company, 28 Sunny Road, London.
Thank you. ’'m certain that with our joint efforts business between us will be developed to our
mutual benefit.

I hope so. With our sincere cooperation, trade relations between us will promise broad

prospects!
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Q Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. Keeping good China-US trade relations

2. Its to strengthen US-China economic and trade ties.
3. According to Miss Liao, benefits from US-China trade
than China.

4. Good and cheap Chinese commodities have not only

of American people but also improved

5. The trade problems should be properly resolved by

G Listen to Dialogue 2 without referring to your book. Practise it with your
partner and give your answers to the following.

1. Yang got Hopper’s phone number from

2. Many Chinese products are sold well in

3. Hopper can get some information about Yang’s company from

4. Hopper is willing to establish

5. Sincere cooperation between the two sides might promise

G Work in pairs and take turns to start the dialogue with the given tips.

Situation:
You are Wang Lin from Feida Equipment Company, meeting Mark Bush from Far East
Trading Company at the airport for the first time. You introduce yourselves, and talk about

business.

Tips:

Excuse ...

Areyou ...?

Nice to meet you.

Wang’s manager has a meeting; he can’t come to ...

It’s very kind of you to ...

Wang’s company got the information about Bush’s through ads.
Bush wants to know why he was invited to China.

S A ol e

Wang’s company is interested in Bush’s, which has been doing business with many
countries, quite experienced.
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9. Wang’s manager hopes to enter into direct business relations with Bush.

10. That’s Bush’s desire, too. They’ll discuss it tomorrow.

@ Work in small groups and discuss the following topics.

1. The importance of keeping good Sino-US trade relations.

2. Which country benefits more from US-China trade? Give your reasons.

3. How do you resolve the problem of trade deficits between the United States and China?
4

. How do you establish business relations with a new partner?

Partez R udimentary Knowledge
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International Trade

As natural resources are unevenly (R ¥ #3#) distributed in different countries, a country cannot
produce everything it needs. Some countries are good at producing dairy (§L#) 5 49) products; some are
specialized in (8 K T; % ) iron and steel industries. Sometimes, a country does not have enough of a
particular item to meet its needs. For example, if a country is a major producer of sugar, it has to import
some sugar when it consumes more than it can produce at home. As a result, a country will buy what it
needs from countries that are good at producing them and in return will sell its products to countries
that require them. This buying and selling of goods is one obvious (8] £ #9) reason for international
trade and is participated in (4-15) by different parties.

International trade in high-tech products and services is also rapidly growing in size. The World
Trade Organization (WTO) has recently begun efforts to provide information on high-tech products or
services trade and its importance relative to
(5 ---4B £ #9) trade in merchandise.

Even if a nation doesn’t lack the natural
or technological resources and can produce
a good at home, foreign trade may be
advantageous (A #]49). When one nation
produces less of a good than another nation
at the same cost, it should import that

good rather than produce it domestically.
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According to the nineteenth-century economist David Ricardo, foreign trade is mutually beneficial,
even when one nation is absolutely more efficient in the production of every good, as long as there are
differences in the relative costs of producing the various goods in the two potential trading nations.
Thus, the theory of comparative (Ft4%4%) advantage is closely tied to the concept of opportunity costs.
If one nation is more efficient than another in producing both wheat and computers, trade is profitable
(B A T B #9) as long as the relative costs of the two goods are different in the two countries.

Absolute advantage is the ability to produce a good using fewer resources, that is, with greater
productivity (4 / 77). Comparative advantage is the ability to produce a good at a lower opportunity
cost, that is, more efficiently. Comparative advantage determines which country can most efficiently
produce a particular good. Because every use of resources involves an opportunity cost, no country can
have a comparative advantage in producing all goods, but every country has a comparative advantage
in at least one good. If countries specialize in producing goods for which they have a comparative
advantage and then engage in trade, total worldwide production can be increased, meaning that it is

possible for all nations to gain from trade. Such is the classical economic theory of international trade.

The WTO & GATT
The WTO and its predecessor (37 % ; #74%) the General Agreement on Tariffs and Trade (GATT:

X % ¥ 42) have been enormously successful over the last 60 years at reducing tariff and other trade
barriers (B £) among an ever-increasing number of countries. GAT'T began in 1947 with only 23
members; in 2003 the WTO had 146 members, comprising (¢.4") approximately (X 29) 97 percent of
world trade. Currently (2015) the WTO has 162 members, of which 118 are developing countries (X &
¥ [ %) or seperate customs territories (S 42 % HLIX ).

The WTO established in 1995 is relatively young for an international institution. It has its origins
in the Bretton Woods Conference at the end of World War II. The conference produced two of the
most important international economic institutions of the postwar period: the International Monetary
Fund (IMF: B4 A2 4047) and the International Bank for Reconstruction and Development
(the World Bank). The finance ministers also discussed the need for a third postwar institution, the
International Trade Organization (ITO), but left the problem of designing it to their colleagues in
government ministries with responsibility for trade.

By the late 1940s, representatives of the American government had met several times with
representatives of other major nations to design a postwar international trading system that would
parallel (5---#8 % ; -F47) the international monetary system.

However, although the US Congress would not support another international institution, in 1945
it had given the US President the authority to negotiate a treaty governing international trade by
extending the 1934 Reciprocal (Z 2.49) Tiade Agreements Act. This led to the establishment of GATT in

1947 — a treaty whereby 23 member countries agreed to a set of rules to govern trade with one another
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and maintained reduced import tariffs for other members. The GAT'T treaty did not provide for a
formal institution.

Over the next 40 years, GAT'T grew in membership and in its success at reducing barriers to trade.
GATT members regularly met in what came to be known as negotiating rounds. These rounds were
primarily focused on negotiating further reductions in the maximum tariffs that countries could impose
on imports from other GATT members. The success of these rounds is evident. The volume of trade
among WTO members stood at 25 times its 1950 volume.

Despite this success, by the 1980s several problems had surfaced with the GATT apparatus (¥u#] ;
ZM; 184 ). Firstly, the dispute resolution mechanism (#L#; #L#l) of GATT was not functioning
as effectively as had been hoped. Secondly, a number of commodities were widely exempt from (%
P& % %) GAT'T disciplines. Thirdly, it was widely believed that certain forms of administered trade
protection — antidumping (R 4% B K #9) duties, voluntary export restraints, and countervailing (4k
42, &JH) duties — were restricting trade and distorting (5+#%; £ W) trade patterns in many important
sectors. Fourthly, trade in services was expanding rapidly and GATT had no rules regarding (5% F) trade
in services. Fifthly, countries that produced intellectual property movies, computer programs, patented
pharmaceuticals (2§ #2) — were becoming increasingly frustrated by the lack of intellectual property
protection in many developing nations. Lastly, the rules regarding trade-related investment measures
were hotly disputed. To address these problems, a new round of trade negotiations — the Uruguay
Round — was launched in 1986. The treaty negotiated during the Uruguay Round, the GAT'T treaty of
1994, established the WTO — the international institution to govern trade. Furthermore, the Uruguay
Round expanded GAT T’ authority to new areas — agreements regarding trade in textiles, agriculture,
services, and intellectual property were major achievements. Finally, new sets of rules regarding
administered protection came into effect (7744 £ 2L) with the creation of the WTO in 1995.

1. David Ricardo X1 - &3 (1772-1823): British economist, the author of the Principles of
Political Economy and Taxation (1817) ( { #6255 5WAL/RFZ ) ). In that book he presented
most of his important theories, especially those concerned with the determination of wages
and value. As far as value was concerned, Ricardo stated that the value of almost any good was,
essentially, a function of the labor needed to produce it. According to his labor theory of value (7
FHWAEE), a clock costing $100 required 10 times as much labor for its production as did a pair of
shoes costing $10. Ricardo was also concerned with the subject of international trade, and for that
he developed the theory of comparative advantage, still widely accepted among economists.

2. opportunity cost Hl& R4 : As resources are limited and wants are insatiable, man is
continually forced to make choices. It is the making of these choices that is central to the
study of economics. Every time we make a decision to produce something, we choose to

forego the alternative that we could have produced. The cost of this foregone alternative is
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known as the opportunity cost. Opportunity cost also applies when we make a decision to buy
something as consumers, and when we make a collective decision as a nation.

3. trade barriers BB 5 B2 ;. Trade barriers can take several forms, such as tariffs, quotas,
imposition of strict quality controls and special licences, voluntary export restraint,
government subsidies, etc. They are usually man-made and based on government
intervention. A natural trade barrier is any kind of non-man-made barrier that may affect free
trade such as language, geographical position, etc.

4. Bretton Woods Conference fiE#li#R# % : A name commonly given to the United
Nations Monetary and Financial Conference, held (July, 1944) at Bretton Woods (% EH—
7 WL pE3), N.H. The conference resulted in the creation of the International Monetary
Fund, to promote international monetary cooperation, and of the International Bank for
Reconstruction and Development.

5. International Monetary Fund (IMF) EBREMEEHL : A specialized agency of the United
Nations, established in 1945. It was planned at the Bretton Woods Conference (1944), and
its headquarters are in Washington, D.C. There is close collaboration between it and the
International Bank for Reconstruction and Development. The organization, using a fund
subscribed by the member nations, purchases foreign currencies on application from its
members so as to discharge international indebtedness and stabilize exchange rates.

6. the International Bank for Reconstruction and Development (IBRD) EFrE “FERI1T: A
specialized agency of the United Nations, with headquarters at Washington, D.C., also called
the World Bank. Plans were laid at the Bretton Woods Conference (1944) for the formation
of a world bank; it was formally organized in 1945. The bank not only makes loans to member
nations, but, under government guarantee, to private investors, for the purpose of facilitating
productive investment, encouraging foreign trade, and discharging burdens of international
debt. All members of the bank must also belong to the International Monetary Fund. The
bank is self-sustaining and has maintained a profit on its lending activities.

7. the Reciprocal Trade Agreements Act { EEBR St EX) : An international commercial
treaty in which two or more nations grant equally advantageous trade concessions to each
other. It usually refers to treaties dealing with tariffs. For example, one nation may grant
another a special schedule of tariff concessions in return for equivalent advantages.

8. antidumping duties &{fi$E#i: Duties that are intended to discourage importation and sale

of foreign-made goods at prices substantially below domestic prices for the same items.

Q Read Text 1 and discuss the following questions in class.

1. What is meant by international trade?
2. What is opportunity cost?
3. What are trade barriers?



4. What is comparative advantage?

G Read Text 2 and fill in the following chart with the information you get.

Timeline of the GATT & WTO

1944:

1947: As support for another intermational organization wanes in the US Congress, the
General Agreement on Tariffs and Trade (GAT'T) is created. The GAT'T treaty creates a set
of rules to govern trade among 23 member countries rather than a formal institution.

1951-1986: Periodic negotiating rounds occur, with occasional discussions of reforms of
GATT. In the 1980s, serious problems with dispute resolutions arise.

1986 —1994:

1995:

2003:

2015:

Part 4 Addltlonal Practlce

—
il B —
—

10

Ll — -
— -
O e e o e o e e e e o = = == =

Q Write a letter about the establishment of business relations.

Gentlemen:
Your company’s name and address have been given to us by the Chamber of

Commerce of New York. We are now writing to you with a desire to establish trade
relations with you.

Our company is specialized in handling the export business in textiles. If you are
interested in the establishment of business relations with us in this line, please let us know
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your specific requirements. We shall be delighted to forward catalogues and samples
for your reference. We are sure that you will be satisfied with our services and the good
qualities of our goods.
We will be happy to hear from you at any time.
Yours truly,
Wang Hua
Wang Hua
Sales Manager

9 Translate the following passages into Chinese.

1. From the birth of GATT in 1947 to the establishment of WTO in 1995 and from the
conclusion of the Uruguay (%42 %) Round to the launch of DDA ( %5 % & iX42), the
multilateral trading system has experienced difficulties and frustrations. It is due to the wisdom
of mankind and unremitting efforts of all its members that the multilateral trading system
managed to resolve its problems one after another and grow up from twists and turns. Built
upon GATT which only had 23 contracting parties when it came into being, WTO today
already has 160 members who contribute to over 97% of world trade in goods, and the
aggregate value of which has also increased from about USD 58 billion in 1948 to USD 6.24
trillion in 2002, and to 30.387 trillion in 2010. All these reflect progress of the human society.

2. China’s development has brought benefits to the world. Statistics show that last year, China
contributed 50% to world economic growth and became the second largest importing
country and the largest emerging market (#7% 7 3%). We have taken an active part in
international cooperation on the financial crisis (4% &#L) and played an important role in
promoting stability and development of the regional and global economy. In the height of
the financial crisis, we kept the RMB exchange rate (A K, 1 JC %) basically stable, facilitated
the establishment of the Asian foreign exchange reserve pool (#ML4% % %) totaling 120
billion US dollars, and signed currency swap agreements (3% f Z ##4X) worth 650 billion
RMB yuan. We have adopted a series of major steps to meet the climate challenge, made
great effort for positive and important outcomes at the Copenhagen (¥ A&#54%) conference

and actively contributed to international cooperation on climate change.

G Work with your partners and practise speaking according to the following
directions.

1. Buying and selling of goods in international trade is often participated in by different
parties. Divide the class into small groups and try to discuss different functions of the

parties involved with the help of the given list.

1
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12

2. Work in small groups. Each consists of three students. A plays the role of a buyer; B acts
as a seller, and C as an adviser and a next participant. Topics can be buying and selling of

something or about how to establish trade relations with each other.

The Parties That Might Be Involved In

® The Buyer, who places orders and imports goods (meaning to bring into the
country).

® The Seller, who manufactures and exports goods (meaning to ship out of the
country) and issues invoices.

® The Manufacturer, if the seller does not make his own goods.

® The Shipping Company, (or Airline Company) that transports the goods overseas
and issues Bills of Lading (or Air Waybills) as receipt of goods.

® The Insurance Company which insures the goods against risk. An insurance policy
or certificate is issued to this effect.

® Governments and Embassies who give permission to import or export specific types
of goods by issuing Import and Export Licenses, and Consular Invoices respectively.

@ The Customs and Excise, who levy import duty and issue Customs Invoices.

Various Professional bodies, who issue Inspection Certificates certifying that the
goods have been inspected and meet certain quality standards.

Lawyers, who draw up contracts of sale.

Agents, who represent either the buyer or seller overseas.

Shipping Registries, who ensure that the carrying ship is seaworthy.

Chambers of Commerce, who issue Certificates of Origin.

Banks, who participate in most trade transactions to some extent, from full finance

to the processing of simple remittances.

What can we do to promote world economic development? Think about it
while you read the following passage.

The World Economic Development Declaration (4bridged)

Peace and development are the common aspirations (J& #) of people of all countries
and are the main themes (£#) of today’s world. Peace is the basis for development
and development promotes peace. It is our common duty to promote world economic
development and safeguard world peace with “equality (-F %), credibility (#%1%), co-operation
and development” as the basic criteria (£ ]).

Interdependence (18 E{&k7F)

Under market economy conditions, countries and economies of the world trade in goods
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and services with and invest in each other. Closed countries and economies cannot effectively
participate in the world economy, thus compromising their economic growth. Therefore, all
countries and economies must be open, interdependent and develop together, according to
the principles laid down by the UN and the World Trade Organization.

Scientific and Technological Progress (£l 7)

Science and technology play an important role in economic development. Science and
technology should be conducive to (A % T) the establishment of a highly efficient and rational
economic system. Progress in science and technology should be promoted and the achievements
in this field be applied wisely and the advanced technical transfers from economically developed

countries to developing countries should be promoted so as to accelerate the economic growth

of all countries and enhance the livelihood (277K -F) of the people.

Competition (%)

Competition is conducive to production, economic growth and the efficient use of limited
resources. Credibility and legal systems are the basis and safeguard of competition. Nations and
producers in the world should be encouraged to compete with each other in a fair and proper
manner. In order to promote the development of the world economy, monopolies (% 7) should

be opposed as they could impede (f#F) trade and equal opportunities.

Financing of Economic Development (2% %R & &)

A more fair and reasonable financial system for supporting world economic development
must be set up to facilitate the flows of funds, and to increase the transparency (& /%) of the
flows of funds among the nations and markets, thus keeping a stable economic environment

and allowing the achievements of investment and international trade to benefit all nations.

Economic Development and Education (£ X B 5#B)

Education and skill (3% #%) development should be promoted for all peoples of the world,
no matter which country or region they come from and regardless of (A1) their race, sex
and income level, to improve the population quality (% /ir). Human resources should be

vigorously developed to facilitate world economic development.

1. Group Discussion:
1) What are the main themes of today’s world? Why?
2) How can a country effectively participate in the world economy?
3) Why do we say science and technology play an important role in economic development?
4) What are the basis and safeguard of competition? Give your reasons.
5) Why is it important to increase the transparency of the flows of funds among the nations

and markets?

13
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2. Team Work

Divide the class into two teams and debate against each other.

Team B’s Position

Team A’s Position

éEducation and skill development should be Education and skill development should not
promoted for all peoples of the world. be promoted for all peoples of the world.

You can refer to some of the words and expressions given below. Try to be the best debaters.

J
strategic policy projects sustainable potential
improve protect enhance effective affect
protection growth employment mainstream factor
standard border hostile second-class citizen
opportunity equal ability rights situation
exclude include prove segregate encourage
influence principle wealth unfair advantage
neglect difference protest despair instinct
§ violence despise discriminate
J
carry out quality of life
future generations social progress
stable levels international cooperation
depend on regard as
belong to succeed in
be capable of impose on
be bound to equip with
global challenge make great effort
public relations according to equality of opportunity
developing countries developed countries
colored/black/white people deprive of
provide with a good start in life
western world racial prejudice
peaceful co-existence between the races look down upon
N

14
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G Merry Corner

2
=2

N

A certain (3 —4) young man wrote the following letter to a prominent (# 4 #9)
business firm, ordering a razor (¥]77):

“Dear Sirs — Please find enclosed (L #9) 50c for one of your razors as
advertised — John Jones.

“PS. (M%) — I forgot to enclose the 50c, but no doubt a firm of your high standing
(% # %) will send the razor anyway.”

The firm addressed received the letter and replied as follows:

“Dear Sir — Your most valued order received the other day and we will say in reply
that we are sending the razor as per request, and hope that it will prove satisfactory.

“P.S. — We forgot to enclose the razor, but no doubt a man with your check (¥ %;
ik #) will have no need of it.”

15



Words & Expressions

antique . ¥4, &%
characterize v. & - 89451
competitor n. 3t 44

curio n. ¥, &
demographics #n. A v %it
digital 2. #F8

exceed v. A1t , ABAR, Mt
fashion n. #-F, F X, #AT
flexible 4. &0 ; “Tih AR
hi-tech 2. ZH K

house v. 4 BT 1E; BZ
illegal 4. i %49, REHZH
implement v. ¥ 47, %I, HAT
inconvenience n. ik, A8
likelihood 7. *T#%, *THEM
marketv. £ 73 LR 5, 44

16

1. Different forms of markets
1 2. Sales styles and techniques
3. Market research

4. Market economy & command economy

orient n. A7

potential n.& a. #ft, 7 HEw
preliminary 4. TR& 45, 41 8%
profit n. #1i8, #4, 4
rationing n. (R4 %6)E%
regulate v. &4, 4241, AT
restriction n. fR4H], %k
scattered 2. B34, 54
steadily ad. 7252 3k ; A AN H
stock n. & &, &My, 2Mx
strategy n. R %

survey n. M=, AL

target n. B4R, %, fef
upwards ad. & £

violation #. 3 B, # %, 45F
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bring together % & . investin & T, Fit

carry on F /&, "4 stand a good chance 1k A T #E
fall short of R 2, #:2 kR3] take advantage of #| i
godown T, T, TH time consuming #£ ¢ B 4] 49

Part 1 Some Forms of Markets
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Q Listen to the short conversations, and decide what markets they are about
and mark your answers ().

Some Forms of Markets

Computer

Qil Market : Stock Market i Meat Market | Corn Market
Market

Forms

Form 1

Form 2

Form 3

Form 4

Form §

G Listen to the passage and fill in the blanks with the words you hear.

A market is often thought ofasa _ 1  where commodities are boughtand _ 2 . In
fact,a 3 may be housedina 4 , or it may exist only in people’s 5 . Buyers and
6 can be scattered over the whole __7  instead of actually 8  together in a
marketplace. Therefore, a market can be any place or process that brings together _ 9 and

sellers with a view to agreeing toa _ 10

17
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G Listen to sentences and mark your answers by putting a tick.

Statements

Buyers’ Market

Sellers’ Market

Flea Market

Free Market

Black Market

Part 2 Marketing Products or Services

— -
—
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—

Successfully
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Dialogue 1 Making Market Research

Helen Riley (R) is Market Manager of World Equipment Company. Li Dong (L), General Manager of

Orient Digital Corporation, is talking with Helen about promoting products in the world markets.

o

18

Helen, what should we do if we want to promote our products in the world market?

You should make a market research first if you want to have a place in that large market.

I think it’s time-consuming. Is it necessary?

Yes. The world is full of competition. All business must now be made according to the market.
Market research can play a major role in the success of any business.

Why is it so important?

Well, by making a market research, you will get many types of information for your company’s
business strategy.

Could you give me more details?

Sure. With effective market research, you can determine the need for your service, a product’s
likelihood to sell, target-market demographics, desirable store locations, competitor’s strengths
and weaknesses, etc.

Wonderful! If we know the markets and customers’ demands well enough, we won’t put our

money at risk.
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That’s right. And it will be beneficial to your company’s success.
Exactly. I hope you can do the market research for us. We’ll pay you for your service.

OK, I'll try my best to help you meet your target market’s needs and implement a successful strategy.

Thank you very much. I think we’ll have a good cooperation.

Dialogue 2 Marketing Products or Services

David Smith (S) is Marketing Manager of an electric company. He is discussing with Ms. Mary Green (GQ)

how to market products or services successfully.

G: David, I feel that most firms are full of great ideas for new products and services, but then
struggle in selling them into local or international markets.

Tagree. In fact, getting to know your customers is the first step to easy sales.

That’s true. Customers have different values about products and services.

Right. Some customers demand low-price products or services with the least inconvenience.

Some don’t care much about the prices, but they always follow the hottest fashions or hi-tech
products and services.
And others may demand products and services should meet their specific needs.

So it’s very important to understand our customers and markets.

Of course it is. In a competitive selling environment, we should try to understand what, when,

where and why customers buy. A business can exist only if customers are satisfied.

G: Good thinking. Though there are many sales methods, the choices are easier when you think
about your customers’ needs and expectations.

S: Then, with flexible business strategy, you can make different marketing plans for your products
or services according to the latest market survey and analysis.

G: In that case, by taking advantage of new market opportunities, you may stand a very good chance
of success.

S:  When you offer your products or services at the right time and place for customers to buy and to
use, you can even gain more share of the market and get a rise in the market position.

G: Well, if you keep your advanced technology, good quality and reliable after-sales service, your

dream of becoming a market leader will come true.

S:  That's really wonderful and encouraging! However, we’ll have to meet the new challenge of the future!

0 Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. To promote our products in the world market, we’d better tirst.
2. Market research can in the success of any business.

3. We can get lots of information for strategy.

4. With effective market research, you can determine the need for your services, competitors’

19
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and disadvantages, etc.

5. We won’t put our money at risk if we and customers’

demands.

G Listen to Dialogue 2 without referring to your book. Practise it with your
partner and give your answers to the following sentences.

According to David, getting to know your customers is the first step
Mary thinks some customers always follow the hottest fashions or

In David’s opinion, a business can exist only if

When you think about your customers’ needs,

[ T S U R S

To become a market leader, they will have to

G Work in pairs and take turns to start the dialogue with the given tips.

Situation:
Tom is a marketing manager. He asks Linda to make a market research for his company’s

new product.

Tips:
Tom

1. our company; develop a new product

2. make a preliminary marketing plan

3. not good at it; do a favour

4. potential market and customers

5. it’s very kind of ... certain; marketing plan; result; great success
Linda

1. congratulations

2. make a market research first; important; for company’s business strategy

3. glad to do ... ; what ... focus on

4. make a special analysis; send; research report

5. common desire

Q Work in small groups and discuss the following topics.

1. The importance of making a market research.

2. Isit necessary to do a market research?

3. How can a company market its products or services successfully?
4

. Do you think it is important to get to know the customers and markets?

20
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Part3 R udimentary Knowledge
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Markets

There are a lot of “markets”. Some markets are local; you may be willing to compare prices for
fruits and vegetables in a few shops in your local area, but you would be unwilling (7= & % #%) to go
across (% i%) the city to find out more information. Some markets are national. Many firms sell goods
across the country. Some markets are global (4 3k %) or international. Increasingly (B #; ##r), more
and more countries are involved in the world economy, whether they know about it or not.

However, there are many other markets: labor
markets for job seekers, supermarkets for grocery
shopping, foreign exchange markets, capital markets,
real estate (3 ;) markets and so on. And we must
not overlook the fact that many services such as
banking, insurance and advanced technology are also
bought and sold on a worldwide (&-#5%49) scale.

But what is a “market”? Most people would say, “A
market is a place where enough buyers and sellers meet
face to face so that a market price for a good or service
can be determined.” However, with the rapid growth

of telecommunications (L& ® i@ ; ®13), it is no

longer necessary for buyers and sellers to physically (£
R L 3b) meet to form a market.

Maybe you’ve heard the terms “global market” and “global economy”. What do those terms mean
to you? What do they mean to businesses today? Thanks to (# F) the Information Age, we are seconds
away from the rest of the world. Businesses everywhere recognize that they can expand their market to
anywhere and do business at any time because of the Internet. Now, the Internet is the fastest growing
market in the world today, yet buyers and sellers don’t even have to leave their own homes to transact
(#r¥; % %) business.

In modern world, a market can take many forms. Generally speaking, a market may be housed
in a place, or it may exist only in people’s minds. And a market can be any place or process that brings

together buyers and sellers with a view to (F8& T ; vA---4 B #9) agreeing to a price.

21
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Consumers in a Market Economy

Consumers in both market and command economies make many of the same kinds of decisions:
they buy food, clothing, housing, transportation (iZ4r; i£i%), and entertainment (3% /<) up to the limits
of their budgets, and wish they could afford to buy more. But consumers play a much more important
role in the overall (&3 #9; 4 @4) working of a market economy than they do in a command
economy. In fact, market economies are sometimes described as systems of consumer sovereignty (£4X)
because the day-to-day spending decisions by consumers determine, to a very large extent, what goods
and services are produced in the economy. How does that happen?

Suppose a family — Li Gang, Wang Hua and their two children — go shopping to buy food for
a family dinner. They may originally (x#7) be planning to buy a chicken, tomatoes, and oranges; but
their plans will be strongly influenced by the market prices of those goods.

They may discover, for example, that the price of oranges has increased. Whatever the reason for the
higher price, they may well decide to buy fewer oranges than they had planned, or to buy apples or some
other fruits instead. Because many other consumers make the same choices, oranges won’t disappear from
store shelves entirely. But they will be more expensive, so only the people who are willing and able to pay
more for them will continue to buy them. Shortly (& &%), as more people start buying apples and other
fruits as substitutes (#4X.5%) for oranges, the prices of those fruits will rise as well.

Keep in mind that this interaction (X ZAEJA) of supply, demand, and price takes place at every
level of the economy, not just with consumer goods sold to the public. Let’s take the example of
computer chips (3% 4). As with the case of oranges, higher prices will tend to reduce demand for
computer chips, but will signal the manufacturers (#]3%4; J~ %) of computer chips that it may be
profitable (& #] 7T B 49) to increase their production, or for new suppliers of chips to consider entering
the market. As chip prices come down, eventually the demand for computers will grow.

That demand for computers will do more than simply spur (#%; #]#) suppliers to increase
their output. It will also encourage innovation (% 3 ; £]#7), which will result in computer chips and
computers that are more powerful and efficient than earlier models — a competition of progress and
price that occurs in virtually (5% £; 5 i L) all genuinely (A E ) free markets.

In a market economy, the basic resources used to make the goods and services that satisfy consumer
demands are owned by private consumers and households (£ ; % 3%). The payments, or incomes,
that households receive for these productive resources rise and fall — and that fluctuation (3% 3)) has a
direct influence on the amount consumers are willing to spend for the goods and services they want and,
in turn, on the output levels of the firms that sell those products.

To summarize (#£i£ ; % %5): the money consumers spend is a signal — a kind of economic vote
telling producers what goods and services they want to see produced. Consumer spending represents
the basic source of demand for products sold in the marketplace, which is half of what determines the
market prices for goods and services. The other half is based on decisions businesses make about what

to produce and how to produce it.
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1. Information Age 15 24X : The period beginning around 1970 and noted for the
abundant publication, consumption, and manipulation of information, especially by computers
and computer networks.

2. Internet E%5FM: An interconnected system of networks that connects computers around the
world via the TCP/IP protocol.

3. market economy 3% 5F: An economy that operates by voluntary exchange in a free
market and is not planned or controlled by a central authority.

4. command economy %44 5F: An economy that is planned and controlled by a central
administration, as in the former Soviet Union.

Q Read Text 1 and discuss the following questions in class.

What is a market?

Are there many forms of market?

What’s the difference between local market and national market?
What’s the difference between domestic market and global market?

[ T S U R S

Can buyers and sellers do business without meeting face to face in a market? Why?

e Divide the class into two teams and debate against each other.

Team A’s Position Team B’s Position

Consumers play a more important role in: Suppliers of goods and services play a more :
the overall working of a market economy.  {important role in the overall working of a:
- market economy. E

You can refer to some of the words and expressions given below.

J \\
system spend determine produce product
producer production buy sell plan
influence price discover increase reduce
decide reason expensive cheap rise
fall supply demand high low
signal manufacturer profit profitable grow

N\ r
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output encourage innovation competition competitive
resource satisfy household income pay
fluctuation business restriction response side
process drop factor purchase investment

Expressions

i make decisions market economy command economy )
go shopping make choices go up
come down take place result in
open market demand side supply side
look for depend on
A\ s

Part 4 Add:t:onal Practlce

24
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Q Thanks to the Internet, you can submit ($23) a form to sell your products or
buy what you want at very low cost today and reach millions of buyers or

sellers worldwide very soon. Try to fill out a registration form to sell or buy
something.

Company Name Star International Inc.

Contact Name John Smith

Email tradeinus@163.com

Phone 1-405-385-0422

1-405-385-0423
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(Continued)

Website/Homepa www.starinternationalinc.com

Address 601 South Washington box 220, Oklahoma 74074

Country UNITED STATES

Year Established 1999

Number of Employees  JIRER

$680,000 — $950,000

Sell

Products Offered: we are looking for agents (1X.22 &) worldwide
Product Information to represent us for supply of all printing, publishing services &
office stationery (L £-) requirements.

G 1. Translate the following passage into English.

STEET G IA XS M (a multitude of )25 4. i8R (pursue) & & 5 FHln (leadership)
o E b MBE N EFRINARIE | REBXIHRALSAFTHNHZG Z 0, XFXAA
AEEMNEZ AT @& AT, G4, ANLMEAEER, H =, WAL Miliki
1% B T ETF B A (commercialize), % =, 2R ERH— 5, WAL EH R W H
(relentlessly) F# A2 (leapfrog) B Tk #7 /= du Ao R 509 1842,

2. Translate the following passage into Chinese.

Emerging markets are far more varied and volatile (42 #9) than mature ones. Cultural
complexities are confounding (7 #9) and tastes are extraordinarily fluid. Because of the lack of
brand loyalty, companies have to put even more thought into the Chinese market than they do in
the West, for people who are not used to brands flit (3%id; & $X) easily from one to another. So
innovation can extend to changing entire business models. Companies must always come up with

new products, or improve old ones, to suit local tastes and meet idiosyncratic (4% #9) preferences.

G Work with your partners and practise speaking according to the following
directions.

1. Today, there are many types of sales styles and techniques (3 &K ; #77). So how do you
know what works for your products and what doesn’t? Think about your target market and
what your customers’ needs are before determining what methods might work for your

products or services. Divide the class into small groups and try to discuss different effective
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(# #k #y) sales methods with the help of the given list.
2. Work in small groups. Each consists of three students. A plays the role of a sales manager;
B acts as a salesperson, and C as an adviser and a next participant. Topics can be making a

market research or about how to market one’s products or services successfully.

Basic Sales Tips and Techniques

. Listen to the emotional side of your prospect (7T #£#5 % /) or client.
. Focus on your prospect or client’s needs.

. Use language that focuses on your prospect or client.

. Focus on interests and issues and not take dangerous positions.

. Plan the details of the information you want to collect.

. Focus on why they should buy — not their objections.

. Sell the benefits — not the products.

. Never rush the sale or the customer.

NolNc BN Bio NIV, T N US I NS R

. Know your products, as well as the market — be a resource.

—
=]

. Follow through with promises.

[a——y
—_

. Help your customers to succeed, not just sell your products.

—_
[\

. Use explanations rather than excuses.

[a——y
(US)

. Sell long-term relationships rather than price.

._.
i

. Apply the appropriate techniques based on the buyer and behavior type.

—
wn

. Offer creative solutions and options for mutual gain.

—
[®)

. Understand when and why buyers buy to be able to increase sales.

—
~J

. Effectively manage and control anger, conflict (* %) and difficult situations.

—_
oe]

. Enhance body language, eye contact, and gesturing.

—
O

. Understand the importance of voice tone and words in telephone sales.

[\
=

. Plan daily activities in advance (F2%).

- J

Q Whether you own a small company or a large corporation, you should know
that one of the most important keys to success is in preparing a marketing

plan. How do you make a marketing plan? Think about it while you read the
following passage.

Making a Marketing Plan

There are many different ways of making a marketing plan. Individual businesses have

different areas that are most important to them. Any plans you make should have emphasis
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on the areas that you feel are most important to your business. The key aspects of a plan are
to describe each area, look at the best opportunities for your business, and come up with (#
#, &) asensible (A% 49, A FIBF /1 49) objective (and hopefully ideas on how to achieve
it). This will give you a number of objectives across all areas of your business. Remember, a
marketing plan may just mean writing down your current strategies; there may be no need for
change. However, the plan will still help, as it will show you that the strategy is OK, and, may
point to ways of ensuring it continues to be successful in the future. Without a plan in place,
you will flounder (#%3L, #3%) for direction and waste a lot of time, energy and money. Your
plan should include:

Objective: overall purpose and objective of your company/product.

Targeting: your plan to target your prospective customers.

Strategy: effective marketing strategies for your product promotion.

Time Frame: your goals of where you want to be from six months to a year.

9 Merry Corner )
&
¢ /

If you think market prices are too high, you can follow the example of one American
woman.

At a fruit shop, the price of oranges was marked (##) as two for 35 cents. The
woman asked how much one orange was. “18 cents,” was the answer. “Then,” the woman
said, “I’ll take the other one!”
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. Attracting investment

Making investment

Foreign direct investment (FDI)
Joint ventures

Host country

o M £ W

Multi-national corporations (MNC)
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Words & Expressions

consultation n. ¥ 7 procedures 7. F4:
dividend 7. 44|

due 2. 3] 2169

expire v. 2|

facilitate v. 12 T
far-sightedness 7. iZ 1, %3
funds n. {4

guidance 7. 5%

hamper v. f.E

inland 4. W &89

metropolis 7. #8

proclaim v. /5 7
provincial . 5 )
seizure 7. XK

stability n. #4%

board of directors & F 4

capital goods 7 A 5%

equality and mutual benefit 7% Z 4|
joint venture &~ 4> 1k

private property #74 W

moderate 4. i& JZ 4 profits and losses 2 75

municipality n. 8% X ; BT property right =X
parties n. % F 7 red tape %3 49 5 4

pending 4. Kk registered capital JZ#54

preferential 2. f£.&#) total investments %.3% 3

work efficiency TAf L%

©0000000000000000000000000000000000000000000000000000000000000000000

principal n. A%
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Part 1 Attractmg or Making lnvestment
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Q Write down the sentences you hear from the recording, and put them into
Chinese. You will hear the sentences three times.

[ T N U R O

G Listen to the dialogue and complete the following sentences.

1. The total investment of such a project will be

2. The registered capital will be

3. The percentage each party will contribute is

4. Party A will be responsible for marketing the products; the amount is not less than

wn

The terms of this joint venture will be

6. The whole joint venture is to be put under the guidance of
G Listen to the passage and fill in the blanks.

Foreign investment is closely tied to foreign trade. If we could bring about a sound and
steady 1  of foreign trade by freeing it from hampering restrictions, this would do much
to encourage expansions of foreign investment. Free foreign-exchange __ 2 also directly
facilitate the expansions of foreign investment. This is true because if large 3 are to be
made abroad, it must be easy to buy foreign funds. It must also be easy to exchange foreign
money for __ 4 | so that an investor can receive in his own currency _ 5 and dividend
payments, as well as principal payments when they fall due.

In the final analysis, the basic requirements for a great expansion of private investment
are __ 6 and stability. Before they will send their funds abroad, potential __7  must
believe that foreigners will deal with them in good _ 8  and that the foreign government
will protect their property rights. This means that world __ 9 and political conditions must
be reasonably stable. Peace must be established on a basis that is believed to be reasonably
secure. If investors believe that in a certain country there is ___ 10 of the seizure of private
property, they naturally will hesitate to risk their funds there.
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Part 2 lnvestment Enwronment
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Dialogue 1 Pave the Way to Absorb Foreign Investment

Mys. Zhao (Z), president of ABC company, China, meets Mr. John Smith (S), CEO of BCD company, USA.

They are now talking about the investment environment in Changsha, China.

S:

30

Mrs. Zhao, I am pleased to say that we’ve attained a satisfactory result since we began our
cooperation last May. Considering the broad prospects before us, I'd like to discuss the possibility
of building a joint venture with you.

Great. You know China’s policy of opening to the outside world provides the broadest prospects
for overseas investors. Low taxation, low wages and other preferential terms — what’s more, a
stable investment environment. So the future of the joint venture is promising, very promising
indeed.

Sounds encouraging. But before we go into details, may I ask you some questions about the
current investment situation in Changsha, especially. in Changsha Technology Industrial
Development Zone?

I'll be only too glad to do that.

So far as I know, many foreign investors have complained about the investment environment
in China’s inland cities. Since Changsha isn’t a coastal city, I have been wondering about its
investment conditions.

True, the investment environment here isn’t always satisfactory, which might discourage foreign
companies from investing here. But the provincial government and the city municipality have
already taken measures to improve work efficiency and investment conditions to meet the
demands of foreign investors. The Changsha Technology Industrial Development Zone has
issued a series of regulations favoring foreign investors and adopted more flexible policies in
foreign economic affairs.

Really? That’s great. Anyway, I'm very much
concerned about China’s policies. I mean
whether they would change.

You may rest assured that China’s political
and economic situation is stable, and will
remain stable. And the policy of opening to
the outside world will not change. If there
are ever some changes, as proclaimed again
and again by the Chinese leaders, China will
become even more open to the world, and
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the policy will become more perfect.

S: That sounds really promising. Well, is there any organization here that will help foreign firms
handle investment procedures? You see, many foreign investors have complained about the red
tape and unnecessary delays.

Z: As I've already said, our city government has taken some measures to improve work efficiency
and investment conditions. For example, our city has set up a foreign investment management
department with the purpose of facilitating foreign investment in the city.

S: To be frank, I'm content with your answer. And I think I'm more determined than ever before to
invest here to build a joint venture with you.

Z: We appreciate your enthusiasm and far-sightedness. Well, what do you have in mind about the
cooperation with us?

S: You are a man of action, Mrs. Zhao. Let’s talk about the details ...

Dialogue 2 Make Investment in Another Country
My Fobn Smith (S), CEO of BCD company, USA, meets Mrs. Zbhao (Z), president of ABC company, China.

They are now talking about making investment in China.

S: Mrs. Zhao, let’s talk about the details. As regards the amount of investment and the form of our
contribution, I would say that we plan to invest five million US dollars, of which 40% in cash,
40% in capital goods, and the rest 20% in technologies. We hope that, as our partner, you will
also invest equal amount as your share of contribution.

Z: That’s reasonable.

S: We have studied the laws of the PRC on joint ventures and understand that the investment
contributed by a Chinese participant may include the right to use a site provided for the joint
venture company during the period of its operation. Seeing that Shanghai is known to the world
as a metropolis, which offers better services for communication, transportation and banking, we
suggest the site be located in the suburbs of Shanghai.

Z: 1 quite agree with you. Conditions in the suburbs of Shanghai are favorable particularly for a
joint venture company like ours.

S: Great! We've reached agreement on another issue. But there are still a lot of pending matters
relating to the conclusion of an agreement. It seems we need more time to hammer down this
deal. What about the distribution of dividend ...

Q Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. Mr. Smith wants to discuss the possibility of building

as a joint venture with Mrs. Zhao.
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. According to Mrs. Zhao, the provincial and local governments have taken measures to

improve work efficiency and to meet the demands of

foreign investors.

. Mr. Smith also wants to know whether the would

change.

Mr. Smith asks if there is any organization that helps the foreign firms

. Mr. Smith is basically with Mrs. Zhao’s answer.

9 Listen to Dialogue 2 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

L.

According to Mr. Smith, they will invest US dollars, of which 40% in
,40% in , and the rest 20% in .
It is understood that according to the laws of the PRC, the investment contributed by

a Chinese participant may include the right to provided for the joint
venture company during the period of its operation.

Mr. Smith suggests the site be located in .

Mr. Smith will probably talk about next.

G Work in pairs and take turns to start the dialogue with the given tips.

Situation:

You are Jason Wang, ABC Auto-making Company, meeting Frank Smith from BCD

Auto-making Company in the auto exhibition. ABC and BCD companies have been business

friends for two years. You are thinking of entering into a joint venture with them. Tell Frank

Smith your ideas and talk about the possibilities with him.

Tips:

,_.
e
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How are you?

How are things going?

Fine, just fine.

Haven't seen you for a long time.

Fancy meeting you here.

You are just the one I'm looking for.

We’re thinking of entering into a joint venture with your company.
What do you have in mind about the cooperation with us?
Considering the broad prospects before us, I'd like to say ...

Before going into details, I'd like to know ...



11.
12.
13.
14.
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What will be the total investment of such a project?
How much the registered capital will be?
How long can we get back our investment?

How risky will it be to invest in the area?

Q Work in small groups and discuss the following topics.

1. What benefits will FDI bring to a host country?

2. Will the FDI do harm to the domestic capitals and investors? Why?
3.
4

. What favorable policies should a host government give to the foreign investors in order to

The advantages of entering into a joint venture with a foreign firm and the disadvantages.

absorb the FDI?
What factors shall be considered if you want to invest your money in a country like India

or Malaysia?

Part3 R udimentary Knowledge

FDI —Trends, Growth, and China’s Investment Environment

— o - -
e em e e e e omm = _ e == = =

The decision to invest outside the home country is a major one that requires careful analysis.

Investments overseas can be portfolio (AE£%-) investments, where investors buy shares (J& %) and

debentures (f ). These investments can be made
without leaving the home country through an
international investment broker (F £ £A) or
a banking institution. Foreign direct investments
(FDI) (4FE A 4:4%5) are quite different. They
usually involve the establishment of plants (T
J7) or distribution networks (;7if M %4) abroad.
Investors may acquire part or all of the equity
(J& &) of an existing foreign company with the
objective (B #%) of controlling or sharing control
over production, research and development

(R&D) (#F£), and sales.

£

4

=
:/
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Several facts characterize foreign direct investment trends (# #) over the past twenty years. First,
there has been a rapid increase in the total volume (i %) of FDI undertaken. Second, there has been a
change in the importance of various countries as sources (k%) for FDI. In particular, there has been
some decline in the relative importance of the United States as a source for FDI, while several other
countries, most notably (2 #3) Japan, have increased their share of total FDI outflows (% ). Third,
there have been notable shifts (# %) in the direction of FDI. An increasing share of FDI seems to be
directed at the developing nations of Asia and Eastern Europe. The United States has become a major
recipient (4% %) of FDI. Finally, there has been a notable increase in the amount of FDI undertaken
by small and medium-sized enterprises (¥ /s A 4> k).

Over the past twenty years there has been a marked (% #9) increase in both the flow (% %)) and
stock (%) of FDI in the world economy. The average yearly outflows of FDI increase from about $25
billion in 1975 to a record $315 billion in 1995. There are several reasons for the rapid growing of FDL
First, despite the general decline in trade barriers (% %2 2) that we have witnessed (JLiE) over the
past 30 years, business firms still fear protectionist (#&4* £ ) pressures. Managers see FDI as a way of
circumventing (4% 7F) future trade barriers.

Second, much of the recent increase in FDI is being driven by the dramatic political and economic
changes occurring in many of the world’s developing nations. Across much of Asia, Eastern Europe, and
Latin America, increasing economic growth, economic deregulation (2 #-7F4X), privatization (7% %)
programs that are open to foreign investors, and the removal (37¥) of many restrictions (FR4]) on FDI
have all made these countries more attractive for foreign investors.

The globalization (& #k4t) of the world economy is also having a positive (#2#%) impact on the
volume of FDI. Firms now see the whole world as their market, and they are undertaking FDI to make
sure they have a significant presence in every region of the world.

From 1985 to 1995, China rounds out (‘4 X) the top four host economies for FDI, next to the
US, UK, and France. China became the largest FDI recipient in 2003, ranked above the US for the
first time. Ever since then, China has been paying more attention to FDI. For foreign investors, many
problems exist in the Chinese investment environment. However, the government is making efforts to
address (4 #2) these problems in order to encourage more foreign investment.

During the past thirty years, Chinese government has made great achievements in attracting
foreign investments and developing an export-oriented (8 @ A ; $}EA) economy. The major
investors in China are US, Japanese, and the European firms, all of which are hoping to profit from
the enormous potential (# 7) that will be realized if China maintains its current economic strength.
Chinese government has worked out various favorable policies (#£ &8 &) for foreign investment
and assigned (4§ €) several special regions. The favorable policies mainly cover the hi-tech industry,
agriculture, forestry, telecommunication, energy, export-oriented sectors. The special regions include
five Special Economic Zones (SEZ) (254 X), i.e., Shenzhen, Zhuhai, Xiamen, Shantou and Hainan
(Shanghai’s Pudong Area isn’t an SEZ, but is treated in the same way), 14 coastal (& i%) cities (Beijing
city is treated as a coastal city) and 52 state-level (| % 4%) hi-tech development zones or hi-tech bases.

These special regions can provide overseas investors a more advantageous environment in advanced
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infrastructures, land and qualified human resources.

Foreign Investment

The People’s Republic of China ranks since 2010 as the world’s second largest economy (# 5%
% = K 2 54k) after the United States. It has been the world’s fastest-growing major economy, with
consistent growth rates of around 10% over the past 30 years. China is also the largest exporter and
second-largest importer of goods in the world.

China’s investment climate has changed dramatically (2 % 3)with more than two decades of
reform. In the early 1980s, China restricted foreign investments to export-oriented operations and
required foreign investors to form joint-venture partnerships with Chinese firms. The Encouraged
Industry Catalogue sets out the degree of foreign involvement allowed in various industry sectors. From
the beginning of the reforms legalizing (14-#%1t) foreign investment, capital inflows expanded every
year until 1999. Foreign-invested enterprises account for (& -+ & 4-5b) 58%—60% of China’s imports
and exports.

Since the early 1990s, the government has allowed foreign investors to manufacture and sell a wide
range of goods on the domestic market, eliminated (‘4 ; I/H) time restrictions on the establishment of
joint ventures, provided some assurances against nationalization, allowed foreign partners to become chairs of
joint venture boards, and authorized the establishment of wholly foreign-owned enterprises (4 & 1k 3% 4> k),
now the preferred form of FDI. In 1991, China granted more preferential tax treatment for wholly foreign-
owned enterprises, contractual ventures and for foreign companies, which invested in selected economic
zones or in projects encouraged by the state, such as energy, communications and transportation.

China also authorized some foreign banks to open branches in Shanghai and allowed foreign
investors to purchase special “B” shares of stock (J&%&; M) in selected companies listed on the
Shanghai and Shenzhen Securities Exchanges (3£ 4 % % 7). These “B” shares sold to foreigners carried
no ownership rights in a company. In 1997, China approved 21,046 foreign investment projects and
received over $45 billion in foreign direct investment. China revised significantly its laws on Wholly
Foreign-Owned Enterprises and China Foreign Equity Joint Ventures in 2000 and 2001, easing export
performance and domestic content requirements.

Foreign investment remains a strong element in China’s rapid expansion in world trade and has
been an important factor in the growth of urban jobs. In 1998, foreign-invested enterprises produced
about 40% of China’s exports, and foreign exchange reserves totalled about $145 billion. Foreign-
invested enterprises today produce about half of China’s exports, and China continues to attract large
investment inflows. However, the Chinese government’s emphasis on guiding FDI into manufacturing
has led to market saturation in some industries, while leaving China’s services sectors underdeveloped.
From 1993 to 2001, China was the world’s second-largest recipient of foreign direct investment after
the United States. China received $39 billion FDI in 1999 and $41 billion FDI in 2000. China is now
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one of the leading FDI recipients in the world, receiving almost $80 billion in 2005 according to World
Bank statistics. FDI in China rose to a record $105.7 billion in 2010, underscoring confidence that
rising incomes will boost demand in the world’s fastest-growing major economy.

Foreign exchange reserves (SML A% &) totaled $155 billion in 1999 and $165 billion in 2000.
Foreign exchange reserves exceeded $800 billion in 2005, more than doubling from 2003. Foreign
exchange reserves were $819 billion at the end of 2005, $1.066 trillion at the end of 2006, $1.9 trillion
by June 2008. In addition, by the end of September 2008, China replaced Japan for the first time as the
largest foreign holder of US treasury securities (% E E i) with a total of $585 billion vs. Japan’s $573
billion. At the end of September 2011, foreign-exchange reserves reached $3.2 trillion. China has now
surpassed those of Japan, making China’s foreign exchange reserves the largest in the world.

As part of its WTO accession, China undertook to eliminate certain trade-related investment
measures and to open up specified sectors that had previously been closed to foreign investment. New
laws, regulations, and administrative measures to implement these commitments are being issued.

Outward foreign direct investment is a new feature of Chinese globalization, where local Chinese
firms seek to make investments in both developing and developed countries. It was reported in 2012
that there was increasing investment by capital-rich Chinese firms in promising firms in some countries.
Such investments offer access to expertise in marketing and distribution, potentially useful in exploiting

the developing Chinese domestic market.

1. Foreign Direct Investment (FDI) 4MEIE#:#2 % : FDI occurs when a firm invests directly in
new facilities to produce and/or market a product in a foreign country.

2. flow of foreign direct investment SPEE#$EHIRE: The amount of FDI undertaken over a
given period (normally a year).

3. stock of foreign direct investment JPEE##ETFE: The total accumulated value of
foreign-owned assets at a given time.

4. host country ZRi&[E: One that is on the receiving end of foreign direct investment. It is
opposite to a home country (- E ; /& /&4£EH). A home country is a source country for FDI.

5. protectionism fR##FE X : The policy of imposing duties or quotas on imports in order to
protect home industries from overseas competition, opposing to free trade, i.e. situation
where a government does not attempt to influence, through quotas or duties, what its citizens
can buy from another country or what they can produce and sell to another country.

6. globaliztion £¥k{t: Name for the process of increasing the connectivity and
interdependence of the world’s markets and businesses. This process has speeded up
dramatically in the last three decades as technological advances make it easier for people to

travel, communicate and do business internationally.
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Q Read Text 1 and discuss the following questions in class.

What is meant by foreign direct investment?

What are the general trends of FDI?

Analyze the major reasons for the rapid growth of FDI in the recent three decades.
What has Chinese government worked out in the past 30 years to encourage FDI?

[ T N O R O

Think of other investment decisions next to FDI. (For example, stocks, debentures, houses,

bank deposits, etc.)

e Divide the class into two teams and debate against each other.

Team A’s Position Team B’s Position

. China should give more preferable policies to: China has taken enough FDI nowadays. It’s
%the MNEs (% B2 3]) to introduce as much%time to encourage the domestic industries
as possible the FDI to offset (#%4#}) the lack of to develop the domestic capital resources or
- national capital. - make investments in other countries.

Read Text 2 and decide whether the following statements are true (T) or
false (F).

1. The United States has been the world’s fastest-growing major economy, with
consistent growth rates of around 10% over the past 30 years.
2. In the early 1980s, China persuaded foreign investors to form joint-venture
partnerships with Chinese firms.
. Wholly foreign-owned enterprises refer to joint ventures.

3

4. Foreign banks are allowed to open branches in China.

5. In 2010, China received $105.7 billion in foreign direct investment.
6

. Japan’s foreign exchange reserves rose to a record $3.2 trillion at the end of

September 2011.

7. Chinese firms can make investments in both developing and developed countries.
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Part 4 Add:tlonal Practlce
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Q 1. Write a letter on the establishment of a joint venture.

Dear Mr. Smith,

I am writing to propose a project between our two companies. Based on the happy
working relationship in the past five years, I would like to say there is possibility to form
a joint venture between our two parties.

The aim of the joint venture company establishment will be to harness the
strengths of each company, the leading technology & management of your company and
the sales strength of ours, in a strategic relationship maximizing this synergistic effect,
increase the competitiveness in the Chinese auto market, and expand both companies’
businesses.

Your favorable remarks on the benefits of joint ventures in the annual meeting of
the same trade left us a very deep impression. We believe the future of the cooperation
between our two companies will be very promising.

I will be appreciated if you would consider my proposal seriously and we can talk
about the details in the coming trade fair next month in Shanghai.

I am looking forward to seeing you soon.

Yours truly,

Jason Wu

Jason Wu

Chief Executive Officer

2. Write an investment proposal letter.

Dear Mrs. Aireen,

This letter has been drafted in reference to (% T) your advertisement in the
Duaily Newspaper dated on 26 February. We are a firm which specializes in providing
the products with particular embossed (J&¥p &5 At B %) requirements from our
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clients. We, hereby, make an investment proposal of a business of providing caps and
other related accessories (#f /&%) to the staff of your courier firm. As per (#%#) the
indications in your advertisement, we have a considerable experience of this job and have
successfully done it for several firms. All our assignments have been totally satisfying for
all our clients and hence we assure you the same satisfaction.

Besides the name of your firm, we can even design a logo (##1%) which can be
found on all the caps and accessories. We hope to find that this proposal strikes a perfect
chord with the requirements of your firm and we are contemplating (%) for a healthy
business relationship in the coming future.

Yours truly,
Drake Joy

Translate the following passage into Chinese.

The investment decision frequently involves selecting the most promising of several
possibilities rather than deciding whether or not to make a particular investment. This
comparative (Jo##9) process provides a way of dealing with some of the more difficult
questions. It can eliminate (7§ &) the high risk, low reward (®4R) opportunities; and it
usually will eliminate those involving risks that could not be evaluated (##4%) adequately in
the time available. But, almost invariably (— a & & #), the final investment decisions from
among several promising possibilities must be a matter of some executive’s (& #2 %) personal

judgment.

Work with your partners and practise speaking according to the following
directions.

The establishment of a joint venture with a foreign enterprise is a major channel in
China to absorb foreign funds in order to offset the comparative lack of working capital and
borrow the advanced technology. Divide the class into small groups and simulate a seminar on
the possibility of establishing a joint venture between two trading partners. The participants

may be the parties in the given list.

The Parties Involved

® Lianyungang Zhongshan Spandex (34 4 4¢) Company, contributes 50% of the
total investments to form a joint venture with DuPont (#£#%) in P. R. China and
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shares its strengths in local market access and cost of effective operations.

® DuPont, contributes 50% of the total investments, and shares with Lianyungang
on DuPont’s four decades of strength in technology, quality production, global
presence and capital advantages.

® Lianyungang local government, and Jiangsu provincial government, grants
preferable policies to the joint venture, for example, low tax-rate, easy going-
through of Customs (% % i@ %), few red-tape, free laborer management, etc.

® The economic analysts, favorable comments on the DuPont products. Strong
belief that with the support of DuPont in state-of-the-art technology and world-
class management, Lianyungang Zhongshan Spandex Company will now be able to
establish a much stronger, longer-term competitive position in the spandex industry.

® The customers of textiles products, in favor of Lianyungang Zhongshan Spandex
Company, hold high expectations to the joint venture, would support it and be
persistent to their products.

® The competitors to the joint venture, predict a 5% loss of market share than before,

and propose new move to compete with the joint venture.

How might the attitude of a host government influence the process of
negotiating access between the host government and a foreign MNE? Think

about it while you read the following passage.

Government Policy to FDI

A host government’s attitude toward FDI should be an important element in decisions
about where to locate (1) foreign production facilities (3% &) and where to make a foreign
direct investment. Other things being equal, investing in countries that have permissive (Z4%
#9) policies toward FDI is clearly preferable (£ i& & #9) to investing in countries that restrict
FDI. However, often the issue is not his straightforward. Despite the move toward a free
market attitude in recent years, many countries still have a rather pragmatic (4% #9) attitude
toward FDI. In such cases, a firm considering FDI usually must often negotiate the specific
terms of the investment with the country’s government. Such negotiations center on two
broad issues. If the host government is trying to attract FDI, the central issue is likely to be
the kind of incentives (3744 74) the host government is prepared to offer to the MNE (35 &
28] 5 % B 4 1) and what the firm will commit (7 %) in exchange. If the host government is
uncertain about the benefits of FDI and might restrict access (i&4%), the central issue is likely
to be the concessions (it ¥ ) the firm must make to be allowed to go forward with a proposed
investment.

To a large degree, the outcome (% R) of any negotiated agreement depends on the
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relative bargaining (344 41) power of both parties. Each side’s bargaining power depends
on three factors:

@ The value each side places on what the other has to offer.

® The number of comparable alternatives (#4X.7 i%) available to each side.

® Each party’s time limit.

From the perspective (# %) of firm negotiating the terms of an investment with a host
government, the firm’s bargaining power is high when the host government places a high
value on what the firm has to offer. The number of comparable alternatives open to the firm
is great, and the firm has a long time in which to complete the negotiations. The converse (48
K_) also holds. The firm’s bargaining power is low when the host government places a low
value on what the firm has to offer. The number of comparable alternatives open to the firm

is small, and the firm has a short time in which to complete the negotiations.

Group Discussion:

1. How does a government’s attitude toward FDI influence the MNE’ decisions?

2. What might a government do if it is trying to attract FDI?

3. What will possibly happen if a host government is uncertain about the benefits of FDI?
4. What will the outcome of a negotiation be depended upon?

5. In what circumstance can we say that a firm’s bargaining power is high?

G Merry Corner

)

o)
\wrzdg

P
A

While doing my shopping, I heard a quarrel at the next counter (4£4). I went up
and saw an old customer pointing at a slogan (##3%) on the wall behind the young shop
assistant (J& 7 ) and saying, “You’ll lose lots of customers if you don’t act according to your
motto (4 4%) ‘Customers are our God’”.

“But I don’t believe in God,” the shop assistant shouted.
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Words & Expressions

automatically ad. A Zh¥, B
counseling 7. %41k 4%

cycle n. Bl 8, P43
environmental . BB #), 3Tk
evaluate v. #FH, 1%t

expend v. &4, HAE, K
exporter n. #ir i &; B H
extend v. & &, A, fPjk
identify v. #5212 5], %5
importer z. TN ; 2B
jeopardize v. & F

manufacturer 7. #i& % ; &
maximum 7. X X ¥, RKMRE
minimize v. #2 V2| AR E
modify v. &, H&
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1. Benefits of importing or exporting
2. Risks of importing or exporting
3, Approaches to exporﬁng

4, Deve/oloing an export business plan

obviously 4d. A 2 4
profitable 4. # ) 7T & #
prospective a. T4 44
regulation 7. #L1], #F

reputation n. %%, %

appeal to AR 3] 715 ZRi
associated with 5--- %, A %
be aware of Z2%)]; 4nid

bring in 3]t

contribute to ¥ ak; AT

fall flat =4 % &

foreign exchange s, SMEICZ
global economy 42k 22 i

raw materials &4+
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Q Listen to the conversation and complete the following sentences.

We import commodities because

We have to earn foreign exchange to

We can get foreign exchange if we export
Imports create competition for

[ R N N R S

Exports can help manufacturers

e Listen to the passage and fill in the blanks with the words you hear.

Maybe you have a great __ 1 that you think will sell well abroad, or maybe you believe
that something produced overseas would appeal to your __ 2 . Maybe you don’t have a
product at all, but only an idea and the desire to get involved in _ 3 trade. Whatever your
situation, you can realize your hopes with the help of importing or __ 4

Simply speaking, import means “to bring or carry in froman __ 5 source, especially to
bring in goods or materials froma _ 6  country for trade or sale”. By export, we mean “to
send or _ 7  (a commodity, for example)”. In today’s global economy, the _ 8  or export
business offers opportunities for us to bring foreign products into our country as 9 and

to distribute our goods to foreign markets as _ 10

G Listen to the recording and mark your answers by putting a tick.

Benefits Statement 1: Statement ¥ Statement 3 Statement 4 Statement 5

Lower the cost

Increase profit
margins

Reduce risks

Increase
competitiveness

Extend the life cycle
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Part 2 Making the Decision to Import
or Export
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Dialogue 1 Making the Decision to Import

Mr. Wang Gang (W) is the General Manager of Hongda Trading Company. He is talking with Mrs. Fones
() from American International Company Ltd. about importing business.

W:  Mrs. Jones, my company is interested in importing business. Can you help me?

J: Sure. But you should first be aware of the potential risks of importing and how those risks might
affect other parts of your company.
What do you imply?

- =

I mean your decision to import should be based on a careful weighing of the benefits and risks of
importing.

I think it’s very important.

— =

And before you decide to import, you should evaluate whether your company is in the position to
expand the needed resources to make importing successful.

Right. What should we do before deciding to import?

- =

Well, you will need to research whether there is a market for your product, which product to
import, the costs of those imports, the duties and other taxes on the imports, any restrictions on
imports and many other issues.

It seems that we have to spend some money before seeing any benefits from sales.

- =

That’s true. It’s important that you make sure your company can absorb these costs without
p y y pany
jeopardizing its other business activities.

How can we minimize importing risks?

— =

Obviously, if you are familiar with a particular industry and already sell products in that field,

you’d better focus your import efforts on those products first.

g

Sometimes, it’s hard to choose what to
import. Do you have any suggestions?

J: You will still need to do market
research to determine whether the
product you want to bring in sells well.

What questions should we consider?

— =

Does the product meet consumer
needs for a competitive price? Will the
product appeal to Chinese consumers?

44




|-

Unit 4 Import and Export #O5H0 G

Is it of the quality your consumers demand?

W: Oh, I'm quite clear now. Thank you very much.

Dialogue 2 Making the Decision to Export

Ms. Li Hong (L) is the boss of a big company. She hopes her company will also be successful in markets

abroad. Now she is talking to Mr. Norman (N), an international trade consultant, about export matters.

L: Mr. Norman, my company is interested in selling abroad. I hope you can provide us with some
basic export counseling.
N: I'm glad to. Exports have become an engine of growth for the economy of your country. I think

there is a great potential for your company to become active in merchandise and service exports.

o

Wonderful! How can we succeed in foreign markets, please?
N: That depends. Don’t assume a given market technique and product will automatically be

successful in all countries. What works in China may fall flat in America!

o

I agree. Each market has to be treated separately to ensure maximum success.

N: Yes. Sometimes you have to modify products or services to meet regulation or cultural
preferences of different countries.

L: It’s true. Maybe we should also offer readily available servicing for the products. A product
without the necessary service support will get a bad reputation quickly.

N: Quite right. Before you make the decision to export, you’ve got to know the costs and risks
associated with exporting and develop some strategies for exporting.

L: Isee. What products do you think we should select for export development?

N: Well, you should first consider climate and environmental factors, social and cultural factors,
wage costs, purchasing power, main domestic and foreign competitors, trade policies and
regulations, government import controls, and many other relevant factors.

L: OK. Through market research, we’ll identify our export products and marketing opportunities in
foreign markets and find prospective buyers and customers.

N: With the increase in international sales experience, I'm sure you’ll discover more promising
markets and expand your sales abroad successfully.

L: O, that’s what we are longing for. Thanks a lot!

Q Listen to Dialogue 1 without referring to your book. Practise it with your
partner and fill in the blanks with the information you get from the

dialogue.

1. A company interested in importing should be aware of the of
importing.

2. A company’s decision to import should be based on a careful of
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of importing.

3. It’s necessary for a company to research whether there is a for its

before it decides to import.

4. To minimize , we’d better focus our import efforts on those

products we are familiar with.

5. A company’s product should be of the quality its

9 Listen to Dialogue 2 without referring to your book. Practise it with your
partner and give your answers to the following sentences.

Mr. Norman is willing to provide Ms. Li Hong with

A given market technique and product may work in one country, but

"To ensure maximum success, each market has to

A product without the necessary service support will

[ T S O R S

With the increase in , they may discover more promising markets

and expand their sales abroad successfully.

G Work in pairs and take turns to start the dialogue with the given tips.

Situation:
Julia is the manager of a trading company. She goes to a consulting firm to discuss with
David about how to import.

Tips:

David
make the decision to import
need to decide how you want to import

choosing how to import; affect what you import; where you get it

I U e N

choose to import directly; may not be able to deal with certain countries of origin;
difficult-to-enter goods
5. may be able to deal with a “middleman”; has experience in more difficult transactions;
handle the requirements
6. each type of importing; different benefits and risks; different levels of profit
Julia
get a good idea what we’ll be importing
give me some advice
tell me some more

how about; choose indirect importing

[ T S O R S

type of importing; better

46



Unit 4 Import and Export #O5H0O EEEGE

6. need to be aware of the facts; deciding how; want to operate

Q Work in small groups and discuss the following topics.

1. How would you minimize importing risks?

2. How would you make importing successful?

3. What would you do to succeed in exporting products or services?
4

. What would you do to discover more promising foreign markets?

Part3 R udimentary Knowledge
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Benefits and Risks of Importing

You are probably already aware that any business venture involves certain risks. Importing, like other
international transactions, involves not only the normal risks of a domestic sale but also the risks that arise
from (¥ -7 3] 42) doing business in a foreign country. At the same time, importing allows you to introduce
domestic consumers to new products and cultures, sometimes with great financial rewards.

Many risks of importing can be minimized by careful work and effort on your part. If you take the
time to understand the limits on importing your product and other potential risks, you can often avoid
them. At the least, being aware of the potential risks will help you make a better decision. Obviously, the
risks and benefits for your company will vary greatly from those another company may face, depending
upon your product, company, etc. The best way to determine your particular risks and advantages is
to first consider general risks and benefits and then consider how they affect your company. Talking
to others who import can also be very helpful. You can often find useful network (" %5) opportunities
through trade or industry associations (##4). Such groups may also help you identify any risks

associated with your particular industry or product. Following is a list of just some of the potential

benefits and risks of importing:

. Potential Benefits Potential Risks
* allow you to diversify ({& % #4¢) your * dealing with foreign suppliers who may not be :
products . able to meet your needs or whose products may
* potential increases to sales and profits . not meet standards for your country
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(Continued)

Potential Benefits

* keep you in touch with developments in your
industry by companies outside your country

¢ sell in a relatively stable economy

* exploit familiarity (3% ; i@ 8%) of your home
market

* enjoy benefits of less expensive product

* potentially lower fixed costs for materials
costs and other costs for production, such as
resources, labor, etc.

* give you a chance to positively impact economies
abroad through your purchases

Potential Risks

subordinate ({£f&R i) short-term profits to
long-term gains

involve added administrative (& 2265 ; 478 6%9)
costs

expense of modifying products and/or packaging
for your market

may have higher up-front (AT #14%) costs and a
delay in profits

additional legal requirements of importing
political and cultural risks/association with
foreign country

additional costs/personnel requirements for
travel, etc.

may require additional financing to fund
variable duties and other limits which may
change during the transaction and create
uncertainty (L% ; #E)

Approaches to Exporting

The way a company chooses to export its products can have a significant effect on its export plan

and specific marketing strategies. The basic distinction among approaches (7 #%; # %) to exporting

relates to a company’s level of involvement in the export process. There are at least four approaches,

which may be used alone or in combination:

1. Passively filling orders from domestic buyers who then export the product.

These sales are indistinguishable (7R #8#£ %) 49) from other domestic sales as far as the original seller is

concerned. Someone else has decided that the product in question meets foreign demand. That party takes all

the risk and handles all of the exporting details, in some cases without even the awareness of the original seller.

2. Seeking out domestic buyers who represent foreign end users or customers.

_—

Many domestic and foreign corporations, general
contractors (37T A; K& A), foreign trading
companies, government agencies, distributors and
retailers (24 %) purchase for export. These buyers
are a large market for a wide variety of goods and
services. In this case a company may know its product
is being exported, but it is still the buyer who assumes
the risk and handles the details of exporting.
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3. Exporting indirectly through intermediaries (*F 4~; FAMEA).

With this approach, a company engages the services of an intermediary firm capable of finding
foreign markets and buyers for its products. Export trading companies, international trade consultants
(FR19)), and other intermediaries can give the exporter access to well-established (#iA%); 2 B 49)
expertise (£ 118 46 ; % 1714297) and trade contacts. Yet, the exporter can still retain considerable
control over the process and can realize some of the other benefits of exporting, such as learning more
about foreign competitors, new technologies, and other market opportunities.

4. Exporting directly.

"This approach is the most ambitious and difficult since the exporter personally handles every aspect
of the exporting process from market research and planning to foreign distribution and collections.
However, this approach may also be the best way to achieve maximum profits and long-term growth.

If the nature of the company’s goals and resources makes an indirect method of exporting the
best choice, little further planning may be needed. In such a case, the main task is to find a suitable
intermediary firm that can then handle most export details. Firms that are new to exporting or are
unable to commit staff and funds to more complex export activities may find indirect methods of
exporting more appropriate. An exporter may also choose to gradually increase its level of direct
exporting later after experience has been gained and sales volume appears to justify added investment.
Consulting advisers before making these decisions can be helpful. It is important to get expert

counseling and assistance from the beginning.

1. trade or industry association EltA%, 1TAth&: Group of business people in the same
trade or industry organized for the advancement of common interests. The trade association
differs from the chamber of commerce in that membership is by industry rather than by
locality. The common interests binding the members of the trade association may include
credit, public relations, relations with employees, sales development, output and prices.

2. end user &z A : The ultimate consumer of a product, especially the one for whom the
product has been designed.

3. intermediary firm 1Y 225 : A firm that acts as an agent between persons or things.

0 Read Text 1 and discuss the following questions in class.

1. Importing involves not only the normal risks of a domestic sale but also the risks that arise
from doing business in a foreign country? Why?

How can we avoid some risks of importing?

What is the best way to determine your particular risks and advantages?

Can you name some of the potential benefits of importing? What are they?

v AW N

Can you name some of the potential risks of importing? What are they?
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G Read Text 2. Then divide the class into two teams and debate against each
other.

Team A’s Position Team B’s Position

Exporting directly is the best way to achieve: Exporting indirectly is the best way to achieve
‘ maximum profits. i maximum profits.

You can refer to the additional information given below.

The most common methods of exporting are indirect selling and direct selling. In
indirect selling, an export intermediary such as an export management company (EMC)
or an export trading company (ETC) normally assumes responsibility for finding overseas
buyers, shipping products, and getting paid. In direct selling, the producer deals directly
with a foreign buyer. The paramount (# 4 & %49) consideration in determining whether
to market indirectly or directly is the level of resources a company is willing to devote to its
international marketing effort. Other factors to consider when deciding whether to market
indirectly or directly include:

The size of your firm; The nature of your products; Previous export experience and
expertise; Business conditions in the selected overseas markets.

The principal advantage of indirect marketing for a smaller company is that it provides a
way to penetrate (#4i%) foreign markets without the complexities and risks of direct exporting.
Several kinds of intermediary firms provide a range of export services. Each type of firm offers
distinct advantages for your company.

The advantages of direct exporting for a company include more control over the
export process, potentially higher profits, and a closer relationship to the overseas buyer and
marketplace. However, these advantages do not come easily since the company needs to devote
more time, personnel, and corporate resources than indirect exporting requires. When a
company chooses to export directly to foreign markets, it usually makes internal organizational
changes to support more complex functions. A direct exporter normally selects the markets it
wishes to penetrate, chooses the best channels of distribution for each market, and then makes

specific foreign business connections in order to sell its product.
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Part 4 Add:tlonal Practlce
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Q You own a professional Import-Export Company. Now write the
manufacturer an introduction letter to introduce your services.

Dear Sir/Madam,

ROBINSON'’S IMPORT-EXPORT CONSULTING is establishing long-term
relationships with manufacturers and suppliers of various products for the International
Export Market. We have a demand for SA products in the International Market and have
the required expertise in assisting your company to export. Our expertise is in assisting
manufacturers exploring and entering new markets for export. We have identified that

the products your company manufactures have an export potential.

Our services include the following:

Identifying an exportable product

Market research where required — international

International product price comparison

Construction of marketing and advertising material for the Internet — Web Material

Marketing and promotion of products on the Internet — Internet Advertising

Assistance in pricing and costing of products for export in accordance with the
INCOTERMS (International Commercial Terms)

Negotiation of sales with prospective Importers and Exporters

Negotiation of suitable methods of payment — Letters of Credit

Advice and information on banking and exchange risks

Foreign exchange pricing

Forward exchange contracts

Arrangement of suitable marking and packing of products

Arrangement and overseeing of freight forwarding

Conclusion and follow up of orders and contracts
Please contact Paul Robinson if your company would like to participate in import-

export trade with ROBINSON’S IMPORT-EXPORT CONSULTING. We will arrange

to see you and discuss the export potential of your product.
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B/
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We look forward to a mutually beneficial relationship.

Yours truly,

Mr. P Robinson

Managing Director

Robinson’s Import-Exporting Consulting

1. Translate the following passage into English.

B B Ay i AR A (well-off society), 52 FL20204F FL20004-GDPE # % (quadruple), X &
SBALETB TGO L ERHE, TEREX—RBFRAILERE AXTT,
HREBAAEM T B LR T RIERGAM. Kt v kit, EXL5FZ, PERMRAERY
# v BAAAE1H1CE T (USD 1 willion), 4F1—8H, 4 A-F¥Hit v ##id310ic£ T (USD 31
billion), #HIAEL K, SJE3FFEGH 0 LHR LI TILEL, ERAGE R, TEKE
HEFEONTACEN, I CEFFeksier], PEOLERMHRZFEENET R G S HIE,

2. Translate the following passage into Chinese.

All countries share a same destiny (#i%) in this profoundly globalized world. They are
busy adjusting (i %5) their strategies on economic growth and overall development in the post-
crisis era. More and more countries have come to realize that the right way to survive and thrive
is to stick together in tough times like passengers in the same boat and pursue (i& K) mutual
benefit and win-win progress. It is widely agreed that in handling (4 #2) international relations,
countries should seek cooperation in the course of competition, and promote development
through cooperation. We should take concrete actions to jointly oppose trade protectionism ($&
£ L), eliminate (7§ &) all forms of import barriers and relax restrictions (F&#)) on exports, to

promote world economic recovery and sustainable development.

Work with your partners and practise speaking according to the following
directions.

1. Import-export trade transactions are often participated in by different parties. Divide the
class into small groups and try to discuss different functions of the parties involved with
the help of the given list.

2. Work in small groups. Each consists of three students. A plays the role of an importer or
exporter; B acts as a manufacturer, and C as an adviser or a next participant. Topics can be
making the decision to import / export or about how to import / export some products or
services more successfully.
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Parties Involved in an Import Export Trade Transaction

These are the parties that could be involved in any typical Import Export transaction:
The Manufacturer, Exporter or Seller
The Buyer or Importer

The Agent Buyer

The Agent Seller

The Freight Forwarder

The Customs Officials

The Bank (Exporter and Importer)
The Insurance Company

The Shipping Company

Inspection Companies

Foreign Consulates

Chambers of Commerce

There are differences between doing international and domestic business.
These differences lie in the methods of developing international markets,

processing export orders, ensuring payment and dealing with all the risks
involved, etc. You will therefore need a plan. How do you develop an export
business plan? Discuss it in pairs while you read the following passage and
suggested questions.

Developing an Export Business Plan

The purpose of the Export Business Plan is to prepare your business to enter the
international marketplace. Any firm considering entering into international business
transactions must understand that doing business internationally is not a simple task. It
is stimulating (% #9) and potentially profitable in the long-term but requires much
preparation and research prior to (f£---#7) the first transaction. The planning process forces
you to look at your future business operations and anticipate what will happen. This process
better prepares you for the future and makes you more knowledgeable about your business.
Planning is vital for marketing your product in an international marketplace.

Many companies begin export activities haphazardly (184, K #&) without carefully
screening markets or options for market entry. While these companies may or may not
have a measure of success, they may overlook better export opportunities. In the event that
early export efforts are unsuccessful because of poor planning, the company may even be

misled into abandoning (3 F, i #) exporting altogether. Formulating an export strategy
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based on good information and proper assessment (&4, 4% :€) increases the chances that
the best options will be chosen, that resources will be used effectively, and that efforts will
consequently be carried through to completion.

The purposes of the export plan are: first, to assemble (4, %) facts, constraints
and goals; second, to create an action statement that takes all of these into account. The
statement includes specific objectives; it sets forth time schedules for implementation (#47);
and it marks milestones (2424, 4437 .%) so that the degree of success can be measured and

help motivate personnel.

The first draft of the export plan may be quite short and simple, but it should become more

detailed and complete as the planners learn more about exporting and their company’s

competitive position. At least the following ten questions should ultimately be addressed.

54

1.

A S A

10.

G Merry Corner

What products are selected for export development? What modifications, if any, must be made

to adapt them for overseas markets?

. What countries are targeted for sales development?

In each country, what is the basic customer profile? What marketing and distribution channels
should be used to reach customers?

What special challenges pertain to each market (competition, cultural differences, import
controls, etc.), and what strategy will be used to address them?

How will the product’s export sales price be determined?

What specific operational steps must be taken and when?

What will be the time frame for implementing each element of the plan?

What personnel and company resources will be dedicated to exporting?

What will be the cost in time and money for each element?

How will results be evaluated and used to modify the plan?

There was a wife who told her husband, “Last night I dreamed you bought me an

imported mink ($2 &) coat and a diamond necklace from South Africa.”

The husband put down his newspaper and said, “Fine! Tonight, go back to sleep and

wear them.”
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Words & Expressions

compensate v. M2

confidential 4. #% % %)
explore v. #;x'%, FXK
initial 2. 4749
integrated 2. # £
know-how n. £ HH K
large-scale 2. K #LAL Y
modernization 7. FAXAL
penalize v. /&3

precise a. #n#)
prevailing 4. £ 9
productivity . %4 * 7
proportion n. |
proprietary a. & n. Fi A 43 FrA AL
reliable 2. T %%

renew v. ¥ #f

Technologyalransters;

Al

Technology transfer

Technical consultation and service
Technical collaboration

Licensing

Turnkey

o kW=

Royalty

renovate v. ¥ #; 4%
royalty n. A4 A 9% ; Ml
subsidiary n. ¥/ 4]
technician 7. KA 5
unprecedented . £ AT H] #)
up-to-date 2. K #7 49
upgrade v. #4; #F

direct investment #4337
down payment & 2

head office %.3¢

personnel training A i 3%
process technology #» TH K
technical co-operation 3 K&-1f
technology transfer 3 K %4k
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Write down the sentences you hear from the recording, and put them into
Chinese. You will listen to the sentences three times.

wvi AW N

Listen to the dialogue twice and complete the following sentences.

Mr. Smith comes to explore the possibility of

When Mr. Smith talks about technical co-operation, he actually means
The technology transfer fee shall be paid in

The technology provided must be .

Except for the royalty rate, Mrs. Wang also needs to pay a certain amount of

S N s

Mrs. Wang wants to discuss the details after

Listen to the passage and fill in the blanks.

In the late 1980s, China’s goals of modernization and rapid economic _ 1  depended on
the large-scale introduction of foreign __ 2 . The task was to import technology to renovate
and upgrade several thousand __ 3 | mines, and power stations whose levels of productivity
and energy efficiency were far __ 4 _ prevailing international standards. Since 1980, Chinese
policy statements have stressed the 5 to improve existing facilities, to import technology
rather than _ 6, and to renovate factories through selective purchase of key technology
rather than through 7  of whole plants. This was an unprecedented _ 8  since China’s
previous experience with technology transfer. In the 1980s, much of the technology to be
imported was __ 9 or process technology, representing better ways of producing items

China already __10 __, such as truck transmissions or telephone cables.
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Part 2 lntroducing the Latest Technology
to Keep Competitiveness
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Dialogue 1 Transferring the Latest Technology

Mys. Fane Smith (S), business representative of BCD company, USA, just visited the plant with M. Zhao
(Z), business representative of ABC company. Both companies are thinking of forming a joint venture between
each other. They are now talking about the importance of transferring the latest technology to the joint venture.

Z: Itis high time for us to thoroughly discuss the details of technology transfer.

S: Oh, yes. I'm just coming to that point. If you want to produce competitive products which will
meet the need of the international market, you have to acquire advanced technology.

Z: You are quite right. The technology you are going to introduce in the new joint venture should
be advanced and appropriate to China’s needs.

S: We promise we will transfer the advanced technology that we are presently using in our
production to the joint venture. As a result, you’ll pay for it in the form of royalties except for a
certain initial down payment. Am I right about that?

Z: You are right. But we have to ask you to keep on renewing your know-how. In other words, you
will continue offering us your improved technological expertise in the term of the joint venture
since science and technology never stop progressing. If you transfer only the existing know-how,
this company’s technology would soon become out of date. And we should not be requested to
pay extra money for that.

S:  Oh, no, that is too much. We can’t promise that. You certainly understand that technology R&D
iS very expensive.

Z: Well, Mrs. Smith, we consider you as the partner of our company. The more advanced
technology we can get, the better products we can produce. The more competitive our products
are, the more profits both of us can obtain.

S: Ishould say you are right. But I still want to make it clear that technology itself can produce new
value. It makes sense that we ask for payment in some way for our technology. We will feel it
difficult to transfer technology without charge.

Z: No, no, Mrs. Smith. As you know, there is a famous saying, “you can’t eat your cake and have it
too.” If I were you, I would provide the up-to-date technology for the project without charging
any extra dollars. We should stand together to share the cake.

S: OK, let’s stop our discussion for the moment. If you think advanced technology is so important
for being competitive, we will share the technology with you. We are partners, as you say, and we
should assume the profits and losses fairly.
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Z:

Super! Thank you so much, Mrs. Smith.

Dialogue 2 Import the Technological Know-how to Promote the National Industry

Mrs. Wang (W), CEO of ABC company, China, meets with My Robert Smith (S), CEO of BCD company,

USA, in her office. They are seeking some technical cooperation between the two companies.

W:

Robert, in order to promote the development of our industry, we would like to talk with you
about the possibility of importing some technology from you.

That’s not a bad idea. Japan made rapid progress in her modernization after World War 1I just
because she had acquired modern technology from the USA, so was the case with the Federal
Republic of Germany. Technology transfer is very popular now. Could you illustrate your specific
ideas?

Well, in order to upgrade our products so as to bring them to the advanced world level, we would
like to introduce your technological know-how related to the manufacturing process, production
directions, product design, quality control, operation management and technical services.

Do you mean to send your technicians and managerial people to our company to learn these?
Exactly. We plan to send 25 technicians and 5 managerial people to your company to study the
technology and management concerned.

But technological know-how is different from production lines or equipment since it enjoys
little legal protection. Only when it is kept secret and confidential can the owner’s interest be
protected.

No problem. We can include a confidentiality clause in our contract. If any violation occurs, we,
the buyer, shall be penalized.

"That sounds fine.

Q Listen to Dialogue 1 without referring to your book. Practise it with your
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partner and complete the following sentences in your own words.

1. Mr. Zhao thinks it is high time to discuss the detail of with Mrs. Smith.

2. According to Mrs. Smith, if they want to be competitive in the international market, they
have to .

3. According to Mrs. Smith, Mr. Zhao’s company should pay for the advanced technology in
the form of as well as .

4. Mr. Zhao said if he were Mrs. Smith, he would provide the up-to-date technology for the
joint venture without .

5. According to Mr. Zhao, both companies should stand together to assume

since they are
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e Listen to Dialogue 2 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. Mrs. Wang wants to talk about the possibility of with Mr. Smith.

2. According to Mr. Smith, Japan made rapid progress in her modernization after World War
IT because .

3. Mrs. Wang thinks it is very important to introduce the advanced technological know-how
in order to

4. Mrs. Wang intends to send to Mr. Smith’s company to study the
technology and management concerned.

5. Mrs. Wang would include a confidentiality clause in the contract. If any violation occurs,
the buyer will be

G Work in pairs and take turns to start the dialogue with the following
sentences.

Situation:

You are Jason Wang, from ABC Computer Company, meeting Frank Smith from BCD
Computer Company in the plant of ABC company. ABC and BCD companies are trying to
enter into joint venture with each other. Talk about the importance of technology transfer
with Mr. Smith, and remind him to introduce the up-to-date technology.

Tips:
1. Asyou have known that...
2. So far as I observed, there are still some problems...
3. Please go ahead.
4. Yes, in that case, there will be a lot for us to do.
5. Thats true.
6. You are absolutely right.
7. The technology is to meet the requirements of the joint venture’s purpose.
8. The technology acquired shall be truly advanced and appropriate to the market needs.
9. We promise that we will...
10. As a result, you will pay for it in the form of...
11. Am I right about that?
12. I want to make it clear that ...
13. Can I have your specific idea about that?
14. My solution is simple. That is...
15. OK, let’s stop our discussion for the moment.
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Q Work in small groups and discuss the following topics.

1. Isitvery important to acquire the up-to-date technology for the acquiring country? Why?

2. Why should the technology supplier transfer their latest technology to their partner in a
joint venture?

3. Should the technology acquiring country pay royalty each time they introduce an
advanced technology from their trading partner? Why?

Part3 R udimentary Knowledge
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Technology Transfer — Classification and Forms

Science and technology are productive forces. It has been proved to be a truth that a country,
developed or developing, benefits a lot from acquired technology. During the last two decades,
international technology transfer has increased by leaps and bounds (3 % ik i%). From a broad
perspective, technology transfers across nations fall into four categories, each of which has its own role.
Process technology (4m T3 AK) is applied directly in production activities to increase the efficiency
of workers and/or machines. Product technology (/*&4& R) is aimed at consumer goods of higher
quality or capital goods that yield higher rates of output per unit of labor, capital, or raw materials
employed. Application technology (% fl# R) bridges products and processes by developing new ways
to use existing capital or consumer goods, or adapting these to different technological environments to
improve economic efficiency. Management technology (‘8 224% R) includes the knowledge of how to
combine different resources to efficiently produce goods and services, and how to distribute and market
these output to the end-users or consumers throughout the world.

The principal mode of developing countries’ technology acquisition is on commercial terms as

a business transaction between enterprises

or institutions in different countries. The
selection of a particular arrangement will
depend on a number of factors, such as the
development objectives and requirements
of the acquiring country, the complexity
of the target technology, the technological
sophistication of the acquiring country (3%
K313 H), the specific sector of economy
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involved and finally the legal infrastructure (7% 4%#) %) within the acquiring country. From the
commercial point of view, technical acquisition may take one or more of the following forms.

1. Licensing trade (3§ *T#E % %)

The licensing of industrial property rights (*#) and know-how (% A4 R) is the most common
way of acquiring and exploring technology. It consists of the grant by an owner of industrial property
rights or the proprietor (7 & %) of know-how of permission to make use of all or some of those rights
and information. The licensee (# B & A A) will thus have the right to produce the goods under patent
(% #)) protection by paying an agreed amount of royalty to the supplier, whereby the licenser (# R424%
%) is obliged (L 4~#9) to furnish technical information and assistance.

2. Technical consultation and service (3 K %14 5 IR %)

Technology consultation refers to the supplier’s application of various kinds of scientific and
technical knowledge and experiences to set out appropriate data, technical information, survey report of
a proposal for the client’s technological item.

3. Technical collaboration (# K &-1F)

A number of different cooperative arrangements within which the technology will be acquired by
developing countries from industrialized countries have been identified. There are two possible forms of
collaboration. One is by a cooperative agreement that the overseas supplier shall provide the blueprints
of design and technical data, or equipment for production, so that both parties can start manufacturing.
The other is by a contract system that the overseas supplier shall have the sole responsibility for the
manufacturing technology, and both sides shall cooperate according to contract stipulations.

4. Turnkey projects (7K ¢, T#2)

Firms that specialize in the design, construction, and start-up of turnkey plants are common in
some industries. In a turnkey project, the contractor (7 ¢, ) agrees to handle every detail of the project
for a foreign client, including the training of operating personnel, and then hands the foreign client the
key to a plant that is ready for operation.

Anyway, technology is not just an ordinary goods. Its acquisition takes a long time and is much
more complex. The acquisition process not only involves acquisition of goods (finished products, parts
and components), and employees (production managers, quality control specialists, financial executives)
but also brings problems in trade, information and industrial property rights, etc. So many technology

contracts are subject to approval by the government authorities.

1. technology transfer $iR#ik: The transfer of technological knowledge to another party,
which often occurs when a patent holder grants a license to another firm to use a technology,
process, or product. In many instances this transfer takes place between countries when a
firm establishes an overseas subsidiary or grants a license to a local producer. It is therefore

a means by which countries gain new technology or update their existing technological base,
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enabling them to build up their industrial infrastructure.

2. licensing ¥ AJIE: In international marketing, an agreement by which a company (the

licensor) permits a foreign company (the licensee) to set up a business in the foreign market

using the licensor’s manufacturing processes, patents, trademarks, trade secrets, etc., in

exchange for payment of a fee or royalty.

3. royalty ERI{EAZE: A payment made for the right to use the property of another person

for gain. This may be an “intellectual property”, such as a book, or an invention. It may also

be paid to a landowner, who has granted mineral rights to someone else, on sales of minerals

that have been extracted from his land. A royalty is regarded as a wasting asset as copyrights,

patents, and mines have limited lives.

A
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Read the text and discuss the following questions in class.

1. From a broader perspective, technology transfer falls within four categories. What are
they?

2. What is product transfer aimed at?

3. What’s the relationship between a licenser and licensee? What are they obliged
respectively?

4. What are the two possible forms of technology collaboration?

5. What are the advantages of a turnkey project?

Give Chinese equivalents for the following expressions and sentences.

sophisticated technology

know-how

industrial property

technical literature

patent right

The technology transfer fee shall be paid in royalties.

N ke

The royalty rate is 5 percent of the net sales price of all licensed items made and sold
during the term of the agreement.
8. The technology acquired by the joint venture shall enable the venture’s products to

achieve marvelous economic results.
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Q Write a letter on technology transfers.

Dear Mr. Smith,
The demonstration of your latest technology in the trade fair is very impressive. 'm
writing to discuss the possibility of technical cooperation between our two companies.
As you have known, China is working hard to open wider to the outside world. In
order to accelerate the economic growth rate, more favorable policies have been granted
to the technology transfers to make more advanced technologies freely transferable
in China. It is a win-win situation for both the technology acquiring country and
the technology provider since China has such a huge potential market in this line of
business. With our wide connection at this end (A3 X) and the high prestige in this
business, together with your technology and management, I am sure, our cooperation
will turn out to be very successful.
I will be appreciated if you would consider my proposal seriously and we can talk
about the details in the coming business conference next month in Shanghai.
I am looking forward to seeing you soon.
Yours truly,
Jason Wu
Jason Wu
Chief Executive Officer

e Translate the following passages into Chinese.

1. China’s economic planners gave priority in technology imports to electronics,
telecommunications, electric-power generation and transmission, transportation
equipment, and energy-saving devices. The degree of central control over technology
imports fluctuated (7% 3h) in the 1980s, reflecting changing foreign trade policies and
foreign exchange balances, but the overall trend was toward devolution (F A 71) of
decision making to those who use the technology or equipment. Bank loans and other
means were made available to encourage end users to select appropriate technology.

2. The technology we acquire should be truly advanced and appropriate to China’ needs. China
has learnt many lessons from the past transfer. Simply being given technology is not good in
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the long run (KiZ k%), as it damages the recipient’s own R&D (FF 55 F&X) capacity. In
negotiating technology transfer deals, the goal should rather be technological co-operation.
"Today, as science and technology leaps forward and the knowledge-based economy
is on the upswing (iE/£ % #), intellectual property is becoming a strategic resource for
national development and a core element for international competitiveness. In the years
ahead, China will also improve laws and regulations on intellectual property rights IPR)
protection to offer a more effective and efficient protection to investors and IPR owners
and will intensify our efforts to crack down on violations of IPR and the manufacture and

sale of counterfeit (& § 49) or substandard goods.

Work with your partners and practise speaking according to the following
directions.

To speed up the technological innovation (#% R 3#7), China needs to borrow from the
advanced countries the latest technologies to save the time of R&D. To enlarge the share in
the international market, China may also export the advanced technologies to some specific
areas. Technology transfer has caught great attention of the Chinese government. Divide
the class into small groups and simulate a seminar on the modes of technology transfer, the
advantages and disadvantages of each mode. The particular mode that technology can be

transferred is listed in the following table.

Mode to Transfer Technologies

@® Licensing: the main advantage is that the licensee bears the costs and risks of
opening a foreign market. Disadvantages include the risk of losing technological
know-how to the licensee and a lack of tight control over licensees.

® Turnkey Projects: it allows firms to export their process know-how to countries
where foreign direct investment might be prohibited, thereby enabling the firm to
earn a greater return from this asset. The disadvantage is that the firm may create
efficient global competitors in the process.

® Franchising (45344 %): it is a specialized form of licensing in which the franchisor
(453 #) sells intangible property to the franchisee (45445 # A) and insists that the
franchisee agree to follow strict rules in operating the business. A typical example is
McDonald’s. The main advantage is that the franchisee bears the costs and risks of
opening a foreign market. Disadvantages center on problems of quality control of
distant franchisees.

@ Joint Ventures: have the advantages of sharing the costs and risks of opening a foreign
market and of gaining local knowledge and political influence. Disadvantages include

the risk of losing control over technology and a lack of tight control.
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What are the new regulations relating to technology transfers to and
from China? What are the procedures concerning the technology transfers

that can be made freely? What shall be noted concerning the technology
transfers that are restricted? Think about them while you read the following
passage.

China Revised Technology Transfer Regulations

China has issued new regulations relating to technology transfers to and from China.
Under the new regulations, technology is divided into three categories: (1) that which is freely
transferable; (2) that for which restrictions (F&4]) apply and (3) that for which transfer is
banned (% 1k). However, it should be noted that the category into which a particular piece of
technology falls may depend upon whether it is to be imported into China or exported from
it.

So far as technology in the first category is concerned, it is still necessary to register
contracts with the authorities, although, except in the case of major projects, this will be
able to be done locally. The authorities are required to issue a registration (%32 certificate
(#£F) within three working days of submission (3% &) of the agreement and the necessary
supporting documents. A registration certificate will still be required before any money
can be remitted (JC4+) out of China. Submission can be made on-line. Certain clauses,
however, will still be unacceptable such as those which include conditions unrelated to the
technology transfer, requirements to pay royalties on expired (#%1k#9) or invalidated (&
L #9) patents, restrictions on dealing in similar or competing technology, unreasonable
restrictions on the quantity produced and the sale price, unreasonable control over the
raw materials or parts to be used and unreasonable control over the export of the products
produced. The prior (4£47) limitations on royalty rates and the duration (#1F&) of the
agreement have, however, been removed (L74).

So far as “restricted technology” is concerned, agreements are subject to review (2.%) of
the trade and technical aspects of the agreement. Such agreements can only become effective
when an import or export license (35 7T 4i) is granted (4% &) as appropriate. Normally, prior
approval will be required for the concept of the transfer before license negotiations can be

commenced (FF45).

1. Group Discussion
1) According to the new regulations of China, how is technology classified concerning the
transferability?
2) What are the procedures of registering contracts with the authorities?
3) What are the clauses unacceptable to the authorities?
4) What shall be noted concerning the technology that is restricted?
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2. Team Work

Divide the class into two teams and debate against each other.

Team A’s Position

Team B’s Position

technology transfers to make more advanced
technologies freely transferable in China to
accelerate the economic growth rate, and to

China should further free its hands on the

China has been open enough to the foreign
technologies nowadays. It’s time to reduce the
dependence on the foreign technologies and
promote the domestic R&D.

export as much as possible the competitive
technologies to other countries.

G Merry Corner

A businessman who needed millions of dollars to clinch () an important deal
went to church to pray for the money. By chance he knelt next to a man who was praying
for $100 to pay an urgent (% 4 4%) debt.

The businessman took out his wallet and pressed (%) $100 into the other man’s
hand. Overjoyed (K &3t ), the man got up and left the church. The businessman then
closed his eyes and prayed, “And now, Lord, that I have your undivided attention (% % 3%
AL EWITF)..”



Words & Expressions

authorized 4. X #)
bidder n. #&AFA
bidding ». # 4%
candidate n. fZi£ A

capacity n. #

consult v. 73
contractor 7. 7K &7
criteria n. 7/

duplicate n. — X H 15
equivalent 7. #-4)
infrastructure 7. & 2% 5%
interfere v. T
mandatory 4. % T 49
optimum 4. £ 49

pharmaceutical 4. & n. 255 (89)

. Invitation for bids

. Submission of bids

. Bidding documents

. Notice of invitation for bids
. Open bids

. Selected bids

procurement 7. K ¥
residential 2. E4E£8)
sealed 2. 384
selection n. & #
standardize v. #LJEAL
standing 7. JkJL
submit v. $% 3

transformation 7. ik

Administration for Industry and Commerce

THA
commodity housing & & 5
competent department IR 4% 3R ']
real estate 5 i =
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Write down the sentences you hear from the recording, and put them into
Chinese. You will listen to the sentences twice.

wvi AW N

Listen to the passage twice and complete the table.

a. The average annual turnover of the candidate must exceed
Criterion 1: Economic .
1  the maximum budget of the contract.

:amlf ”‘Z:Z;l;;f:ldmg of b. The averages of cash and cash equivalents at the beginning
and end of year are _ 2

a. Has a professional certificate appropriate to this contract.
b. The number of staff currently working for the candidate is at
least _ 3
c. The number of staff that will work for this contract is at least
4 of all staff.

Criterion 2: Professional
capacity of candidate

O R 1y 17 ‘The candidate has worked successfully on atleast __ 5 in the
ey R A past three years.

Listen to the passage and fill in the blanks.

To ensure that all the potential bidders have enough time to study the tender notice,
the new Measures provide that bidders should be given at least _ 1 days after the notice
is issued to prepare the tender documents and submit their bid. For __ 2 infrastructure
projects, technology transformation projects, land construction projects and equipment
procurement, potential bidders should be given at least _ 3 days. For projects with
relatively simple technology, bidders should be given at least __4  days and for other
projects, no less than _ 5 days.
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Dialogue 1 Consulting About the Rules and Regulations on Bids

Mys. Jane Smith (S), business representative of BCD company, USA, consults with Mr. Zhao (Z), official of
Department of Foreign Investment, China, concerning the rules and regulations on bids.

Good morning, Mrs. Smith!
Good morning, Mr. Zhao! Shall we go down to the question of bids?
That’s what we’re here for. Now please go ahead.

We were told that Guangdong is to standardize the tender procedures. Can you list some of the

detailed rules and regulations?

N

Sure. According to the new rules, goods purchased by the Guangdong government, especially
those bought with state funds, such as medical equipment and pharmaceuticals which involve
public interest, as well as projects such as the management of state natural resources, will be
subject to mandatory tender.

S: Isany law or code of conduct worked out recently to regulate the bidding procedures?

Z: Yes. The draft of the Measures of Guangdong Province on the Implementation of the Tender
Law has been put forward for review.

S: Is there any specific regulation on housing and real estate?

Z: Well. The State Development Planning Commission stipulates that residential commodity
housing projects must be put up for tender. However, in Guangdong, only economic residential
commodity housing projects are subject to tender because over 70% of the investment in
commodity housing is from non-state sources and the provincial government believes it should
not interfere too much.

S: Did the Measures lay down any new requirements for projects calling for tender?

Z: Yes. Projects subject to approval must obtain approval according to relevant state and provincial
stipulations. Of these, service projects such as consulting, prospecting, design and labour
services must be approved by the competent departments; construction projects involving land
construction, key equipment procurement and equipment installation must obtain approval
for land acquisition, primary design and budget, and have the necessary drawings and design
documents, as well as the approval documents issued by the competent departments. For the
purchase of goods and equipment, the procurement list must be approved by the departments in
charge. For the transfer or sale of franchise, approval of government or authorized departments
is required.

S:  Very good. Thank you so much, Mr. Zhao.
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Dialogue 2 Consulting About the Bidding Procedures

Mys. Fane Smith (S), business representative of BCD company, USA, consults Mr. Zbang (Z), business
representative of ABC company, about the requirements and procedures of bidding.

Z: Hi, Mrs. Smith! What brings you here today?

S: Hi, Mr. Zhang! I've come to consult you about the requirements and procedure of bidding. I
am told that you are about to invite sealed bids through International Competitive Bidding next
week. Is that true?

Z: Well, yes. You've got faster message.

S: No kidding on me. I'm here to acquire some first-hand information to increase the possibility of
success to win the contract. You know, we’re interested in your project very much.

Z: Shall we go down to your questions?

S: Well, first of all, could you tell me your requirements on the technical capacity of the candidate?
Do you require that the candidate has worked successfully on at least one project in China in the
past two years? As you know, we just started our business in China half a year ago and we hope
you have some favourable policy to the new comers.

Z: You are right there. Normally we require the candidates have worked on at least one project
in China. But we would like to give the foreign companies preference if they can prove their
advantages in the other respects. The current technical capacity is, after all, only one of the
selection criteria. We would like to evaluate the overall capacity of the candidates in our decision.

S: Sounds great. As a world-famous company in this line of business, we definitely have a strong
economic and financial standing, a reliable capital credit and the professional capacity. We’ve
attracted 250 talents working for us. What we are in lack of is an opportunity to demonstrate our
ability in this trade. You will never regret to choose us as your contractor.

Z: We're also expecting a happy cooperation with your company. But I'm afraid we could hardly
make any promise before we evaluate and compare bids among the candidates. We wish you good
luck.

S: Thank you. We need it.

Z: It’s really nice talking to you, Mrs. Smith.

0 Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. Mrs. Smith wants to know the

2. According to Mr. Zhao, the draft of the Measures of Guangdong Province on the

Implementation of the has been put forward for

review.

3. According to Mr. Zhao, in Guangdong, only economic residential commodity housing
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projects are subject to tender, because over 70% of the investment in commodity housing

is from and the government believes it should not

4. According to Mr. Zhao, service projects must be approved by

5. According to Mr. Zhao, for the purchase of goods and equipment, the procurement list
must be approved by

Listen to Dialogue 2 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. Mr. Zhang’s company is about to invite sealed bids through

2. Mrs. Smith comes to acquire some first-hand information to increase the possibility to

3. According to Mr. Zhang, normally they require that the candidates have worked on at least

4. According to Mrs. Smith, their company has a strong ,
a reliable capital credit and professional capacity.
5. According to Mr. Zhang, they will have to bids among

candidates before they make a decision.

Work in pairs and take turns to start the dialogue with the given tips.

Situation:

You are Jason Wang, from ABC Company, meeting Frank Smith from BCD Company
in his office. You read the Notice of Invitation for Bids from the local newspaper that is
inviting bidders to submit tender for a project. BCD company is the owner of the project
and you intend to compete in the bidding. Design a talk with your partner concerning all the
questions related to the bidding.

Tips:

1. invitation to / for tender (3%) / invitation to/ for bid (%) 4%
2. tender (3%)/bid (%) / submission for bid #% 4%

3. eligible bidders &4 #) #ZAFA

4. open bidding A% AR

5. international competitive bidding & Fri ST 3% 47

6. announcement of tender & # B4R /N2

7. conditions for bid A7 &4

8. deadline for submission of bids A& Z 4+ 1k B £
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9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

bidding documents 38 A5 SLAH/#% F5

costs of bidding %47 % A

modification and withdraw of bid #7142 5 Ht 44

open tender FF 4%

win the contract/award of contract/award of bid # 4%

award criteria R ARARAE

notice of award P #7if 4n

international practice & FR15 4

All offers are to be sent to ... marked with the name and number of the tender ...
Offers should be accompanied by guarantee issued by Bank of ...

Any offer submitted after the closing date of the tender, ..., will not be accepted.

General terms and conditions can be obtained from ...

0 Work in small groups and discuss the following topics.

1.

Can you list some rules and regulations that Guangdong government worked out to

standardize the tender procedures?

. What are the regulations on the tender of housing projects in China? What about in

Guangdong?

Do you know how to choose the optimum bidders from the many candidates for the
owner of the project?

What will you do to win the contract?

Parte3 R udimentary Knowledge
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General Introduction and Procedures of Bids

General Introduction

Bidding, as one special trade form, is widely used in international trade nowadays, especially for

government construction projects and purchase of goods in large quantity. In bidding, the price of

goods or service is not quoted (FRM) by the seller, but decided by choosing the most advantageous one

from the offers of bidders (##*A). For bidders, it is always a difficult task to offer a low price to win

the bid and still earn a profit.

Invitation for bids and submission of bids are the two different aspects of the process. International
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bids can generally be divided into two kinds:

1. Open bids or unlimited competitive bids (27 # 4%)

"The invitation for bids is publicized through proper media (newspaper, magazine, etc.) to inform all
prospective (7T & #%9) bidders. All those who are willing to participate in the bids are welcome to submit
their bids.

2. Selected bids or limited competitive bids (i 5/ 3% A7)

The invitation for bids is only distributed to a limited or selected number of prospective bidders.

Usually, a pre-qualification is involved to determine those potential bidders.

General Procedures

1. Preparation of bidding documents (% %47 4)

The documents must describe the requirements of the product or project clearly, accurately and
completely. In cargo-purchasing (4 3% & ¥) bidding documents, trading terms about quality, quantity
and delivery time, etc. are listed specially, similar to those in a sales contract. Only the price is left open
for the bidding.

2. Publicizing the invitation for bids (& ik 42 47i% % )

The invitation must be publicized through proper means to all prospective bidders. Publicizing
must occur a sufficient time before public opening of bids to enable prospective bidders to prepare and
submit their bids.

3. Preparation of bids (%] ¥ A% +)

It is quite important that prospective bidders should have a pre-bid evaluation before they decide
whether to participate in the bid or not. Once the decision is made, bidders must be careful in preparing
the bid according to the requirements. Usually, a bidder needs to fill in the pre-qualification form, stuff
the bidding documents, get a L/G and secure the necessary funds.

4. Submission of bids (i# % #% 47 )

It is vital for a bidder to deliver the bid at the appointed place on time. Late bids are always rejected
and returned unopened.

5. Opening and evaluation of bids (77475 ##4%)

Generally, bids can be opened publicly or secretly.

But nowadays, opening of bids in public is more popularly
accepted worldwide. The invitation for bids generally
specifies the date, time and place for the opening. Then,
the bids will be evaluated.

6. Award (2 47)

After the evaluation, an award will be made to the
bidders who offer the most favorable bid. The award is

generally based on the price and the price-related factors

included in the documents.

73




I 2 53tih

1. tender/bid Hfr, ##Rr: A means of auctioning (#432) an item of value to the highest bidder.
Tenders are used in many circumstances, for example, for allocating valuable construction
contracts, for selling shares (&%) on a stock market (& 1), or for the sale of government
securities.

2. open bids 2AF##Rr: Information of such tender is spread through advertisements
in domestic and foreign newspaper and related journals, or over television and radio
broadcasting to provide all legal bidders with an opportunity to buy tender documents (Bf
bidding documents, 4%+ ) and make a bid. This form, called unlimited competitive tender, is
now widely used. Comparing the offers from many bidders attracted through such tender, the
owner can obtain a low and better price and choose the optimum (& 1% #9) bidder.

3. selected bid E#FE 4 FR: Information of such tender is not made public in newspapers or
journals as owner sends out invitation to bidders chosen according to his own experience and
information or the bidder’s qualifications as provided by consultants (5 14]). This kind of
tender is called limited competitive tender. The owner invites the experienced bidders with
reliable (7T 4 #9) capital credit (3 A& 42 JA) to submit bids so that the fulfillment of contract is
secured. The drawback in doing so is that the owner is liable (7T 4% 49) to lose bidders strongly
competitive in terms of technology and bid prices.

Q Read the text and discuss the following questions in class.

1. Where is bidding widely used nowadays?

2. How is the price of goods or service decided in bidding?

3. What's the difference between open bids and selected bids? What are their advantages and
disadvantages?

4. What are the general procedures of bidding?

5. What do you think will influence the decision of the buyer to choose the optimum bidder?

G Divide the class into two teams and debate each other.

Team B’s Position

Team A’s Position
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bids. Bids shall be made as public as possible to
attract as many as possible bidders so that the
owner can obtain a low and better price and
choose the optimum bidder.

Open bids are more advantageous than selected

It’s not necessary to always make the bids
open. Selected bids will help to save costs
for the bidding, and experienced bidders with
reliable capital credit are able to secure the
tulfillment of contract.
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Q Writing Practice

1. Write a letter on the invitation for bid.

Dear Sirs,

In accordance with the Loan Agreement between the Ministry of Foreign Trade
and Economic Co-operation of the People’s Republic of China and the Overseas
Economic Co-operation Fund of Japan for the above mentioned project, China
National Machinery Import & Export Corporations authorized to purchase, by way of
international competitive bidding, the equipment for the above mentioned project. The
payment for the purchase shall be made under the loan.

We hereby invite interested manufacturers and/or trading companies registered in
and controlled by any country or area to participate in the bid.

Interested manufacturers and/or trading companies are kindly requested to contact us
for obtaining qualification and bid documents between 9:00 and 11:00 a.m. from March 25
t0 29,20 __ in Negotiation Building, Erligou, Xijiao, Beijing, China, upon non-refundable
payment.

List of Equipment:

Top Open Coal Wagon

China National Machinery Import & Export Corporation

Address: Erligou, Xijiao, P.O. Box: 49, Beijing 100011, China

Tel: 0086—-10-12345678 Fax: 0086—-01-12345678

Yours truly,

Jason Wu

Jason Wu

Chief Executive Officer
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2. Write a letter to submit bids.

Dear Sirs,

Having read the advertisement in China Daily (or International Business News Daily)
about the terms and conditions supplied by China National Instruments Import & Export
Corporation, we enclose our tender for the construction/project of ABC Tunnel, and trust
that it will be accepted.

Yours faithfully,

Mike Bush

Mike Bush

Chief Executive Officer

Translation

1. Translate the following passage into English.

BARBWMES ZEATHRTHE, RUATFARXIAERL, EpRTFitx, &tk
BE . MR AET RGN E, F5BRCERERAFIINED R EELTH, EAHRFRT HH X
PH)—FH X, BAAF DL EREREGSRART, SRAATEAFRF LS, B EAFL
B FREARL G A @, IR EX o gt —RAR A AR,

2. Translate the following passage into Chinese.

Bid invitation and bid submission activities shall follow the principle of openness,
fairness, impartality and good faith. If the bid inviting party employs the public invitation of
bids method, it shall issue a bid invitation announcement. If the bid inviting party employs
the private invitation of bids method, it shall send a bid invitation letter to at least three
specific legal persons or other organizations which have the ability to handle the project and
which have a good credit standing. The bid invitation documents shall specify all substantive
requirements and conditions, including the technical requirements for the project, the
standards for the examination of the bidders’ qualifications, bid price requirements, the
bid evaluation standards, etc. and the principal terms of the contract to be executed. If the
bid inviting party has set a reserve price, the confidentiality of the reserve price shall be
maintained.
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G Work with your partners and practise speaking according to the following
directions.

To ensure that all the potential bidders are given equal opportunity to make a bid,
especially in an International Competitive Bidding (ICB), the owner of the contract should
create a fair competition for the candidates. Consultation on bidding regulations and
procedures is so important that it helps the bidders make initial evaluation in their overall
capacity. Divide the class into small groups and simulate a consultation on the bidding

procedures and requirements. You can refer to the participants in the given list.

The Parties Involved

® Shandong Petroleum Administration, P.R. China (Project Owner). This is the party
to prepare the bidding documents, describing the requirements of the product or
project clearly, including the quality, quantity and delivery time, etc., with the price
left open for the bidding. The owner will evaluate and compare the bids according
to the Award Criteria and announce the award.

® China National Chemical Construction Corporation International Tendering Co.,
Ltd, for and on behalf of Shandong Petroleum Administration, invites sealed bids
from eligible suppliers through International Competitive Bidding (ICB). This is
the party to publicize the Invitation for Bids. Those who are willing to participate in
the Bids should contact this party and obtain the Bidding Documents from them.

@® Sichuan Gas Development Corporation, one of the bidders, will have a pre-bid
evaluation, and prepare the bid according to the requirements. Fill in the pre-
qualification form, study the bidding documents and secure the necessary funds,
and deliver the bid at the appointed place on time.

Q The following is a specimen of invitation for bids. What are the bidders
informed of? What shall the bidders prepare for the bidding? How much

will they pay for the bidding documents? What is the deadline of the
submission of the bids? Think about these questions while you read the
following passage.

Invitation for Bids

The People’s Republic of China
China National Chemical Construction Corporation (CNCCC)
International Tendering Co., Ltd.
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Notice of Invitation for Bids (3B#riE &)
Sichuan Gas Development and Conservation ({fR3F) Project

This Notice of Invitation for Bids follows the General Procurement (;k %)) Notice for this Project
which appeared in the UN Development Forum Business (36 E # 4% & it 3z) Edition (& &) No.
370 dated July 16, 20__. CNCCC International Tendering Co., Ltd, for and on behalf of the Sichuan
Petroleum Administration (% i % 22 &), invites sealed bids from eligible (4-##%9) suppliers for the
following goods for SICHUAN GAS DEVELOPMENT AND CONSERVATION PROJECT to
be financed (#: %) with the proceeds (F7#F#) of the World Bank Loan by International Competitive
Biddings.

IFB No (B#riEE45): CNCCC/SPA/SKIDEHY 043/12/13 (ICB: International Competitive
Bidding EIRRE S 1247
Name of Goods (7 &2 % #R): Skid-Mounted Dehydration Unit (10 units)

All those who are willing to participate in the Bids are kindly requested to contact CNCCC
International Tendering Co., Ltd. At the address below, for obtaining Bidding Documents between 9:00
a.m. and 4:00 p.m. (Beijing Time) from September 14, 20__ (except Saturdays, Sundays and holidays),
upon non-refundable (Ri& % #9) payment of US $240 or RMB2,000 for one set of Bidding Documents.
For mail order (JE &), an extra RMB50 (for domestic companies) or US $50 (for foreign companies) per
set should be added for special courier service (i AR 4-).

The last date and time for receipt (4 %) of bids by CNCCC International Tendering CO., Ltd. is 10:00
a.m. (Beijing Time), October 30, 20__. Bids received after that date and time will not be accepted. Bids will
be opened in public at 10:00 a.m. (Beijing Time), October 30, 20__ at the premises (F7 /£ #) of CNCCC.

CNCCC International Tendering CO., Ltd

Building No. 16, Qiqu, Hepingli, Beijing 100013, China
Tel: (010) 12345678, 23456789

Fax: (010) 12345678, 23456789

Telex: 2242 CNCCC or 210281 CNCCC CN

Group Discussion:

1. From this notice of invitation for bids, can you tell which kind of bidding it will take in this project
tendering?

2. What are those who are willing to participate in the bids requested to do?

3. Can you make a budget (7 ) for the bidders if they are planning to compete in this bidding? What
are their major expenditures (3 #) for the bidding and the contract?

4. Please introduce the project briefly.

5. Tell the specific time requirements in this notice. For example, what is the time to obtain bidding

documents? What is the last date and time for receipt of bids? What time will be the bids opened?
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Mr. Johnson, a businessman from New York, went on a business trip to Florida. He
immediately sent an e-mail back home to his wife, Jane. Unfortunately, he mistyped (374%)
two letters and the e-mail ended up going to a Mrs. Joan Johnson, the wife of a preacher (4%
#-E)who had just passed away (Z#). The preacher’s wife took one look at the e-mail and
promptly fainted (% 41]). When she was finally revived (1% &), she nervously pointed to the
message, which read: “Arrived safely, but it is surely hot down here.”
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. What is an inquiry?
2. What is an offer?
3. How to inquire effectively?
4. How to make a satisfactory offer?
5. Correspondence on inquiry and offer
ambiguity 7. 4%, % . offeror n. XHA, EMhA
amend v. 5, A E P quality n. F %
assure v. fRiE, F24R quantity 7. ¥ ¥
attractive a. #8371 84 :  quotation n. A
brochure 7. /s #-F range 7. jo. B
confirmation 7. #iAk, E% reservation n. £ %, FE
courteously ad. F AL revoke v. #4s, BER
delivery n. i#i%, AT, 454 sample n. 5
embroidery n. #4535 ; #% scarf n. B
engage v. A F shipment . 3i&, HF
exquisitely ad. #4733k specification 7. #L#&; #1945
indicate v. %L, 2= stipulate v. #LE
inquiry (enquiry) 7. 4, 9% substantial . £ %49; KZH)
irrevocable a. 7 7T 4 superior 2. L¥F85, x4y
offer n. & v. B#, IR#E valid o. A &by, EAE
offeree n. M BEA, A FA L validity . A i, ki
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a favorable price . & #% L/C fz e

a wide variety of &#+ &4 non-firm offer & %

arts and crafts T % prompt shipment p #]3i3
be subject to VA--- A ready market %4 & &

be supplied from stock I (452 ) sales literature 441 & 1% 5%
captioned goods 47 P 71 & 7 5h shipping document 4t i3 # i
CIF 3] 244 © sight drafe 77 232

figure out i+ # i1 terms and conditions % % &
firm offer % # terms of payment ¥ AF 7 X
FOB # /4 fir#s : trial order 3T #

inquiry sheet 9% .

Part 1 General Ideas of Inquiry and Offer,

—
- . -
— -
= = =
Ll — - — - -
e T U

Q Listen to the passage and complete the following sentences.

1. An inquiry is a request for information about

2. A potential buyer may make inquiries by .

3. An inquirer may ask the supplier information about brochures, samples and get
information on and other relative details concerning the goods they wish
to buy.

4. An inquiry should be issued to a company instead of

5. As for the reply to an inquiry, it should be

G Listen to the passage and answer the following questions.

1. What is an offer?
2. What’s the content of an offer?
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G Listen to the mini dialogues and write down the key words.

Dialogues

Where does : What are
What'’s What does What’s

Questions | Speaker B Speaker A want Speaker A Speaker Speaker A

. . want the B’s specific .
interested in? | to look at? p wondering?
goods loaded? | requirements?

Key Words

Part 2 Dialogues About Inquiry and
Offer

— -
e -
-— -
— — =
— o - P
e B

Dialogue 1 Visiting the Show Room

My Cooper (C), the sales manager; is showing George Allen (A) around their show room. Mr. Allen is a
sales representative from a corporation dealing exclusively in electronic products. Mr. Allen finds SANYO color TV

sets on display are attractive, and is making inquiries about the items.

A: TI'm very glad to have an opportunity to visit your corporation again. It seems to me that there’s
such a wide range.

C: Its very nice of you to say so. As a matter of fact, many of our products have not yet caught up
with the world levels.

A: I mustsay you've done a marvelous job recently.

C: Thank you. I think you have already visited our show room. What particular items are you more
interested in?

A: I'm quite interested in your SANYO CK92D88 color TV sets. I've seen your exhibits and read
your sales literature. I'm sure they will find a ready market in our country. I wonder whether you
can quote us a favorable price.

C: Well. Thank you for your inquiry. Would you please tell us the quantity you want so that we can
tigure out the offer?

A: We want to order 50 sets.

®

Is it your trial order this time?
A: Yes. If the first lot is good in quality, we’d like to place a substantial order with you.
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Very good. You may test them. For your trial order, the price of captioned goods is $120 per set.
Do you quote CIF or FOB?

Our price is on CIF basis.

Good. Now I have another point. Do you allow me a discount?

I’'m sorry. Our regular practice is 2% discount for order exceeding 1,000 sets.

By the way, will they be supplied from stock?

Of course. We can offer as much as you need. I can assure you prompt shipment.

Thank you, Mr. Cooper.

Q002020

Welcome to placing your order early!

Dialogue 2 An Offer of Silk Scarfs

The Canadian Trading Company, Ltd. plans to purchase some band-made silk scarfs from China. Mos.
Green (G) comes to China and has a talk with Mr. Li (L), representative of China National Embroidery and
Drawn Work Corporation, Chengdu Branch. They are baving a face-to-face discussion on offers.

It’s about two years since I saw you last time in Chengdu. How is everything?
Fine, thank you. And it’s a pleasure to meet you again.

I’ve come here to talk about your offer for scarfs.

coro

It’s well known that our scarfs are exquisitely made and reasonably priced. They are known for
their superior quality and beautiful designs. There’s a wide variety of samples in our exhibition
hall. Would you like to have a look first?

G: TD've already visited it. Article No. 321 and No. 322 are especially attractive. Your scarfs have a
ready market in our country. On the inquiry sheet, we inquired for 1,500 pieces of No. 321.
Besides, please offer us another 1,000 pieces of No. 322.

o

That is to say, you inquire 2,500 pieces of scarfs all together? There would be no problem. I'm
sure. We always try our best to meet the requirements of our customers.

Thank you. When will you effect your shipment?

Before the end of this year.

Well, thanks. What about the terms of payment?

ooTo

Our terms of payment are by irrevocable L/C, payable by sight draft against presentation of
shipping document.

Is your offer a firm one or one subject to final confirmation?

A firm one, which remains open for a week.

OK. I think one minute is enough because I have accepted it here and now.

I'm glad we have concluded the business. Is there anything else I can do for you?

No, thank you. Good-bye!

Good-bye!

Comore
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Q Listen to Dialogue 1 without referring to your book. Practise it with
your partner and complete the following dialogues with the words or

expressions given in the box.

discount quantity samples and specifications specialize in
quotations high quality an indication of price
at sight valid catalogue and introductory literature
1. A: Our customers in Pakistan want to buy Electric Saws. Do you happen to make them?
B: Yes. As a matter of fact, we this line of goods and have an experience
of more than twenty years.
2. A: Do you take special orders? That is, do you make machines for special purpose?
B: We do. We can design and make machines according to
3. A: By the way, what are your terms of payment?
B: Generally speaking, we require payment for our exports by confirmed, irrevocable
L/C, payable by draft .
4. A: Frankly speaking, your offer compares very unfavorably with that we
can get elsewhere.
B: But if you take quality into consideration, you’ll see the price is fair and reasonable.
5. A: There’s no doubt that yours are of . But the gap between the prices of
yours and other suppliers’ is too wide.
B: We always quote our customers a fair price. I'm sure our price is comparative.
6. A: I'd like to have your lowest quotation FOB New York.
B: Would you please tell us the you want so that we can work out the
offer?
7. A: Could you give me ?
B: No problem. Here is our CIF Liverpool price list.
8. A: Before I place an order, I'd like a firm offer in order for us to find time to market the
product.
B: Our offers are usually for 10 days.
9. A: Okay. Then, do you mind if I take a look at the on your hand-made
woven products?
B: No, not at all. They are all here, sir.
10. A: Could you allow us some if we place a large order with you, say, 2,000
pieces?
B: In that case, we are ready to reduce our price by 2%. That is really the best we can do.
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Listen to Dialogue 2 without referring to your book. Decide whether the
following sentences listed below are true (T) or false (F) according to the dialogue.

1. Mrs. Green is from China National Embroidery and Drawn Work Export
Corporation, Chengdu Branch.

2. Mrs. Green and Mr. Li are having a face-to-face talk on inquiries.

3. This is the first time for them to meet together.

4. The silk scarfs have a ready market in Canada because of their high quality and
beautiful designs.

5. Mrs. Green is quite interested in No.322.

6. On the inquiry sheet, the Canadian Trade Company inquired for 1,500 pieces of
No. 322.

7. All together, Mrs. Green inquires 2,500 pieces of hand-embroidered silk scarfs
from China.

8. The export corporation will make prompt shipment of the captioned goods.

9. Mr. Li made a non-firm offer.

10. The Canadian Trade Company is required to pay for the goods by

irrevocable L/C.

Work in pairs and take turns to start the dialogue with the given tips.

Situation:
You are Mr. Dossy from Scott Recreational Equipment Company, meeting Mark Parker
for the first time from Far East Trading Company, who is attracted by your latest exercise

bicycles on display in your show room. Mr. Parker is now making an inquiry for the product.

Tips:

Welcome to ...

Hello, I represent ...

Nice to meet you.

What are you interested in?

Id like to have a look at your ...

Do you mind if I take a copy of your introductory literature?
Would it be possible for you to give me some ideas of price?
Could you tell me the quantity ...?

A R A ol e

The price of this commodity is subject to our final confirmation.

,_.
e

Thank you for your inquiry; we’ll do everything possible to meet your requirements.
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Match the words or expressions you’ve learned from the above dialogues
in the left column with their definitions in the right column and then mark

them out.

Column A
firm offer
CIF

quotation

N R S R

discount

be subject to
stock
trial order

© N

specifications
9. non-firm offer

10. FOB

Column B

a. the current price of an article

b. free on board

c. an offer that is subject to the seller’s final confirmation

d. details, instructions, etc., for the design, materials of sth.
to be made

e. an offer that cannot be altered or changed

f. a price including cost, insurance and freight

g. depending on

h. a small order which is to be followed by a lot of orders if
it turns out satisfactory

i. percentage by which a full price is reduced to a buyer by
the seller

j. store of goods available for sale, distribution, or use

Part3 R udimentary Knowledge

—
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—
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e e e

How to Inquire Effectively

The writer of an inquiry letter should state briefly and clearly what he is interested in. This kind of

letter usually includes:

1.

2.
3.
4

86

A brief mention of how you obtained your potential seller’s name (for a first inquiry).

Some information of the demand in your area for the goods you are inquiring about.

Details of what you would like your potential seller to send to you.

A closing sentence to round off the inquiry.
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An Inquiry Letter

Dear sirs,

We have heard from the Commercial Counselor’s office (% 4f4L) in Ottawa that you are
producing for export hand-made straw hats in natural materials.

There is a brisk demand in Canada for high quality goods of this type. A good price can be
obtained for fashionable designs.

Will you please send us your catalogue and full details of your export prices and terms of
payment, together with samples?

We may be able to place substantial order with you if your quotations are competitive and
the quality proves satisfactory and your deliveries prompt.

Your early reply will be very much appreciated.

Yours faithfully,

X X X

How to Make a Satisfactory Offer

When offering, the writer must make it clear whether it is a firm offer or a non-firm offer to avoid
possible disputes in the future. A letter of satisfactory offer will contain the following:

1. An expression of thanks for the inquiry, if any.

2. All the information requested, including name of the commodity, quality or specifications,
quantity, details of prices, discounts, terms of payment, time of shipment, and packing conditions.

3. The period for which the offer is valid if it is a firm offer; otherwise, a remark indicating that the
offer is a non-firm offer.

4. Favorable comments on the commodity.

5. An expression of encouraging the inquirer to place orders.

A Non-firm Offer Letter

Dear Sirs,
We thank you for your letter of inquiry dated July 22, 20__ regarding our line of fully automatic

probers (3] 23).We have pleasure in offering you as follows subject to our final confirmation:

Price:
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Model TFA-140A $9,870.00 FOB Morocco
Model IFP-900C $8,970.00 FOB Morocco

Delivery:

Sixty days from receipt of firm order

Payment:

Within 90 days of shipment
Please note that a discount of 5% may be granted for orders of five or more units.

Enclosed is some additional technical information on the probers. Please do not hesitate to

contact us if you require any further information.

Yours sincerely,

X X X

Q Read the text and discuss the following questions in class.

1.
2.

How do you make an effective inquiry?

What should a satisfactory reply to an inquiry include?

9 Correct the following sentences.

[ T N R S

10.

Could you supply us 1,000 sets of your COMOAQ 1200 computers?

This brochure also lists indicative prices to all of our export items.

Competitors are offering better quality on a favorable price.

We will quote alloy steel at lower price.

We will deal with you in this line on the base of CIF Melbourne. We usually do not allow
any commission, but in consideration of your big order, we exceptionally grant you a 3%
commission.

However, for the quantity you mentioned, we are pleased to make the following offer,
which is subjected to your acceptance reaching here by May 30.

We would be appreciated receiving details regarding the commodities.

Please take into consideration of our sincere desire to conclude this transaction with you.

. Our offer No. 8535 covered 4,000 copies of English textbooks will be withdrawn if you fail

to open the covering L/C by 10th, October.
As your request, we now keep this firm offer open for a farther ten days from 15th May.
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Part 4 Addltlonal Practlce
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Q Improve the following letter with your group members.

Gentlemen,

We are in receipt of your letter in June 8, and have noted its contents. We have
noted your comments on the price we have quoted you. Now we’re writing to you, and
we have to say that we have quoted you our lowest price. Please note that because of the
extremely great demand for this item.

We sincerely hope that you will place a large order for our toy buses according to the
price in our quotation already sent you, or we shall be unable to supply you with the goods.

We look forward to your order.

Yours truly,
Jenny Li
Sales Manager

9 Translate the following sentences into Chinese.

We'll give you the preference of our offer.

I should have thought my offer was reasonable.

You’ll see that our offer compares favorably with the quotations you can get elsewhere.
This offer is based on an expanding market and is competitive.

We have extended the offer as per as your request.

This offer is subject to your reply reaching here before the end of this month.

Are these commodities available right now? We would like to see the samples first.

If necessary, we take special orders according to your requirements.

A A ol e

We know that you are leading exporters of machine tools and can provide the specifications
we need.

10. We assure you of an ample supply and prompt shipment of the goods.

G Work with your partners and practise speaking according to the following
directions.

Read the following letters of inquiry and offer. Compose a dialogue according to the
information you get from the letters.

89



I 2 53tih

Letter 1 An Inquiry for Computers

Dear Sirs,

We are a leading distributor in computers in the city of Changsha, Hunan, China.
Our customers have expressed interest in your App MacBook Air computers and
required about their quality.

Provided quality and price are satisfactory, there are good prospects of good sales
here, but before placing a firm order, we should be glad if you would send us your

catalogues and price-lists of such product concerned by EMS. You are kindly requested
to quote the FOB New York.

We look forward to your early reply.
Yours faithfully,

Letter 2 A Reply to the Inquiry

Dear Sirs,
Re: App MacBook Air

We are very pleased to receive your inquiry of 18th February and are enclosing our
illustrated catalogue and price list giving the details you asked for.
On regular purchases with quantities of not less than 1,000 sets, we could allow a

discount of 2%. Payment is to be made by irrevocable L/C at sight against presentation
of shipping documents.

We await your acceptance by E-fax or e-mail.
Yours faithfully,

Letter 3 An Offer for App MacBook Air

Dear Sirs,
Re: App MacBook Air

We thank you for your letter of 18th February and confirm our E-fax of today’s
date, which reads as follows:
“AppMacBookAir COMPUTERS $822 A SET FOB NEWYORK PAYMENT

L/C AT SIGHT REACHING US BEFORE 15/MAY SUBJECT REPLY HERE
WITHIN FIVE DAYS”
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Please note that our terms of payment are by irrevocable L/C payable at sight
against presentation of shipping documents. Please open the Letter of Credit without
delay so as to enable us to effect shipment during May/June.

We await your acceptance by fax.

Yours faithfully,

Q What is the function of samples in trading? Think about it while you read
the following passage.

Samples

The newly established relationship can often lead a foreign buyer to place at least a trial
order, but they strongly insist having seen the real samples. Samples are mostly chosen from
the whole lot of contract (4-FF]) goods representing the quality of the goods. Sometimes the
sample is offered by the seller and sometimes by the buyer. In the case of the seller’s sample,
this agreed sample, once it is accepted by the buyer, will be taken as the evidence of the
goods. At the moment when the goods are unloaded at the port of destination (H #9%), this
sample will be used for comparison. If there is any difference (£ %) between the goods and
the sample, a claim may result. In the case of the buyer’s sample, the supplier should duplicate
(A_#1) the copy to the exact specifications and send it to the buyer. Once all the buyer’s
requirements are met, the business is usually finalized (% 2).

Sending samples to every enquirer is a costly business, especially as samples should
always be sent by air, if possible, so that the interest of the prospective buyer (# £ 89 %
F) or agent is maintained; to refuse samples to everyone may result in the loss of business
opportunities.

Sample has two kinds. One is for business purpose. Once the customers have the
exporter’s sample in hand, they can decide whether to take it or drop it right away. The second
kind is sampling production, which is a tall order (3f %] 9% K) for the supplier who has to
consider his production capability, technological problems and financial conditions before he
can decide to accept it or not. If the supplier can meet the buyer’s requirements, the business
is done easily. Although the frequent change of samples or even further improvement of them
may last a long time, in the long-term strategy, the sampling business is still very attractive

and worth trying.

Group Discussion:

1. What's the use of an export sample?

2. Who often provides the samples?

3. What will discrepancy between the goods and the samples result in?

4. What do you know about the two kinds of samples mentioned in the passage?
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G Merry Corner

Kowalski, fresh out of accounting school, went to an interview for a good job. The
boss asked various questions about him and his education, but then asked him, “What is
three times seven?”

“Twenty-two,” Kowalski replied.

After he left, he double-checked (& 5 #% %) it on his calculator (he knew he should
have taken it to the interview!) and realized he wouldn’t get the job.

About two weeks later, he got a letter that said he was hired for the job! He was not
the one to look a gift horse in the mouth (% £ 5K #t49), but was still very curious.

The next day, Kowalski went in and asked why he got the job, even though he got
such a simple question wrong. The boss shrugged (4 /&) and said, “Well, you were the
closest.”

T ————db Y. e



CountersOffer

1. A counter-offer

2. Content of a counter-offer

3, Correspondence on counter-offer
4

. Bargaining techniques

Words & Expressions

acceptance n. %, AL : push the sale 344
approximately ad. L3, K3k revise v. 57, 14T
bargaining n. L, AT, X% , soar v. 5k, A3
comparable 4. 7T YLk 4y ‘ stalemate n. 125
compromise 7. & v. %W, I unconditionally ad. 4514
concession 7. it

correspondence 7. 13 % a series of —i&£ %, — %7
counter-offer n. £ %, R # call off 7 #

current 2. % AT #Y clinch a deal & X

decline n. & v. TF; E4%,; TR come to terms ik R L
finalize v. J&--- %G E T & heated discussion i# 7\ 4%
fabric n. 8%, 24 make concession # i ik
give rise to 7| &, 2% meet each other halfway & it—F
in view of %, #)£3) . on the high side (444 ) 15
invalid 2. %t e) . put forward #% i1

mutual understanding 48 7 #2 fi% rock-bottom price KM
offhand 4. & ad. PPatéy (M) stainless steel R454R
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Part 1 Understandmg of Counter-Offer
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The following is a letter from a buyer declining the seller’s offer. Listen to it
and fill in the blanks with the words you hear.

Dear Sirs:

Many thanks for your __ 1 of 15th August for 2,500 sets of IBM Personal Computer.

In reply, we very much _ 2 to state that our end-users here find your price is too much

3 ,ie. 10% higher than the average. Information indicates that the computers supplied

here _ 4 the same brand have been sold at the level of $980 per set.

In such case, it is impossible for us to __ 5 in our market. Should you be prepared to
reduce your limit by, say, 8%, we might _ 6

It is in view of our long-standing relationship that we make yousucha 7 . As the
marketis _ 8 , we hope you will consider our counter-offer most favorable and fax us
_ 9 assoon as possible.

We are _ 10 your early reply.

Listen to the passage and decide whether the following statements are true
(T) or false (F).

1. Usually, after receiving an offer, the offeree should accept it no matter whether he
is satisfied with it or not.

2. It’s a general practice for the offeree to make a careful analysis and study the offer
as well as the current market situation.

3. In a counter-offer, the offeree will make some revisions in the terms and
conditions on his own.

4. On receiving the counter-offer, the offeror may decide to accept or decline it
according to the specific situation. He may also make a re-offer to put forward
some new terms or conditions. This is called a counter-counter-offer.

5. Once the counter-offer is made, the original offer is out of validity.



Unit 8 Counter-Offer A%

Part 2 Meeting Each Other Halfway .
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Dialogue 1 Negotiation over the Price

The dispute on prices is going on between the Far-East Light Industrial Products Import & Export

Corporation and Oriental Horizons Clothing Factory. Mr. Cook (C), the buyer, wants to get the most favorable

offer; and M. Vigor (V), the seller; insists on his own prices. The negotiations have reached a stalemate. Finally

both sides meet each other balfway, and the business is concluded successfully.

C:

o

We have studied your offer on the printed pure silk fabrics produced in Jakarta carefully, and
tind that your prices have soared! They’re approximately 20% higher than last year’s. It would be
impossible for us to make any sales at such prices.

I’'m greatly surprised to hear that, Mr. Cook. 20%? You can’t be serious! Besides, the cost of
production has risen a great deal in recent years. What’s more, it pays to buy goods of better
quality. Better quality usually means a higher price. I think you can’t avoid considering the quality
of products.

You’re right here. But we only ask that your price be comparable with others. That’s reasonable,
isn’t it?

As you wish. Well, if your order is large enough, we are ready to reduce our price by 2 percent.

If that’s the case, there is hardly any need for further discussion. We might as well call the whole
deal off, and our negotiation will give up half-way.

What I mean is that we’ll never be able to come down to the price you name. The gap is too
great. You know our products are of high quality. Taking the quality into consideration, I think
the price is reasonable.

I think it unwise for either of us to insist on his own price. Each will make a further concession so
that business can be concluded.

What is your proposal? Can you give me any indication?

Your unit price is 80 dollars higher than we accept. I suggest we meet each other halfway.

Do you mean that we’ll have to make a reduction of 20% in our price? That’s impossible.

What’s your suggestion?

The best we can do will reduce 20 dollars. This is our rock-bottom price.

That still leaves a gap of 20 dollars. Let us meet each other halfway once more, then the gap will
be closed, and business will be done.

You certainly have a way of talking me into it. All right, let’s meet half-way again.

I’'m glad that we’ve come to an agreement on price.

We’ll go on to the other terms and conditions at our next meeting. When can we meet again?

Any time. The sooner, the better.
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V:
C:

How about next Monday morning, at 9 o’clock?

That quite suits me!

Dialogue 2 An Impasse

There is a beated discussion on price between Mr. Weller (W) and My. Daniel (D). It seems to be quite

difficult for them to clinch a deal.

D:
W:

39

9

e

SPIPIPEDET

Oh, you've finally arrived. We’re expecting your counter-offer.

Sorry for being late because of the traffic jam. But we’ve got the counter-offer for you. For these
stainless steel tablewares, our counter-offer is as follows: 12 dollars per set CIF Hamburg.

Oh, my! But that’s impossible. We won’t make any profit at that price.

We are sincere. My counter-offer is in accordance with prices of the same kind of products on the
international market.

We are also sincere with you. But the difference between us is too great.

Business is rather slow nowadays. And the competition for the market is rather keen. Some
suppliers have made offers much lower than that you quoted.

But think of the quality! The quality of our products is guaranteed.

I admit that. But to be frank, your price is much inflated.

What do you mean? I can’t understand you.

I mean you didn’t quote us a firm offer. We want to see the rock-bottom.

That’s really rock-bottom.

Well, how much can you bring down the price, anyway?

Two dollars per set.

Are you joking? Can’t you make further reduction?

Impossible. Or we’ll suffer a great loss in benefit.

OK. In that case, it'll be very difficult to proceed with our talk, and there is no point in discussing
it any more.

Well, that is all we can do.

Q Listen to dialogues without referring to your book. Practise it with your
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partner and complete the following sentences in your own words.

1. To clinch the deal, I really think we should both make some concession. How about
>

2. We are not used to bargaining. But this kind of high price is

3. You’re saying your price should be the actual deal price then. You can’t make any move? In

that case, it will be very difficult

4. D’'ve just received instructions from our home office. Your payment terms are acceptable to



5. We regret to say that your quoted price is completely

us, but the new quotation, they think, is still

the prevailing market level.

Unit 8 Counter-Offer 24 I

G Listen to dialogues without referring to your book. Practise it with your

partner and give your answers to the following.

Questions

for their company to push the sale of
printed silk fabrics?

Why, according to Mr. Cook, is it difficult

Key Words of Your Answers

How does Mr. Vigor respond to Mr.
Cook’s complaint at the very beginning?

Is the price suggested by Mr. Cook finally
agreed upon?

Do you think Mr. Weller and Mr. Daniel
can come to terms on the price of stainless
steel tablewares at last?

G Work in pairs and take turns to start the dialogue with the given tips.

Situation:

George Allen, an American businessman, is bargaining with Barbara Jones, a hardware

dealer from a German company. They’re having a hard bargain.

Tips:

George Allen

1.

wn

your prices; much too high; at least 25% higher than those of Japanese make

similar products; 15%~20% lower than yours

countries

further discussion; a waste of time; call the deal off

size of our order; depend on price

Barbara Jones

1. our prices; reasonable; competitive; compared with

2. don’t agree with you; not in accordance with those in the international market
3.
4. reduce at least by 15%; to persuade our end users to buy; acute competition from other
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2. take the quality into consideration; famous brand; fashionable design

3. make a counter-offer; give me your rough idea of prices for these commodities

4. difficult to accept your counter-offer; a ready market for our products; the demands
exceed the supply; can’t make more reduction

5. a wide gap; unwise to insist on one’s own price; be willing to make some concessions;

order more

0 Work in small groups and complete the following mini dialogues in English
orally.

1. — We have compared your offer with those from other suppliers. To our regret, we found
yours is definitely too high at $150 a case.
— BARRARE BEA 5 LR R,
2. — ZWRF RN SIATART GHNERIFE, HAAZINTHRE
— I have also been following the market trend closely, and I predict an upward trend in
the near future.
3. — AW A RIK, Rit, FBBBMKMG LR, SNBEMFHEY, SF
B EAMH
— I’'m glad to have reached an agreement on price with you. Thank you.
4. — RAEH, AN E EMGMEERRKT . BRMNAEZHB ARG R,

— How about meeting each other halfway? I don’t think it wise to insist on your own price.

Part3 R udimentary Knowledge
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Correspondence on Counter-offer

Letters with counter-offer often cover the following points:

1. Express the offeree’s thanks to the offeror for the offer.

2. Express regret at the offeree’s inability to accept.

3. Forward concrete suggestions or amendments to the original offer.

4. Express hopes of mutual beneficial cooperation.
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Offeree’s Counter-offer

Dear Sir,

Subject: Counter-offer

We thank you for your fax of July 30 offering us 5,000 pieces of the captioned goods at $4.00
per hundred.

We have been very pleased with your products, as you know. However, we find that your price
is so high that our margin of profit would be very little or nil. The same products can be obtained
from a local firm, but the price is approximately 10% lower than that of yours. We hope, therefore,
you will reduce your price, to say, fifty cents per hundred lower than your original price.

If you can see your way clear to meeting these figures, we would be pleased to place with you
an order that will carry us for the rest of this year. That order is likely to be one of the largest that

we have ever placed with you.

Sincerely,

Offeror’s Counter-counter-offer

Dear Sir,

Subject: We regret that we cannot accept your counter-offer.

In reference to your e-mail of August 1, we regret not being able to accommodate your
request to make a better offer than the one we suggested to you. As a matter of fact, we feel that
offer itself is most generous under the circumstances.

In checking our books, we find that you have purchased from us twice as much the first
three months of this year as you did in the first three months of last year. This indicates to us that
you have been successful in retailing our merchandise.

We hope that upon reconsideration you will be able to accept our offer. We have been very

pleased to have you on our list of accounts.

Best regards,

The Art of Negotiating

Negotiating is a part of everyday life, but, in business, it’s absolutely critical to your success.
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Poor negotiation can cripple (#]33) a company just as quickly as losing key customers. While most
negotiating strategies seem to be like common sense, it’s not uncommon for people to get caught up in

the emotion of the moment and ignore their basic instincts.

Preparation Is Key

Know about the party you’re negotiating with, so you can capitalize on your strengths and the
party’s weaknesses. If the other party is very experienced, that means he also has a history that could
contain useful information. If possible, talk to business associates who have dealt with this person
before. Many negotiators (i%#]4X.4%) develop patterns and certain styles that you may be able to use to
your advantage.

If you are a buyer, make sure you are thoroughly familiar with the product or service that will be
the subject of the negotiation. If the other party senses you are weak on such details, you may be a prime
target for a bluff or another technique designed to create anxiety and uncertainty. Psychology plays a
crucial (£ % % %149) role in your ability to make the most of the other party’s lack of preparation and
anticipate their next move.

Most negotiators have a price target or goal in mind before they start. During the course of the
negotiation, the goal may change based on changes in scope and other unforeseen (7% 74} 49) actions
by either party. While your ultimate goal should be realistic, this should not constrain your first offer or

counteroffer.

Have a Strategy

There are basic principles that apply to every negotiation. The first offer is usually the most
important and it is the benchmark (J&/&; #24%/£) by which all subsequent offers will be judged and
compared. You'll never get what you don’t ask for, so make your first offer bold and aggressive. The
asking price is just that, and will typically include a pad or margin to give away during negotiations. You
want to take all of that and hopefully more, so start lower than the seller expects.

As a buyer, do not disclose (5%, %) your budget or other limitations in your negotiating
position. You want the best product you can get for the money you have to spend, so employ an
approach that maintains the possibility of spending less than you had originally planned.

Always have something to give away without hurting your negotiating position. If you’re
submitting (2 &, # %) a price proposal to a buyer, consider inserting decoys and red herrings for the
other party to find. For example, you could include spare parts that may or may not be needed in the
end. If the buyer takes those items out to reduce the overall cost, you haven’t lost anything but it may
help the buyer reach his price target.

From a contractual (4R &, ##549) standpoint, a counteroffer automatically rejects all
previous offers. Once an offer is made, you should expect an acceptance or rejection of your offer, or
a counteroffer that keeps the negotiation open. If your offer is rejected and you are asked to submit a
new and better offer, do not fall into that trap. If the last offer on the table is yours, always insist on a

counteroffer to force the other party to move his/her position before you make another offer.
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Find the Leverage

In addition to exploiting the other party’s weaknesses, concentrate on taking maximum advantage
of your strengths. If you’re the only source available for a particular product, you have tremendous
leverage (£.%; #rA4F4E M) across the board. If economic conditions have created a market in which the
product you're selling is in great demand and low supply, that gives you more bargaining power to name
your price. If you are the buyer in a depressed economy, you normally have the advantage of too much

supply and lower demand.

The Offer

An offer is more than just a dollar amount. It must encompass (B %%, .4 all of the elements of
the bargain and will normally comprise the basis for a contract that formalizes the agreement. If you
make an offer without nailing down all of the specifics, you may find out later that there was no meeting
of the minds with the other party. To avoid misunderstandings, offers should be presented in writing and
include all elements of the bargain. It’s a good idea to keep notes containing the rationale for each offer.
While these notes won’t be disclosed to the other party, they will prove to be invaluable should things
go awry and you need to restart negotiations. If you work for a company or the government, those notes

are usually required to document the negotiated outcome and complete the contract file.

Go For a Win-Win Solution

Throughout the negotiation, try to determine what you believe to be an acceptable outcome for
the other party. It may be a combination of different things that aren’t necessarily tied solely to price.
For example, the delivery date may be the most important thing to the other party, while product
quality may be your primary drive.

Understanding the other side’s priorities is just as important as understanding your own, so figure
out what you would do if you were in his shoes. When constructing your offers, attempt to satisfy some
of his priorities if doing so doesn’t weaken your overall position. Be prepared to give up the little things
in exchange for the big things you don’t want to concede. Know your limits and how far you’re willing
to go on all aspects of the deal.

Once the negotiation is completed, you will be able to work effectively with those in the other
party during contract performance. If they are threatened and pounded into submission, they probably
won’t negotiate with you again, possibly cutting off any future business. While heated confrontation is
a common occurrence during negotiations, at some point, collaboration (&4, ##%F) and compromise

(S, 7 E) are needed to get a deal.

Closing the Deal

Successful negotiation is like horse-trading in that it requires a sense of timing, creativity, keen
awareness and the ability to anticipate the other party’s next move. Negotiation is also like chess in that
each move should be designed to set up not only your next move, but several moves down the line.

Generally, your moves should get progressively smaller, and you can expect the same from the other party.
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Always have the endgame (GRJGH-#; #/)) in mind as you plot your strategy, and be prepared at
some point to split the remaining difference. It’s almost inevitable when the parties are close but can’t seem
to make that last leap to a single number. It’s completely arbitrary, but it gets the job done. That’s why all
the offers leading up to that point are so important: they will set the stage for the final handshake.

1. margin of profit Z%x

2. little or nil JLE3&H

3. inreference to (F, B*

4. accommodate one’s request i# B FEAZE R

5. common sense Fil (AI5HIET )

6. get caught up #EE; BT ESE

7. capitalize on FJ

8. make the most of R=7I

9. red herrings ## = HA0E

10. in addition to B&---Z 5b

11. concentrate on &1, &#E T

12. take maximum advantage of &4y 7! F

13. across the board £E—%; £#&

14. nail down BA#f

15. meeting of the minds AR, —HER

16. go awry H5E, kMK

17. win-win X5 ; BEF&R

18. figure out BAR; TEH

19. be in one’s shoes & 7EFN---— AL IF S 1B
20. in exchange for 3, U 5 #

21. cut off YIHF, B4

22. close the deal IBELEE; B
23. lead up to EESH; BEIE

24. set the stage for A---4THFEM; H---BHEEH

K4

Q Read the two letters and discuss the following questions in class.

1. What does the offeree think of the fax of July 30?

2. Why, in the offeree’s opinion, is the quotation too high?

3. What's the content of his counter-offer?

4. Is the counter-offer acceptable to the offeror? Why or why not?
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G Divide the class into two teams and debate against each other.

Buyer: the price for printed silk is too high.

Team A’s Position

‘reasonable.

Team B’s Position

Unit 8 Counter-Offer 24 I

éSupplier: the price for printed silk is quiteé

You can refer to some of the words and expressions given below.

J \
offer study discuss regret unacceptable
workable price quotation previous quality
superior reasonable favorable considering origin
reduce reduction discount counterbid proposal
suggestion indication similar goods article
merchandise product design technology supplier
profit gap difference conclude clinch
complete finalize business deal transaction
competition heated sharp acute bargain
market declining

A\ s

J \
out of line with on the high side original offer
current price international market upward tendency
downward tendency take into consideration compared with
turther discussion margin of profit prevailing market
clinch the deal conclude the transaction make a concession
superior to mutual benefit for the time being
reach an agreement approximately ...% higher bridge the gap
meet each other half way competitive price sharp competition
rock-bottom price a trial order cut down
set the ball rolling call off

N\ r
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G Complete the following letter with the words and phrases from the list
given below.

look forward to approximately 10% lower reduce disappointed
thank you meet in the halfway accept
counter-offer regret high

Dear Sirs,

_ 1 foryour letter of 20th August 20__. We are _ 2 to hear that our price for
Flame cigarette lighters is too __ 3 for you to work on. You mention that Japanese
goods are being offered to you ata price _ 4  than that quoted by us.

We 5 what you say, but we are of the opinion that the quality of the other
makes does not measure up to that of our products.

Although we are keen to do business with you, we __ 6 that we cannot accept

your _ 7 oreven 8
The best we can doisto __ 9 our previous quotation by 2%. We trust that this

will meet with your approval. We _ 10 hearing from you.

Yours faithfully,

Q Read Text 2 again and discuss how to be a good negotiator in class.

Part 4 Addltlonal Practlce

—
—
—
—
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Q Refer to Part 3, study the sample letters carefully and write a letter of
counter-offer on your own. In your letter, you're required to state that

the offer is a little bit high to be acceptable, but you are satisfied with the
Chinese Hulled Sesame Seeds. Express your willingness to conclude the
business if the other party has no objection to your bid on price and terms
of payment.
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G Translate the following passage into English.

P i M35 092 A T RAF LAP = o BA KRS PP & B IATRI 28, FRIEW, MR
A—ARE, WwREPEL, NAAZHNETT; wREP REZ, WEAELLE
MWAAE R L, RAFRARIEH RB T,

G Work with your partners and practise speaking according to the following
situations.

1. Commodity: PNONENIX Ten-speed Bicycles
Price: $150 per set FOB Pudong
Quantity: 1,000
Payment: irrevocable L/C at sight
Counter-offer: $135 per set
The buyer from America asks for a 10% cut in the price. The seller, who works on behalf
of China National Light Industrial Corp, refuses to consider any reduction but gives a 3%
of discount. Now act this out with your partner.
2. Work with your group members, and try to think out some useful sentence patterns that

are often used in bargaining. Compare your work with other groups.

Q A contract invariably includes the terms under which delivery is to be
made. So, at an early stage, the exporter should take into consideration

what terms of delivery he will take. What are the important points to fully
understand a term of delivery? What are the usual terms? How to choose
the proper terms in foreign trade? What is the general practice of Chinese
corporations? Think about them while you read the following passage.

Terms of Delivery

Terms of delivery (3% 4-44) are also known as terms of trade. Proper or improper terms
of delivery used may make all the difference between profit and loss (& #) 4= 4i1). So the
most important task of the exporter, in quoting a price, is to use the right terms of delivery
during the business negotiations (3% #]). Trading practices indicate that it is the custom of
the exporters to quote their prices in reference to (% F) a number of standard terms that are
internationally recognized, among which the INCOTERMS (The International Rules for the
Interpretation of Trade Terms B &% %) KR35 #4418 N) is most frequently used in the world
today. China always follows the international practices and takes the INCOTERMS as the
basis of export price. The purpose of INCOTERMS is to provide a set of international rules
for the most commonly used trade terms in foreign trade. Thus, the uncertainties of different
interpretations of such terms in different countries can be avoided or at least reduced to a

considerable (48 % X #9) degree.
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Each of the terms of delivery is quite different from the others. From a single term of
delivery, we can find out the following:

— what prices are included in the quoted terms of delivery;

— which costs are paid by the buyer, and which by the seller;

— what documents must be prepared and supplied by the exporter and at whose expense (%

AT A);

— when the title to the goods passes from the seller to the buyer;

— when the risks pass from the seller to the buyer; and

— when and where the goods are to be delivered.

As mentioned above, terms of delivery are not only important for quoting a price, they
also make it clear who is responsible for the damage to the goods that may happen in transit.
Terms of delivery are vital for both exporter and importer to ensure they both know who has
responsibility.

As for the usual terms of delivery, we have FOB (Free on Board), CFR (Cost and
Freight), CIF (Cost, Insurance and Freight). In China’s export, what terms of delivery an
import and export corporation may offer vary with (# %Z4£) the nature of a commodity
and also with the district. But, with the aim of gaining more foreign currency (4 ), the
corporation often tries to negotiate sales contracts on CIF terms wherever possible. In China’s
import, the foreign exporter is usually asked to quote FOB. A contract with FOB terms means
that the exporter will deliver the goods on board a ship at a port in his country. He will pay
for delivery up to that point and the importer pays for the rest of the voyage.

G Merry Corner

“The fees for withdrawing money from your ATM (& BB 2 #L) machines are
expected to double, even triple (£ =4&). You’re going to pay two to three as much to
withdraw your money, so basically the ATM machines have become full service. Instead
of getting robbed at the ATM machine, the ATM machine robs you. You eliminate the

middle man.” — Jay Leno
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Words & Expressions

addition 7. ¥ #n

assent 7.&v. # %, Fl&
component 7. %"

conductv. 7| %, &®
countersign n.& v. 2% (XLH5)
definite 2. Ay, —E 8
driver n. (3t ) K3h %

extensive 4. )~ K&y, J 2

file n. STAF, #%; 5%
inactivity n. #1k, RERXK
indispensable 4. 7~ T £k ) 44
initiative 7. £3)

minimum 7. & 4. &/ FME
modification n. ¥ &, %K
monitor n. (it ) 7%

persuade v. LR, Wit

. What is an acceptance?
2. What is an order?
3. How to place an order?

Y. Letters of acceptance and ordering

prelude n. i7 A& ; 53
recommend v. 3%, A4
relatively ad. 48 % 3

reserve v. 5 &, 1RH%&
respectively ad. 4|3k

slightly ad. 43

unreserved 2. RI&HH6), B G
whereas conj. 5T ; RZ

be inclined to 4 T -
conclude a deal & 3

CPU (it) wkat®2 %

for one’s reference 4t 5%
for the sake of 4 7 ---

in duplicate — X %1

in position to do sth. &4 #%
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letter of credit 13 A iE . place an order with iT#¥
long to do sth. /5% - sell out £ %

main board (i) F# sign contract T4
negotiate business & 4 & trial sale %44

Part 1  Basic Ideas of Acceptance and

A

108
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Listen to the passage and fill in the blanks with the words you hear.

Order refers to an oral or written __ 1 to supply a specified quantity of goods. It may
be the result of an offer or a counter-offer with __ 2 . It may be given by letter, telegram,
telex or fax, or even orally at a meeting. After receiving an order, 3 may immediately
4 the acceptance if he can accept all the terms, and he also must send a confirmation of
salesin _ 5 to the buyer to be countersigned with one copy to be returned __ 6 . And,
after receiving the seller’s confirmation, the buyer opens _ 7, whereas the seller gets the
goods ready for _ 8  after he receives the letter of credit. On the other hand, if the supplier

is not in a position to supply the goods _ 9 in an order, or the terms of transaction are not

agreeable to him, he may _ 10 it, or make amendments to it for the buyers’ reference.

Listen to the mini dialogues, write down the key words and phrases to
answer the corresponding questions briefly, and then practise them with

your deskmate.

- Dialogues | Questions Key Words

1 What'’s the minimum order for the product?

2 Why can’t the supplier meet Speaker A’s need?
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(Continued)

Dialogues Questions

Under what condition would the supplier give
Speaker A 5% discount?

4 What is Speaker B’s suggestion?

Why do you think Speaker A is willing to
accept the small order?

Part 2 Makmg a Further Concess:on
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Dialogue 1 Placing a Trial Order

My Allan Link (L), the sales manager of East Asia Trading Company, takes My. Mark Kuan (K), a
representative from Textiles United Import & Export Corporation, to a café, where they’re negotiating business.
Myr. Allan Link adjusts the prices once again to gain a trial order from Mr. Mark Kuan.

Now, Mr. Mark Kuan, can we talk business over coffee?
All my pleasure. I've long wanted to have a talk with you about the possibility of business between us.

We welcome good business.

Good. Generally speaking, I am satistied with the prices because your sewing machine is of superior

quality. Thank you for making this concession; I accept your prices though on a slightly high side.

o

Our sewing machines are relatively popular in the world market. We strongly recommend you to
accept it as our stocks are running low.
Since this is the case, we are willing to conclude this transaction.

Well, let’s discuss the problem of placing an order. How many sewing machines do you want to order?

As I mentioned above, we’ll order 1,000 sets at the very most because your price is still on a high

side though you’ve adjusted it. What’s more, it would not be easy to push the sale of the sewing

machines of a new brand to our clients if we buy them at this price.

L: Ifyou can order more, we would like to make a further concession.

K: We are inclined to place a trial order instead of a large order for the first deal. We shall probably
be able to see our way to extensive dealings with you.

L: Ihope so. Some more coffee?

K: No, thanks.
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Dialogue 2 Confirming the Order

My. Simon Wang (W) is the general manager of Lenove Group. He is persuading Atony Lee (L), a

businessman dealing with computers and components, to place orders for the components, such as the main board,

the monitor, the printer and so on.

L:

o

110

Thank you for making a concession in price once again, Mr. Wang. The settlement of the price is
the prelude of the success of the transaction. We might say that the success of this transaction is
in sight.

I hope there will be more business to come between us in the future. Now I'd like to know
whether you want or not to place an order of some main components such as the color monitor,
the main board, the driver, the CPU, the printer, etc. besides the 1,000 computers.

We will order some next time, I think. At first, we should make a market research in our home so
as to obtain the information of requirement.

You should order some components since you have ordered 200 sets of our computers, by which
you can ensure the market supplies.

Your suggestion seems to be reasonable. But the prices of your components are really on high
side. You see, the price of a main board produced by India is only $190, which is much lower than
that you offer in your price-list, and their quality is as good as yours.

But we have reduced $40 per piece.

I know you’ve reduced $40 per piece — but the original price, $260 per piece you offer in your
pricelist is too high to accept. Even if you reduce $40, your unit price is still $220, which is still
$30 higher than what the Indian company offers. We can’t find a ready market of your products if
we buy at this price.

What’s your definite idea?

We suggest you make a further reduction of $30 per piece, which we can accept, and the business
will be clinched.

How much would you like to order? If the quantities of the main components you order are large
enough, we’ll make further reduction of $30.

Well, for the sake of friendship, we accept this price and order 200 pieces of the main board as a
trial order.

The other main components? Don’t you order?

You also make further reduction of $30 per piece, right?

Yes, the prices of all the components, such as the color monitor, the driver and the main board,
will be made $30 reduction per piece again.

If that’s the case, we’ll order 200 pieces of the above main components respectively.

We can confirm your orders: 1,000 sets of Lenovo 12800 computer, 200 pieces of color monitors,

200 pieces of main boards, and 200 pieces of drivers. All the prices are on bases of CIF Beijing.
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Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following sentences in your own words.

1. Mr. Kuan is quite satisfied with the sewing machines offered by East Asia Trading

Company because of their , even though the prices are

he’d like to accept.

2. According to the dialogue, this kind of sewing machine is very in

the world market, and it is

3. This is the first time for the Textiles United Import & Export Corporation to

of the captioned goods to their end users.

4. Mr. Kuan plans to place for the new brand of sewing machines.

Listen to Dialogue 2 without referring to your book and decide whether the
following statements are true (T) or false (F).

1. Mr. Lee intends to order 200 computers from Lenovo Group.

2. Mr. Lee follows Mr. Wang’s suggestion, and orders some components.

3. Mr. Lee compares the prices offered by Mr. Wang with the prices of the similar
products produced in India, and asks Mr. Wang for further reduction in prices.

4. Mr. Lee finally places 200 pieces of main board at $180.

5. All the prices of the components are on FOB bases.

Work in pairs and take turns to start the dialogue with the given tips.

Situation:

You represent China National Arts & Crafts Import & Export Corp., Chengdu
Branch. You sell straw hats. Every year you have too many orders to catch up with. Now, a
businessman from Singapore, whom you’ve had a business relationship with for years, has
come again. He wants to get 3,000 straw hats. But you can’t supply him from stock this time.
You can only give him two thirds of the hats he needs. Your friend is not very happy and you
try to solve the problem.

Tips:
The Singaporean businessman
1. be interested in; straw hats; the designs, the styles
2. to order 3,000
3. old customers; give some priority on supply

4. thanks
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You
1. be popular; the best selling goods
2. best selling goods; be sold out fast; can’t satisfy one’s demand

3. according to the regulations; give each customer 1,000; make an exception; give 2,000

0 Work in small groups and make sentences with the following phrases in the box.

owing to place an order for a trial order
push the sale superior quality make a concession
further reduction from stock as an exception

Part3 R udimentary Knowledge
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How to Write an Order Letter

Order letters are a common form of correspondence for obtaining goods and service. The writing
of an order letter should include all the specifics necessary to complete the order. To make the order
clear and easy to understand, the writer must include the following details:

1. Name of commodity, model number, size, color, or any other relevant information;

2. Quantity;

3. Date and method of shipment;

4. Price per item;

5. Packing;

6. Payment.

An Order Letter

Dear Sirs,

Thank you for your quotation of April 29 for women’s nylon garments and also for the
samples you sent us.

Having looked over your samples, we find the quality, workmanship and prices are up to our
requirement. And we are pleased to place our order as follows on the understanding that they will
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be supplied from current stock at the prices named:

Commodity Unit Price (Per dozen) Size Quantity
CIF London (dozen)
Women’s Nylon Garments USD80.00 Small 15
Women’s Nylon Garments USD120.00 Medium 16
Women’s Nylon Garments USD160.00 Large 14

We expect to find a good market for the above and hope to place further and substantial
order with you in the coming future.
Our usual terms of payment are cash against documents and hope they will be acceptable to you.

Please send us your confirmation of sales in triplicate.

Yours sincerely,

How to Make an Acceptance

When a seller receives the “first” order from a new customer, he must write a letter to acknowledge
the order. The letter should include the following:

1. express pleasure at receiving the order;

2. add a favorable comment on the goods ordered;

3. include an assurance of prompt and careful attention;

4. draw attention to other products likely to be of interest;

5. hope for further orders.

An Acceptance Letter

Dear Sirs,
Thank you for your e-mail of May 15 confirming your order No. BD468 for
Commodity Unit Price (Per dozen) Size Quantity
CIF London (dozen)
Women’s Nylon Garments USD80.00 Small 15
Women’s Nylon Garments USD120.00 Medium 16
Women’s Nylon Garments USD160.00 Large 14

Although the current market price is a little bit higher, we accept the order in the same terms
as before with a view to encouraging business.
As requested in your previous letter, we are enclosing our Sales Confirmation No.116 in

triplicate, a copy of which please countersign and return for our file.
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Please assure that your order will receive our prompt and careful attention.

Yours sincerely,

1. up to one’ s requirement FF&ZR
2. on the understanding that 0%

3. cash against documents JLZ Bl {f
4. confirmation of sales $4& I\
5. in triplicate —=X =%

6. with a view to HIRF, ZEZ|

7. return for our file i [E]J34Y4

Q Read the two letters and discuss the following questions in class.

1. Why is the buyer pleased to place an order for women’s nylon garments?

2. Do you think that the buyer will place the order if the seller can’t supply the items from
stock?

3. Will the buyer pay for the goods by L/C or in cash?

4. Why is the seller willing to provide the goods at the same price as before though the
market prices have gone up?

5. What is the buyer required to do after receiving the Sales Confirmation?

0 Study the sample letters carefully, and complete the following letter of
regret with the phrases in the box.

much to our regret cover these increases in view of in addition to
by return as you know as follows as to payment terms
as requested at these prices

Dear Sirs:

We've received your letter of November 13 and your Order No.333. 1, we can
hardly accept your order at the prices you bid. _ 2, wages and raw materials have risen
considerably in these days __ 3 the increase of taxes and we are reluctantly compelled to

adjust our prices in order to __ 4 . We're afraid the best we can dois _ 5
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Pattern No. Quantity Unit Price (Per yard) CIF Stockholm
72 300 yards 23 cents
81 450 yards 28 cents
89 350 yards 32 cents

__ 6, we usually require letters of credit. However, _ 7  our long and pleasant
relations, we will accept D/P 60 days this time. But it must be clearly understood that, in
doing so, we are not establishing a precedent.

Please inform us __8 _ whether you may book your order __ 9 . We should be
able to guarantee shipment during May __ 10

Yours faithfully,

Work with your group members and list the different situations in which an
order is declined. You can refer to some of the words and expressions given

below.

J S
delivery cancel order decline alternative
payment available concession catalogue observe
shipment inability rise considerably adjust
increase stock exhausted regret unfavorable
unfortunately cost faulty reject amend
requirement demand particular specification inconvenience
restock unsatisfactory

A\ s

Expressions

J \C
beyond one’s business current tight supply position
urgent need be heavily burdened with orders
meet one’s requirement early shipment
quick delivery due to
out of production be in badly need of
heavy commitment increase in the price of raw materials
A\ s
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Write an acceptance letter according to the situation.

The seller accepts the buyer’s counter-offer for 1,000 dozen raincoats at a 2% reduction

with a view to encouraging business.

Translate the following passage into Chinese.

Discount means that sellers offer buyers a certain percentage of reduction on the
original price. When competition in the market is fierce, discount will help to improve
seller’s competitiveness. There are different kinds of discount, for example, quantity discount,
seasonal discount and exceptional discount. The specific amount or percentage of discount
varies in different situations. The percentage of discount can be clearly written down in a

contract if the seller and the buyer have reached an agreement.

Work with your partners and practise speaking according to the following
direction.

You are the sales manager of Sichuan Yibin Wuliangye Group Co. Ltd. or Guizhou
Maotai Distillery Group Co. Ltd. An Indian businessman, whom you’ve had a business
relationship with for several years, has come again. He wants to get a $980,000 deal. You
accept his order, but you can’t fulfill it within the limited time owing to heavy commitments.

Discuss the matter with him and try to conclude the transaction.

Read the following and discuss how to write a letter for acknowledging the
acceptance of order.

Acknowledgement and Acceptance of Order

The success of any business solely depends on the customer satisfaction of their
goods and services. If the products and services of any company are of superior order, the
organization will attract greater number of buyers and enjoys higher customer base. The
performance and good will of the company or business also depends on efficient and prompt
service to their customers and clients.

These reasons make it necessary that, the organization should handle any order from
the customers in the priority basis and should acknowledge the receipt of their order. The
acknowledgment can be emailed or faxed immediately to the buyer or dealer once the order is

received.
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The order form should also be recorded and documented in specific customer folder
for early delivery of the goods. The filing also helps in further accounting process and future
references. It is also to be noted that, while acknowledging the acceptance of customer order,
the acknowledgement letter should usually contain following points:

* Acknowledge with the thanks for the receipt of the order

* Recap the contents of the order

* Provide any relevant delivery schedule and details

¢ Inform about bulk discount provisions

® Mention any specific terms and conditions attached to the supply of order

® Can furnish a little more information about the company and inform buyer about

other products, which may interest him. But, the tone should be concise with
information and pitching for sale because the customer has already placed the order.

Below given Acknowledgement and Acceptance of Order letter template might be
helpful when you write your own letter for acknowledging the acceptance of order:

(Letter Head/Header)

[Sender’s Name]

[Sender’s Address]

[Sender’s Telephone]

[Sender’s Email]

Date

To,

[Recipient’s Name]

Recipient’s Title (if Applicable)

Ref: [Subject]

Dear (Recipient Name)

We are in receipt of your order for (product description)/or as contained
in the attached Purchased Order Form. The order will be shipped within 15 working days.

We would also like to inform you that we offer free delivery and % (per
cent) turnover discount on orders over $ (value of the product), so feel free

to browse our catalog, and if you would like to take advantage of this significant saving, please
inform us immediately.

Our products are already been approved by (Branded company name)
and (Branded Company name) for their international customer base.

Thank you for your patronage.

Yours sincerely

[Valediction (Sincerely, Respectfully, Best Regards, etc.)]

(Sender’ Title/Position)
Enclosures: (if applicable)
CC.: (if applicable)
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G Merry Corner

A door-to-door vacuum salesman goes to the first house in his new territory.

He knocks, a lady opens the door, and before she has a chance to say anything, he runs
inside and dumps horse dung all over the carpet.

He says, “Lady, if this vacuum cleaner does not do wonders cleaning up that dung, I'll
eat every chunk of it.” She says, “You want tomato sauce on that? We just moved in and we
haven’t got the electricity turned on yet!”
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Words & Expressions

cardboard 7. 4% ¢ transship v. i3

carton 7. £ transshipment 7. 34i%
compact a. % %8 undergo v. £
concerning prep. & T water-proof . Fy /K #)
effect v. £ wharf n. #43k

freight n. iz %

load 7. ¥ © be lined with #17f--
packing n. .3 break the contract i% 74 F)
pilferage n. /)My 3% double straps Wi# 44 i
reinforce v. n ] rough handling % % #%i2
seaworthy 4. i& A8 selling season 44 &
soak v. %8 step up m'%

strength n. 7% %
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Q Write down the sentences you hear from the recording, and put them into
Chinese. You will listen to the sentences three times.

wvi AW N

G Listen to the dialogue twice and complete the following sentences.

Mrs. Smith is asking Mr. Zhao to ship the goods
Mr. Zhao can manage to ship the goods in

In order to satisfy the demand of the shipment, Mrs. Smith has to accept
If Mrs. Smith wouldn’t accept transshipment, Mr. Zhao
They should add this clause in the contract “

[ T N U R O

G Listen to the passage and fill in the blanks.

The exporter has to pay __ 1 attention to the packing of the goods to be shipped
abroad. The packing used in __ 2 goods for home trade is not usually suitable to
3 shipping. Most foreign shipping takes many weeks or even months to reach its
destination. Moreover, goods frequently undergo rough 4  in loading and unloading.
So the packing must be very __ 5 . On the other hand, consideration must also be given to
packing 6 because the cost of packing is usually involved in the selling 7 . Finally,
the exporter has to pack the shipment as lightand _ 8  as possible in order to minimize the
freight 9 . However, strength and _ 10 should not be sacrificed for a saving in freight.
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Dialogue 1 Negotiation on Packing Containers and Materials
Mys. Fane Smith (S), business representative of BCD company, USA, negotiates with Mr. Zhao (Z),

business representative of ABC company, concerning the containers and materials of packing.

Mr. Zhao, shall we discuss the packing now?

All right. As to towels, we usually pack them 10 dozen to one carton.
Cartons?

Yes, strong cardboard boxes.

I’'m afraid cartons are not strong enough for such a heavy load.

The cartons are comparatively light in weight and easy to handle. Besides, we’ll reinforce the

cartons with double straps.

S: Maybe you are right. But cartons are not quite seaworthy. You know the goods are to be
transshipped at Hong Kong. And if the boxes are moved about on the open wharf, they may be
soaked in the rain. That would ruin the towels.

Z: You needn’t worry about that. The cartons lined with plastic sheets are water-proof. So far, no
customers have complained about our packing.

S: OK. I understand you mean the packing in cartons reinforced with double straps and lined with
plastic sheets?

Z: Exactly.

S:  Very good. Thank you so much, Mr. Zhao ...

Dialogue 2 Negotiation on the Date of Shipment
Mys. Fane Smith (S), business representative of BCD company, USA, negotiates with Mr. Zhao (Z),

business representative of ABC company, concerning the date of shipment.

Mr. Zhao, is it possible for you to effect shipment of the order in May?

I don’t think we can.

Then when is the earliest date we can expect shipment?

In June, I think.

That’s too late. As you know, June is the selling season for this commodity in our market. If the

shipment arrives in June, then we will miss part of the selling season. Time is money, you know.

121



I 2 53tih

Definitely, time is gold. But the problem is that our factories are fully committed for several
months to come.

Mr. Zhao, you certainly realize the time of delivery is of great importance to us. Besides the
matter of selling season, after the arrival of shipment, the distribution through the marketing
channels will take at least one week or so.

I see your point, but we have done more business this year than any of the previous years. It’s
really beyond our power.

I do hope you could manage to step up production.

We'll do everything possible to help you. We’ll contact our producers and see if the shipment can
be made earlier than June.

That’s great.

We'll try our best ...

Q Listen to Dialogue 1 without referring to your book. Practise it with your

partner and complete the following sentences in your own words.

1. Mr. Zhao will pack the towels into cartons, of to one

carton.

2. Mrs. Smith is worried that the cartons

3. According to Mr. Zhao, the cartons are

4. According to Mrs. Smith, cartons are not seaworthy. When the boxes are moved about on
the open wharf, they will

5. According to Mr. Zhao, the cartons will be lined with

and they are

e Listen to Dialogue 2 without referring to your book. Practise it with your

122

partner and complete the following sentences in your own words.

1. Mrs. Smith is hoping that the shipment can be made in

2. According to Mrs. Smith, June is the selling season, and if the shipment arrives in June,
they will .
3. According to Mr. Zhao, they cannot ship the goods in May because their factories are

4. According to Mrs. Smith, after the arrival of shipment,

will also take at least one week.

5. According to Mr. Zhao, they will contact the producers and see if the shipment
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G Work in pairs and take turns to start the dialogue with the given tips.

Situation:
You are Jason Wang, from ABC Computer Company, meeting Frank Smith from BCD
Computer Company in your office. BCD company just ordered the man-made gloves from

your company and Frank Smith comes to negotiate on the packing and shipment of the

goods.
Tips:
1. Shall we discuss the shipment now?
2. As to packing, there is a problem we have to face ...
3. Isit possible for you to ...?
4. Idon’t think we can.
5. Pm afraid itis ...
6. You needn’t worry about that.
7. A well-designed packing helps sell the goods.
8. Itis necessary to pack the goods into strong cases to prevent damages in transit.
9. Ishould say I'm very satisfied with your packing.
10. Definitely, we can pack the goods according to your specific instructions.
11. As for the shipment, the sooner, the better.
12. We hope that the goods would arrive in time for the selling season.
13. Can you manage to ship the goods in May?
14. That’s the best we can do right now.
15. Isee your point, but ..., it’s really beyond our power.
16. We'll try our best to help you.
17. Thank you very much. I am waiting for your good news.

0 Work in small groups and discuss the following topics.

1. Why is earlier shipment so important for the importer?

2. Why could the exporter hardly ship the goods earlier sometimes as the importer
expected?

3. What concerns the importer most about the packing of the goods?
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General Introduction to Packing

Packing is one of the most important problems in foreign trade. Appropriate packing can prevent or
minimize (& 2") the damage of the shipment. Therefore, the exporter should give enough attention to the
packing of the goods which will be shipped abroad. It is his duty to pack the goods according to the relevant
terms in the contract and in a proper manner. This will facilitate their handling in transit and assure their
safe arrival at the place of destination. Any neglect in this respect may cause damage or delay in the delivery
of goods and, further, might give cause to the customer to reject the goods or to claim (% %) damages. The
packing used in transporting goods for domestic trade is usually not suitable for foreign shipping. Foreign
shipping takes more time, usually weeks or months to reach its destination and frequently undergoes
unfavorable weather and rough handling. So the packing must be very strong. The exporter also has to make
the packing as lightly and compactly as possible to reduce the freight. Besides, packing cost has to be given
consideration. In the eyes of law, the packing problem is relevant in several respects.

1. The buyer is in certain circumstances entitled to reject the goods if they are not packed as required or
in accordance with the trade custom. The way of packing is stipulated in the contract as one agreed term by
both parties. Any violation (i% &) in packing may give rise to the buyer’ legitimate (4-7%) rejection.

2. The packing is relevant to (5---# %) shipping. Freight is paid on the measurement (R ) or
weight or value of the goods and the shipowner (#& %) is entitled (A#) to demand the calculation of
the freight at the highest rate.

3. The packing should conform (i #&) with the legislation (7%#1) in force in the country of
destination. In some cases, certain types of packing
are prohibited or restricted. The import regulations
of certain countries provide that hay (F3), straw
(#3£), chaff (#£4-) and flax rug (LR #) cannot be
used as packing material or dunnage (#ft47#}), and
certificate has to be added on the official invoice
(& %) form that the packing material has been
disinfected (74 4¢) prior to its use. This precaution is
due to the fact that undisinfected packing material
may be a carrier (#4K) of certain disease. In some
countries, import duties (i 2 X #t) are heavily levied
(#E4C) on particular kind of packing material such as

glass, pottery (/4 25) and porcelain (% %) containers.
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1. packing €3%: Packing is to get the contents into a nice, compact shape that will keep
the goods well in the roughest journey. The forms of packing are outer packing and inner
packing. Outer packing is also named packing for shipment. It gives cargo protection during
the transit. Inner packing is also called packing for sales; it offers attractive appearance for
sales promotion.

2. freight i5%%: The cost of shipping goods for a particular voyage by sea or by air. Freight is
charged on the basis of weight or the volume occupied. Usually the rate is quoted per tonne
or per cubic meter. Certain cargoes are charged on an “ad valorem” (AA#") basis, expressed
as a percentage of the FOB (& F 1) value. Freight is normally paid when the goods are
delivered for shipment but in some cases it is paid at the destination.

3. packing materials ®3#f#3: Packing materials can be wood, stiff paper, plastic stuff, wool,
cotton, hay, iron sheet, jute, glass, steel, pottery, porcelain, etc.

4. types of packing ®%#2&: The common types of packing can be the following: case and
box (# 5 &), bale (48 &), bag (%), drum and barrel (##), bottle (#L), crates (4 #4), container
(£ 540), etc.

Q Read the text and discuss the following questions in class.

1. Why is packing one of the most important problems in foreign trade?

2. Is it true that special care should be given to the packing for the exported goods rather
than the goods for the home trade? Why?

3. What will improper packing cause to the exporter?

4. What shall be considered to make the packing up to standard?

5. What shall be noted concerning packing in the eyes of law?

e Divide the class into two teams and debate against each other.

Team A’s Position Team B’s Position

The textile commodity should be packed into i Nowadays most commodities are packed
strong wooden cases to avoid breakage and :in cartons. To pack textile commodity in
pilferage in transit. This is the traditional iwooden case is obsolete. The cartons are
way of packing and it is seaworthy. Besides, i water-proof and moisture-resist, and the
the insurance will have no choice but to:goods are not so susceptible to damages ...

compensate any losses ...
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Q Write a letter about the advice on shipment.

Advice on Shipment

Dear Sirs,
We write to inform you that the goods under S/C No.1234 went forward (3 L) per
(£ W) steamer “Sea Wolf” on the 15th March, to be transshipped at Hong Kong onto
s.s (A#A5) “Hope” of the Outlook Line ETA (774t #]:4 8t 18]) the 30th March at Helsinki,
freight prepaid (i& % F4T).
Enclosed please find a full set of duplicate (&]4) shipping documents for the same,
the originals (iE &) of which will be forwarded to you through our bankers.
We hope that the goods will reach you safely and give the users entire satisfaction.
We are looking forward to further orders from you and we assure you of our best service
on any order you place with us.
Yours truly,
Jason Wu
Jason Wu

Advice to Customer of Unexpected Delay in Shipment

Dear s

Thank you for your order. At this time we cannot fill your order due to an unexpected
shipment delay from our overseas suppliers. Please accept our sincere apology.
We will hold your order for arrival of the merchandise, and ship shortly thereafter.
Unfortunately, we cannot provide you with a specific shipping date at this time.
Thank you for your anticipated patience in this matter.
Sincerely,
Jason Wu
Jason Wu
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Translate the following passage into English.

BAZEENA, RERNEFEL, BAEGRERZE, FEHARRES /K
T, LRSS K, e RFIEREET, NE e HEA RS A o &L e
REZEH T KR, BB RERFRREEARAIRHK, mkoeLTROBERHEESF
o Bk, EERFFIP, dto B d oW A 8 R R A S

Work with your partners and practise speaking according to the following
directions.

Some people say that packing is an art. The real art of packing is to get the contents
into a nice, compact shape that will keep the goods well in the roughest journey. It has been
estimated that as much as 70% of all cargo loss could be prevented by proper packing and
marking (##1%). Both the buyer and the seller are very concerned, therefore, about the forms
of packing, to avoid damages to the goods and disputes thus aroused. Divide the class into
small groups, simulate a seminar on the matter of packing, and discuss the best way to pack

some specific commodity. The participants may be the parties in the given list.

The Parties Involved

® B.T. Greenwood & Company, 315 Manor Street, London, England. The importer
of ready-made (3Ls) garments. They bridge a business between their client and
China National Import & Export Corp. Shanghai, China. They urged improvement
(% i#t) to the packing of the goods.

® China National Import & Export Corp. Shanghai, China. The exporter of ready-
made garments. They packed the goods into cardboard cartons. For years they
have used these cartons in the shipments to many continental ports to the entire
satisfaction of their clients. The cardboard used for making cartons is light but
compact, and it keeps down packaging costs and helps customers save on freight.
The cartons are well protected against moisture (#172) by plastic lining (4+ 2).

® The client of B. T. Greenwood & Company. They say that the cartons are easy to
cut open because the cardboard of which the cartons are made is rather thin. The
goods are subjected to damage in transshipment because the cartons will stand
in the open on the wharf and be soaked in heavy rains. Besides, during loading
and unloading, the cartons are to be piled up (3#2); hence breakage (#45%) is
unavoidable.

@® People’s Insurance Company of China. They are the insurer of this transaction.
They accepted such packing for WPA (RitF)and TPND (fiy %5 . 25 R~ & ).
They accept this form of packing for the garments and would compensate for losses.
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® The shipping company. They prove that the garments packed in cartons are fit
for ocean transportation. The cardboards are strong enough to sustain (£%) the
roughest handling. Garments packed in them are not so susceptible (& % #9) to
damage by moisture as those packed in wooden cases.

® The competent department at the exporter’s end (7 /£3). They say that the cartons
used are up to standard and fit for ocean transportation. The client need not worry
about any pilferage (fir %7) and breakage. Even if it occurs, the insurance company

can be made to pay necessary compensation for losses caused by using such cartons.

How is shipment usually made nowadays? What is a tramp and what is a
liner? Why does container service become very popular in international

ocean transportation? What are the advantages of the container service?
What shall be noted if transshipment is necessary? Think about them while
you read the following passage.

Shipment

The effectuation of shipment signifies the seller’s fulfillment of the obligation to make
delivery of the goods. So far as foreign trade is concerned, shipment is mostly made by ocean
vessels — tramp (R A7 45) or liner (JE48). A tramp is a freight-carrying vessel which has
no regular route or schedule of sailings. It is first in one trade and then in another, always
seeking those ports where there is a demand at the moment for shipping space. A liner is a
vessel with regular sailings and arrivals on a stated schedule between specified ports.

With the expansion of international trade, the container (4& % #) service has become
popular. The use of containers provides a highly efficient form of transport by road, rail and
air though its fullest benefits are felt in shipping, where costs may be reduced by as much as
one half. Containers are constructed of metal and are of standard lengths ranging from ten to
forty feet. This service has the following advantages:

1. Containers can be loaded and locked at factory premises (Ff £3) or at nearby

container bases, making pilferage impossible.

2. There is no risk of goods getting lost or mislaid (457%) in transit.

3. Manpower in handling is greatly reduced, with lower costs and less risk of damage.

4. Mechanical handling enables cargoes to be loaded in matter of hours rather than
days, thus reducing the time ships spend in port and greatly increasing the number of
sailings.

5. Temperature-controlled (#2i8) containers are provided for the types of cargos that
need them.

In case where direct sailing from one port to other is unavailable, transshipment is
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necessary. In order to avoid dispute that might arise in future, the seller should first obtain
consent from the buyer that the goods ordered may be sent to the port of destination with
transshipment. As such, the stipulation “transshipment is allowed” should be laid down in the
L/C (42 A iE) as well as in the contract.

With the rapid development of international trade, transportation facilities have greatly
improved to meet the demand. Besides transport by sea, road, or rail, in order to speed up

delivery, carriage by air has become popular, too.

Group Discussion:

1. What's the difference between a tramp and a liner?

2. 'Tell the advantages of container service in your words.

3. How much do you know about container service? What are containers usually constructed and
what are the standard lengths of a container?

4. Compare the following different modes of transportation, their advantages and disadvantages:

transport by sea, rail, or air.

G Merry Corner

_—y
N
S

\v .

A very successful businessman had a meeting with his new son-in-law. “I love my
daughter, and now I welcome you into the family,” said the man. “To show you how much
we care for you, I'm making you a 50-50 partner (&-4kA; J& 4&) in my business. All you
have to do is go to the factory every day and learn the operations (3&4F).”

The son-in-law interrupted, “I hate factories. I can’t stand the noise.”

“I see,” replied the father-in-law. “Well, then you’ll work in the office and take charge
of some of the operations.”

“I hate office work,” said the son-in-law. “I can’t stand being stuck (H4%) behind a
desk all day.”

“Wait a minute,” said the father-in-law. “I just made you half-owner (FA~£A) of a
moneymaking (J4x,) organization, but you don’t like factories and won’t work in an office.
What am I going to do with you?”

“Easy,” said the young man. “Buy me out (3% F 4% #9 X 4%).”
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4. Useful Expressions

Words & Expressions

bear v. &K32; K% A. R. (All Risks) —¥71%

consignment 7. P iz % 5% 4 additional risks/extraneous risks M #n %
dent v. 23 A W

incurv. &%, £%

FPA. (Free from Particular Average) -F%
oy AR R

indemnity n. #3242 insurance policy £ #

instantaneously ad. S Bpd; PBpatib

insured n. FREA

insurance premium %4 %7
lodge a claim 42 % % I
special additional risks %2k I Ao e
W.P.A. (With Particular Average)/W.A.
(With Average) /Kiftl; Sfakif 442
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Q Listen to the dialogue and explain the following terms in your own words.

insurer

insured

insurance premium

insurance policy

indemnity

G Listen to the following passage and fill in the blanks with the exact words
you hear.

Insurance was originally applied to losses at sea, where _ 1 were always great. But
now it __2  almost all kinds of occurrence that may resultin __3 . As far as foreign trade
is concerned, marine insurance is still our major concern. There are various kinds of risks
that can be covered under an 4 . The three basic covers are EP.A., W.PA. and All Risks.
Besides, there are some additional risks and some 5 additional risks.

The purpose of insurance is to provide _ 6 for those who suffer from loss or damage.
A __ 7  of insurance, which is generally made in the form of an insurance policy, is one
between a party who agrees to accept the risk and a party seeking 8  from the risk, namely
between the insurer and the _ 9 . In return for payment of a _ 10 , the insurer agrees to

pay the insured a stated sum should the event insured against occur.
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Part 2 Having the Goods Insured
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Dialogue 1 Can I Claim Against the Insurance Company?

Mr.White (W) is a business man, but these days be is feeling quite unbappy because something has gone

wrong with his business. Walking in the street be runs into an old friend, Mr. Bush (B), and they begin to talk

about his business.

z

® 3w

132

Hi, Mr. White, how is your business?

Not so good, I have to say.

Why, what has happened?

Well, the February consignment of canned goods arrived at the destination rather dented and our
users refused to pay for it.

That really sounds bad! What's the cause for the damage, do you think?

Personally, I think the damage was due to careless packing. But my exporter insists that the
damage has nothing to do with packing itself and asks me to claim against either the insurance
company or the shipping company. Now, what I want to know is, can I lodge a claim with the
insurance company on the damaged goods or not?

Well, that depends on what sort of insurance policy you have taken out.

We took out All Risks. I think, with All Risks, we will be covered for everything.

Not quite. It’s true that All Risks is the broadest kind of standard coverage, but it does not really
cover all risks. For instance, it excludes coverage against damage caused by war, strike, riots ...

I see. Insurance is far more complicated than I ever imagined. Well, what do you say to the
loss through negligence? Can I claim with the insurance company for the loss through rough
handling in transit or during unloading?

As I see it, the insurance company would refuse to pay for the damage through rough handling.
Why?

Obviously it’s the shipping company that contributes to the loss through rough handling. The
responsibility should rest with them, I think.

Thank you very much for all information. And now I'm sure of the next step to take.

My pleasure if my explanation might help you.
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Dialogue 2 We Want to Place an Additional Order

My. Smith (S) comes to China to talk about his additional order for motorcycles. This time, be wants the
shipment to be insured by the People’s Insurance Company of China. Miss Bai (B), the clerk, greets him.

B: Hello, Mr. Smith. It’s nice to see you again. Is there anything I can do for you?

S: I’'m glad to tell you that your motorcycles turned out to be very salable on our market. The
purpose of my visit is to talk about an additional order for Motorcycles Type S—350 on CIF basis.
This time, we think it simpler to have the insurance covered by you. In this case, once the cargo
is shipped, insurance can be covered instantaneously. And in addition, your insurance company is
trustworthy.

B: You said it. Our People’s Insurance Company can offer good services. It has agents all over the
world. Should any damage be incurred, claims will be settled promptly.

®

Good. Will you please cover against All Risks for us?
OK.
S: Another thing, I’d like to have the goods covered at 130% of the invoice value. Do you think that

=

can be done?

B: Yes. But please note that our insurance coverage is for 110% of the invoice value. So, if more
than this is asked for, the extra premium should be borne by the buyers.

S: That’s understood. Then, how about your covering the insurance against All Risks for 130% of
the invoice value with the People’s Insurance Company of China?

B: No problem. I'll do that. You can be sure that we’ll have the goods insured as soon as they are
shipped.

S: Thanks a lot.

Q Listen to Dialogue 1 without referring to your book and answer the
following questions.

1. What’s wrong with Mr. White’s business?

2. In Mr. White’s opinion, what caused the damage?
3. What does Mr. White want to know from his friend?

9 Listen to Dialogue 2 without referring to your book. Answer the following
questions.

1. What's the purpose of Mr. Smith’s visit?

2. Why does Mr. Smith want the insurance covered by the People’s Insurance Company of
China?

3. What do you know from the dialogue about the People’s Insurance Company of China?

4. What kind of insurance does Mr. Smith want to get for this order of goods?
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G Work in pairs and make a dialogue based on the following situation.

Suppose you are a green hand businessman. You are not familiar with insurance. It’s the
first time you have your goods insured. Now you are trying to get as much information as
possible about insurance service from Mr. Smith, a clerk from New York Insurance Company,

and then decide what kind of risks you should cover.

Part3 R udimentary Knowledge

Insurance

In international trade, imported or exported goods usually must go through long procedures of
transportation, and in some cases they may possibly suffer from losses or damages. The purpose of
insurance is to provide compensation for those who suffer from loss or damage; in other words, it is a
contract of indemnity, a contract to restore to someone, either the full amount of the loss that may be
incurred, or a specified percentage of the amount of loss. In international trade, marine insurance can,
by agreement of the parties or custom of the trade, be extended so as to protect the insured against
losses on inland waters or land, which are incidental (% & % #9) to the sea voyage. Usually, it is common
to arrange an extended marine insurance under the “Warehouse to Warehouse” clause, that is, from the
warehouse of the seller to the port of dispatch (X i%), and from the port of arrival to the warehouse of
the overseas buyer.

Insurance value is generally calculated as:
cost of goods + amount of freight + insurance
premium + percentage of the total sum to
represent a reasonable profit for the buyer. For
C.LE transactions, we usually effect insurance for
110% of the invoice value. That is to say, 100% is
for invoice value and 10% is to cover a reasonable
profit and some expenses. Sometimes, buyers may
request insurance to cover more than 110%. In
such circumstances, the extra premium will be for
buyers’ account.

In international trade, it is normally

stipulated in the sales contract whether the costs
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of marine insurance could be paid by the seller or by the buyer. If the goods are sold on F.O.B. terms,
those costs have to be paid by the buyer. And if the goods are sold on C.LE. terms, it is the duty of the
seller to take out the policy and pay the costs of insurance.

An insurance claim, if any, should be submitted to the insurance company or its agent as promptly
as possible. In order to substantiate (3E5%; #E]) an ordinary average claim on cargo, the following
documents must be presented: insurance policy or certificate, bill of lading, original invoice, survey

report, master’s protest (5K iE#] 47) and statement of claim.

1. CIF BlEMi&; BAIRIEZE, 52 (- 38EHBBE ) : It stands for Cost, Insurance, and
Freight (... named port of destination). This means the seller has responsibility to arrange and
pay for the shipment of the goods to the port of destination and provide insurance cover at his
own expense. But the risk of loss or damage to the goods is transferred from the seller to the
buyer once the goods are loaded on board the ship at the named port of shipment.

2. FOBEEME; ARL3EK (--- 68EFEIEH ) : It stands for Free on Board ( ... named port of
shipment). This means that once the goods are loaded on board the ship at the named port
of shipment, delivery is completed and the risk of loss or damage to the goods is transferred
from the seller to the buyer. An FOB contract also requires the buyer to arrange and pay for
the shipment to the port of destination, and take out whatever insurance cover the buyer

considers necessary.

Read the text and tell whether each of the following statements is true (T)
or false (F).

1. Businessmen buy insurance in order to keep dangers or disasters away from them.

2. Marine insurance is commonly arranged under the “Warehouse to Warehouse”
clause.

3. For business on C.LF. basis, insurance is usually covered for 110% of the invoice
value.

4. In the sales contract, who should pay the costs of insurance is usually explicitly
stated.

5. Any insurance complaint should be lodged with the insurance company or agent

as soon as possible.
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G Fill in the blanks with the words or expressions given in the box. Change
the form where necessary.

insure take out reply damage loss
arrange credit compensation be responsible for claim
1. An insurance policy with the Midland Insurance Company.
2. In accordance with your instructions, our forwarding agents will the
goods against All Risks.
3. We would appreciate any information you can give us regarding this firm’s

record, financial standing and general reputation.

4. We think it would be most unfair if we alone had to bear the

wn

10.

We feel that there must be some explanation, and await your with interest.

Under the terms of the contract, we must inform you that we have to refuse your

Please the necessary cover and send us the policy as soon as possible.

. During discharge from the vessel, it was noticed that more than half the goods were

severely by sea-water.
We regret to state that no claim for can be considered.
Although we in no way this unfortunate situation, we

are prepared to do everything we can to remedy it.

Part 4 Add:tlonal Practlce

—
—
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1. Sometimes business is transacted by or through the written letter, memo,

bulletin, or report. Now change Dialogue 2 “We Want to Place an Additional
Order” (in Part 2) into a business letter.

Dear Sirs,

WEe shall shortly have a consignment of fridges, valued at US $983,950 C.I.LF. New

York, to be shipped from Taiwan by a vessel of Jardan Co., Ltd.
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We wish to cover the consignment against all risks from our warehouse at the above
address to the port of New York. Will you please quote your rate for the cover?

Yours faithfully,

2. An insurance policy is also a contract. This insurance contract between
the insurer and the insured has many basic contract principles. It is often
considered a personal contract where the loss that is paid is based on the
loss to the person or the organization that holds the policy. The policy is
also a conditional contract where the insured has certain conditions that
they must meet before the insurer is required to pay any benefit. Also,
since the insured typically cannot negotiate terms of the contract, any
uncertainties in the contract will usually conclude to the advantage of the
insured party. Finally, insurance contracts are usually considered contracts
of indemnity. As always, you should understand and read your insurance
policy, understanding that it is a contract. Understand what it covers
and, maybe more importantly, what it doesn’t cover. Ask the insurance
agent questions and make sure to get a good straight answer that can be

verified with written contract. Study the following insurance policy and

try to fill in the form to meet your own needs.

P EARRE
The People’s Insurance Company of China
Boal ik TIw — W HFE) 5

: : Head Office Beijing  Established in 1949
B iz b R e

CARGO TRANSPORTATTON INSURANCE POLICY

% 2% (INVOICE NO.) S AT

POLICY
AR5 (CONTRACT NO.) NO. |
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(Continued)

15 MiE% (L/C NO.)

ARIEA:
INSURED:

FEARAREA S (AT RARANSIRIBRIR A TR, BRI A G AL 8] Gt 2 2 0 R 1%
%, BBAREGERREANFoH @R EHS THHF®K, RETERDERRE, HFIRREE,

THIS POLICY OF INSURANCE WITNESSES THAT THE PEOPLE’S INSURANCE
COMPANY OF CHINA (HEREINAFTER CALLED “THE COMPANY?”), AT THE
REQUEST OF THE INSURED AND IN CONSIDERATION OF THE AGREED PREMIUM
PAID TO THE COMPANY BY THE INSURED, UNDERTAKES TO INSURE THE
UNDERMENTIONED GOODS IN TRANSPORTATION, SUBJECT TO THE CONDITIONS
OF THIS POLICY AS PER THE CLAUSES PRINTED OVERLEAF AND OTHER SPECIAL
CLAUSES ATTACHED HEREON.

T .
M‘ZRIZS o | BRAHE R 49T B B

NOS QUANTITY DESCRIPTION OF GOODS AMOUNT INSURED
BAREA R
TOTAL AMOUNT
INSURED:

Bz A 2R LA
;%R%;:MIUM' ARRAABSTGED DAIE OF FER
) COMMENCEMENT: CONVEYANCE:
3] % z
FROM: VIA TO

AR 7 :
CONDITIONS:
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(Continued)

FIARBE 4, 4o X ARG T T TR REGREAIMRR, Bifri@smAinsd TRREASY, 4o
HEW, BEANGRIBREER (AMREEEA  MHIEREH A, o—H ERTA TR,
HAER BRI

IN THE EVENT OF LOSS OR DAMAGE WHICH MAY RESULT IN A CLAIM UNDER
THIS POLICY, IMMEDIATE NOTICE MUST BE GIVEN TO THE COMPANY’S AGENT
AS MENTIONED HEREUNDER. CLAIMS, IF ANY, ONE OF THE ORIGINAL POLICY
WHICH HAS BEEN ISSUED IN__ORIGINAL (S) TOGETHER WITH THE RELEVANT
DOCUMENTS SHALL BE SURRENDERED TO THE COMPANY. IF ONE OF THE
ORIGINAL POLICY HAS BEEN ACCOMPLISHED, THE OTHERS TO BE VOID.

PR AR AR e 8]
The People’s Insurance
I ARAZAT 3 &, Company of China
CLAIM PAYABLE AT
$ ¥ B
ISSUING DATE Authorized Signature

0 Translate the following passage into Chinese.

Cargo insurance is one of the major items of an insurance company. There are different
means of cargo transportation: marine, land, aviation, etc. Commodities are also varied —
there are general cargo, refrigerated cargo, oil in bulk, live animals and poultry, and other
kinds of goods. Generally speaking, premium varies with different risks, different destination
and routes and different periods of insurance. To understand the scopes of different risks,
you can read the details in the basic policy form and the insurance clauses for different risks.
You should study not only the benefits but also the terms and limitations of any insurance

agreement that appears best suited to your needs.

G Please make a dialogue in pairs based on the following situation.

Mr. White, a buyer of 500 drums of sesame seed oil (Z ki), had lodged a claim with
China Import & Export Corporation, against leakage for some of the oil drums (i&#E), yet
he was quite unsatisfied with the reply he had received which said that his loss was outside of
coverage. He had insured the goods under WPA with PICC. So Mr. Li, a representative from
PICC, came to meet Mr. White. He explained the insurance in question satisfactorily and

offered some suggestions.
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D/

Read the following passage and discuss the questions attached.

One of the largest sectors of modern commercial life is the insurance business. In fact,
there is very little in the world today that can not be insured. All motorists must be insured
not only against damage and injury to themselves and their own vehicles but also against
the same to other parties who may be involved with them in a motor accident. A world-
famous sportsman can insure himself against injury and a highly paid concert pianist can
insure his hands as they are the main source of his income and without them he could not
earn his living. Parents may insure against the possibility of having twins; farmers against
disease of their flocks and herds or damage to crops and woodlands; private householders or
businessmen against burglary, loss or damage by vandalism (¥ & #%3%) or acts of God (R 7T 4%
A, w R, WES).

Insurance confers (4% F; % ¥) benefits on the insured who are thereby freed from a
great deal of worry upon the payment of a relatively small premium. These benefits are also
reflected in the economy of the nation. Insurance removes a great amount of uncertainty from
business life and allows businessmen to take commercial risks which they might not otherwise
attempt. This results in a high level of business activity. In consequence of the regular sums of
money from a large number of individuals and businesses, the insurance companies are able to
invest in new developments in industry and technology. It is from these investments that they
make profits which are eventually shared by holders (#%#&A) of “with profits” policies (A
“with profits” Endowment Policy (A # % 3£) is one which will bring the insured bonuses
which depend on a share of the profits earned by the insurance company).

Insurance companies are also among the most important assets (3 /*) to a nation, for,
by selling their services abroad, they are contributing to the balance of payments position by
earning foreign currency. A nation that has to import much of what it needs must export as
much as possible to pay for the imports. When the cost of the imports exceeds the income
from exports, it is said to have “an adverse balance of trade (¥ % £)”. But the deficit (7 F)
is often made up by money earned on services which are sold overseas — what are normally
called “invisibles (7% #r #)” because they are not goods or commodities — and insurance is

one of the most valuable source of invisible earnings (7% %) to any nation.

Group Discussion:

1. Why is insurance necessary and important in people’s life?

2. What causes a deficit on the balance of payments?

3. What is a country’s balance of trade? When is it said to be favorable or adverse?

4. Give some examples of invisible trade.

5. In what way does insurance benefit a country’s national economy?
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G Merry Corner p
The insurance company lawyer was determined to discredit (4% ; 1£ %) the
eyewitness to the accident: “How far away from the scene would you say you were
standing?”
“Six feet, eight inches,” Ms. Gomez replied calmly.
“And just how can you be so sure of the exact distance?”
“I had a tape measure (% K) in my pocket and I used it,” she said. “Something told
me some stupid lawyer was going to ask me that question.”

141



I. Understanding of agency

2. Commission
3. Different types of agents
4. Applying for the agency

Words & Expressions

annual 7. —F— 8 :  specify v. PAFILE

article n. 45 turnover 7. & 5

brochure n. (HEHREER ) DT

commission 7. 14 draw up A2 %

conservative 4. 1% 5 49 out of the question R T4E#y, A RE| 4]
designate v. 355 ; &k resort to K 8 T

garment 7. RAR . sole agent Jk 7 X 22

principal n. #AILA; FIEA ;

142



I Unit 12 Agency 12 I

Part 1 Roles of Agency
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Q Listen to the following passage and fill in the blanks with the words you
hear.

Agency is a means frequently used in international trade. When a company seeks to
_ 1 its market, it often resorts to the help of agents, who will be employed to represent the
company and sell its __ 2 in an area, too distant to be effectively covered by the company
itself. Another important reason for _ 3 a foreign agent is his knowledge of local _ 4  and
of the market in which he will __ 5 . He knows what goods are best __ 6 to his area and
what prices the market will __7 . In developing foreign trade, agents often play a very
important role.

Before reaching an _ 8  for agency, the company should make sure whether the firm or
person to be appointed has _ 9 means to develop the trade and whether the firm or person
has reliable 10 in the designated area. And when appointing an agency, the company
should specify its nature and duties in the contract.

G Listen to the dialogue and complete the following statements.

1. Mr. Green thinks it’s time for Mr. Wang’s business to

in Chicago.
2. What have interested Mr. Green are the wide range of the products and the

3. At the beginning of the conversation, Mr. Wang thanks Mr. Green for

4. Before making a decision, Mr. Wang wants to know Mr. Green’s
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Part 2 Agency and Commission
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Dialogue 1 We’d Like to Be an Agent

Ms. Liu (L), the section chief of China National Import and Export Corporation, talks with Mr. Wang (W),

a Singaporean agent, about his request to be the sole agent for Chinese tea. Agreement is finally reached through

negotiation at Guangzhou Fair.

o
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Good morning, Mr. Wang. Welcome to Guangzhou Fair again!

Good morning, Ms. Liu! Thank you for your invitation.

We’ve been looking forward to your visit, too. Have you found anything interesting in our
catalogue?

Yes. I think some of the items can be placed in our market.

I’'m glad to hear that.

We're very interested in your tea and would like to be the sole agent for your tea in our country.
What’s your idea, may I ask?

Well, I know that you’ve been handling this article for several years, but ...

You know, we have very good connections with leading tea dealers in our country.

Sounds good to me. But Id like to know the total annual turnover you can fulfill.

To be on the safe side, I'd say 20,000 cases annually.

It sounds a bit conservative, doesn’t it?

Well, this figure has been carefully calculated and can be reasonably increased for the coming
year.

Anyway, it’s worth trying. Considering our pleasant cooperation in the past, we’ll give you a trial
period of six months. After that, we’ll see what else can be done.

Thank you, Ms. Liu.

Another thing, Mr. Wang. As our sole agent, you are not expected to handle the same or similar
products of other origins.

"That’s understood.

And you’ll give us a monthly market report, won’t you?

Certainly, we will.

O, it’s time for lunch. How about talking about the details this afternoon?

OK.
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Dialogue 2 Discussing the Commission

Mr. Lu (L), managing director of China Light Industrial Products Import and Export Corporation, wants
My Turner (1), a Canadian businessman, to be the agent for their products. They are discussing the annual order

and the commission.

L: As you might know, we want to have an agent to promote our products in Canada. How would
you like to accept this appointment yourself?

Why not? Let me assure you that if ’'m appointed, you’ll have nothing to worry about.

That sounds fine. Now what’s the annual order you can guarantee?

I’m afraid I'll not be able to guarantee anything, at least not to begin with.

What do you think of no less than $100,000 for a start?

$100, 000 for a start? OK, we’ll try to attain that target. But I needn’t mention that the price you

give us must be competitive.

o

Of course. Now let’s discuss the amount of commission. We usually give 5% commission to our
agents in this line.

T: I feel 5% is really out of the question. You know we’ll spend a lot of money in advertising your
products. 5% commission won’t leave us much.

We’ll bear about 80% of the advertising expenses. How’s that?

That’s reasonable. I'll assure you that we’ll go all out into this business.

Thank you. I’d like a market report every month on current market conditions and customers’
comments.

T: T’ll make sure you have them.

o

Very good. How about signing the agency agreement this afternoon?
T: All right. Thank you. See you this afternoon.

Q Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following sentences with the information you get

from the dialogue.

Mr. Wang is interested in Ms. Liu’s tea and wants to be

Mr. Wang says he has very good connections with

Ms. Liu wants to know

Mr. Wang is finally given

[ T S U R S

Ms. Liu expects Mr. Wang not to

Q Listen to Dialogue 2 without referring to your book. Practise it with your
partner and answer the following questions.

1. Mr. Lu wanted Mr. Turner to accept the appointment. How did Mr. Turner respond to
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Mr. Lu’s offer?
What did Mr. Turner think of an annual order of no less than $100,000 for a start?
What'’s Mr. Turner’s opinion of 5% commission?

How did they finally reach an agreement?
What did Mr. Wang expect Mr. Turner to do?

Work in pairs and take turns to start the dialogue with the following sentences.

Situation:

You are Mr. Wang, the sales manager from CHN Company, meeting Mr. Miller, a

businessman who wants to act as the sole agent for CHN Company’s products.

D A ol

,_.
e

11.
12.
13.
14.
15.
16.

We’re very much interested in your products and would like to be the sales agent for the
products in our country. What’s your idea, may I ask?

Do you mean to say you refuse us the agency?

Have you any particular advantages for acting as our agent?

Would you mind giving me some idea of your plan for promoting our products?

What do you think is the annual turnover you can guarantee?

On what commission are you prepared to work for us?

You’ll give us a monthly market report, won’t you?

When do you expect to sign the agency agreement?

We’re sure we can do better if you appoint us as your sole agent.

We have very good connections with potential customers, and we have wide and varied
experience in this line.

We think the annual sale of 5,000 sets by a sole agent in Canada is rather conservative.
Our usual practice is 5%. Our agents in other areas usually get a 3%~5% commission.

I feel 5% is really out of the question. 5% would be impossible for us.

Well, if you put this way, we’ll have to comply. (e R RiX 23, ZANAFRAET! )

We’re prepared to give you a trial period of six months.

We'll consider your suggestion (proposal).
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Part3 R udimentary Knowledge
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“Principal to Agent” Relationship

Alexandra  (A), an American student majoring in economics, is now discussing the relationship between a

principal and an agent with Bob (B), a businessman who wants to develop his career in China.

B: Ihope thatI can sign an agency agreement with CHN at an early date.

A:  Assuming that you have an agency agreement in China, is the relationship different?

B: Yes. In an agency agreement, the owner of the goods authorizes an individual or a firm to be his
agent. The agent does business on behalf of the owner of the goods.

A: So, it’s a “principal to agent” relationship.

B: You are right. The owner of the goods is the principal. The agent operates with the principal’s
funds and sells goods for him, but is not responsible for the losses or the profits of the operation.

A: Sounds like an easy job.

B: You are kidding. Every agent will do his best to maximize sales for his principal because he lives
on commission, which is usually a percentage of the sales he makes.

A: The more sales he makes, the more commission he will get.

B: That’s right.

A: In the US, there are basically three types of agents: commission agents (114 4X.2Z), exclusive
agents (J& Z4X3Z) and general agents (%AX22).

B: It’s the same in China. A commission agent is not exclusive. The principal can appoint one or
several commission agents in the same area at the same time.

A: After the agents are appointed, can the principal sell directly to the buyers in the same area
without the involvement of the agent?

B: He can, and if this is the case, the agent will get no commission.

A: The poor agent!

B: Once the principal is familiar with an agent and is convinced of the agent’s strength, he may
appoint the latter as the exclusive agent for a certain area. In an exclusive agency agreement, only
one agent can be appointed in the same area at the same time.

A: So the agent enjoys exclusive right.

B: Right. Direct sales by the principal are still allowed, but the principal has to pay the agent
commission no matter who sells the goods unless otherwise stipulated.

A: That’s fair; because in such an agreement, the agent is not allowed to sell goods made by the

rincipal’s competitors.
p p p
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B: That’s right. The third type of agents is the general agent. A general agent represents the
principal in a bigger area and is given more authorization. He can also appoint agents working
under him and share their commissions.

A: Well, it seems that there’s little difference between China and the States as long as agency is
concerned. Right?

B: Yes. China and the States do have a lot in common here. As China opens her door wider to the

world, more international norms will be adopted in her relations with other countries.

An Import Agent & a Forwarding Agent

An agent is a company (or a person) acting on behalf of or representing another company. There
is a lot of documentation (paperwork) involved in arranging the transportation of exported goods. An
agent who handles the documentation and transportation of exported goods is called an import agent or
a forwarding agent. The forwarding agent arranges the transportation of the goods from the factory or
warehouse to the quay or to the airport. Goods are sometimes stored in a warehouse until they are sent
(or dispatched) to the buyer. When they arrive in the importing country, they may then be stored in a
warehouse until the buyer has paid for them. The warehouse charges are called storage costs.

The import agent is responsible for arranging the dispatch of the goods from their point of arrival
in the importing country (the quay or the airport) to the
buyer and for arranging the documentation. The main
documents involved in exporting goods are the Bill of
Lading (if the goods are shipped) or Air Waybill (if the
goods are dispatched by air), the customs declaration
form, the insurance certificate and sometimes a certificate
of origin. The Bill of Lading has three main functions:

(1) it is a receipt for the goods signed by the shipping
company; (2) it is a contract between the shipping
company and the forwarding agent; and (3) it is the title
document which proves ownership of the goods. The
contract between the forwarding agent and the airline
is called the Air Waybill. The form that shows the value
of the goods for taxation purposes is called the customs
declaration form. The document that proves where the
goods were originally sent from is called the certificate of
origin.

Before an import agent agrees to represent an

exporting company, he must be sure that the company can
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guarantee continuous production, that they can maintain high quality, that they can provide an adequate
supply of spare parts and that they will keep delivery dates. In other words, when a company guarantees
continuous production, it promises that production will not stop; its products will always be good (the
company must maintain high quality); if any of the goods need replacement parts, the company will be
able to supply enough spare parts; and the company will deliver the goods when needed (they must
keep delivery dates).

1. commission {fi%&: A fee or percentage allowed to a sales representative or an agent for
services rendered.

2. Bill of Lading (abbr. B/L) #2%85: A document issued by a carrier to a shipper, listing and
acknowledging receipt of goods for transport and specifying terms of delivery.

0 Read Text 1 and discuss the following questions in class.

1. What is meant by a “principal to agent” relationship?
2. Why will every agent do his best to maximize sales for his principal?
3. What are the three types of agents in the US? And what’s the difference between them?

0 Read Text 2 and choose the best answer to each of the following questions.

1. An agentis
A a company to play games with
B aperson performing a part in a play
C a person or a company representing another company
2. An import agent or a forwarding agent is to handle
A the transportation of exported goods in a warehouse
B the documentation and transportation of exported goods
C the documentation from the factory
3. The certificate of origin refers to
A the document that proves where the goods were originally sent from
B the document that shows the value of the goods
C the document that is called Air Waybill
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Q Work with your partner. One writes a letter of asking for agency, and the
other is supposed to write a reply. And you may find the given useful

expressions are of great help.

Asking for Agency

Dear Sirs,

I have a well-developed sales organization in Tanzania and I am represented by a
large staff in various parts of the country. From their reports, it seems clear that there is a
good demand for nylon textiles. As I believe you are not directly represented in Tanzania, I
am writing to offer my services as commission agent.

I have numerous connections throughout the country and there are good prospects
of a very profitable market for your manufactures. Provided satisfactory terms could be
arranged, I would be prepared to guarantee payment of all amounts due on orders placed
through me.

You will naturally wish to have information about me and for this I refer you to
the Barminster Bank, Dar es Salaam and to Electrical Household Appliances Ltd.,
Birmingham, with whom I have held the sole agency in Tanzania for the past five years.

I hope to hear favorably from you and feel sure that we could come to a satisfactory

arrangement as to terms.

Yours faithfully,

A Reply

Dear Sir,

We thank you for your letter of July 10th.

After paying due consideration to your proposal and investigation into your business
standing, we have decided to appoint you as our sole agent for the sale of Golden Brand
Bicycles in the district you defined.
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We are enclosing a draft agreement. Please go it over and let us have your comments
by return. We assure you of our full cooperation.

Truly yours,

Useful Expressions:

Applying to be an agent

1. We write to act as your agent for the sale of your products in China.

2. If, as we believe, you are not directly represented in our area, we are very interested in acting as
your sole agent.

3. Ours is a reliable firm with wide and varied experience in this line.

4. We attended the recently held International Photographic Exhibition in Cairo and we were
impressed by the high quality, attractive design and reasonable prices of your cameras.

5. If we are appointed as your agent, we can assure you we will spare no effort to push the sale of

your product.

Appointing an agent

1. Thank you for your proposal on May 12, offering your services as an agent for our product.

2. In consideration of your extensive experience in this field, we are glad to appoint you as our
sole agent.

3. Enquires we have made suggest that your firm is the right one to do this and we have the
pleasure in offering you a sole agent.

4. If you decide to accept our offer, please state the terms on which you would be willing to
represent us.

5. Looking forward to prosperous business relationship.

Rejecting the application to be an agent

1. We regret to inform you that we made our decision prior to receiving your proposal.

2. We’re not prepared to take the agency into consideration for the time being.

3. We have to decline your proposal of acting as our sole agent.

4. We shall keep your name and address, however, so that we may call upon you when our activity
becomes more extensive.

5. Thank you again for your proposal and hope a friendly business relation between us will be
possible in the future.
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Translate the following passage into English.

REZEAGRTHPRAGR L FRZ—, ATV Kb, 50— LA RHRiLE
FUHEPESRELZ. REBEF TR fo— IR A ZH R I TR RGEF] . K
R RIEZE &, IFFRKIBAR 0 ARA

Please compose a dialogue according to the following situations.

Scene One

1. Mr. White, a representative from M.H. Tools Company (a well-known hand-tools
distributor in Thailand), met Mr. Yang, from Shandong Machinery Import & Export
Corporation at the Guangzhou Autumn Fair.

2. Mr. White expressed their desire to be SDMIEC’ sole agent for hand-tools in Thailand.

3. Mr. Yang thanked Mr. White for his offer, and asked him some questions, for example,
about their advantages, their plans for promoting the products, etc.

4. Mr. Yang asked Mr. White to write an account of their business activities for him, and

promised to take their application into consideration.

Scene Two

1. Mr. Yang called Mr. White, telling him that SDMIEC would like to offer him the agency
after reading the account of their activities.

2. Mr. White was very happy and promised that they would do their best.

3. Mr. Yang asked Mr. White on what terms he wanted to accept the agency. They discussed
about the commission, the initial expenses in advertising, etc.

4. Mr. Yang asked Mr. White to come next week to discuss a draft contract with him.

Read the passage and decide whether the attached statements are true (T)
or false (F).

In exporting, as in many things, there is no substitute for experience. As you put into
practice the export steps, they will become more familiar, more comfortable, and easier to
use in an effective way. Your confidence, too, should grow in proportion with your exporting
proficiency (3% ; #%). However, since experience also includes knowledge gained from
mistakes, the following common mistakes and pitfalls ($#2F%, %i%) offer you a chance to
profit from errors.

1. Insufficient commitments (7Ki%; 4&iE) by top management to overcome the initial
difficulties and financial requirements of exporting. Although the early delays and costs
involved in exporting may seem difficult to justify compared with your established domestic
trade, you should take a long-range view of this process and plan to shepherd (i 4f; 4%

<) your international marketing efforts through these early difficulties. If you lay a good
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foundation for your export business, the benefits derived should eventually outweigh your
investment.

2. Insufficient care in selecting overseas agents or distributors. The selection of each
foreign distributor is crucial. The complications involved in overseas communications and
transportation require international agents or distributors to act with greater independence
than their domestic counterparts. Also, since a new exporter’s history, trademarks, and
reputation are usually unknown in the foreign market, your foreign customers may buy on the
strength of your distributor’s reputation. Therefore, you should conduct a personal evaluation
of the personnel handling your account, the distributor’s facilities, and the management
methods employed.

3. Chasing orders from around the world instead of establishing a basis for a profitable
operations and orderly growth. New exporters should concentrate their efforts in one or
two geographical areas until there is sufficient business to support a company representative.
Then, when this initial core area has expanded, you can move into the next selected
geographical area.

4. Neglecting export business when the domestic market booms. Too many companies
turn to exporting when business falls off in the home market. When domestic business starts
to boom again, they tend to neglect their export trade or relegate (34 ; JaN; BKR) it
to a secondary place. Such neglect can seriously harm the business and motivation of their
overseas representatives.

5. Failure to treat international distributors on an equal basis with domestic counterparts.
Often companies carry out institutional advertising campaigns, special discount offers, sales
incentives (i ; #/h) program, special credit-term programs, etc. within home market, but
fail to make similar assistance available to their international distributors. This is a mistake
that can destroy the vitality (/& 77; 44 71) of your overseas marketing efforts.

6. Unwillingness to modify products to meet regulations or cultural preferences of other
countries. Local safety and security codes (3% 3¢ ; %#), as well as import restrictions, cannot
be ignored by foreign distributors. If necessary modifications are not made at the factory, the

distributor must make them — usually at greater costs and, perhaps, not as well.

1. This essay is written mainly for those new-to-export firms.

2. The author’s purpose of writing this essay is to help exporters learn from mistakes.

(UN)

In the author’s opinion, a businessman will encounter more difficulties and
financial problems in exporting than in domestic trade.

Selecting a good overseas agent is very important for the success of your business.
Trying to get as many orders as possible is a good strategy for a new exporter.
Exporting will in turn help the growth of the domestic market of a company.

New-to-export firms usually fail to treat each of their foreign distributors equally.

® N B

When exporting, the foreign cultures and regulations cannot be ignored.
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G Merry Corner

It took several weeks to convince my boss that a cellular phone would be valuable to
my work as an insurance agent. Soon after, we were traveling together in my car when the
phone rang.

I answered, eager to demonstrate this too in action. “Hello, this is Curt Olsen. May 1
help you? Yes. Okay. I would recommend five. Okay, sounds good. Good-bye.”

“Well, Curt,” said my boss, looking impressed, “did you close another big deal?”

“No,” I sheepishly admitted. “My son wanted to know how many eggs to use for
French toast.”
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amicable 2. Z4F65; L#EZEH

bale n. X &; Ki@

binding 4. F 25 % /144
certificate n. it (3] ) P

compensate v. 54z

convey v. 15k, #ik

destination n. B 453

distressed 4. XEit#y; JHEH

electroplate v. ¥4

engage v. A 1; T4

excessive 4. it 509 ;

identical 2. &4 48

W
9

1. Different kinds of claims
2. Basic principles for lodging a claim
3. DBasic principles for settling a claim

4. Documents needed to file a claim

inferior 4. % Ji49; £
moisture z. #%
provision n. HLE ; 4
ramie 7. 2k

restraint n. %.4); %k

surveyor 7. ¥ ¥ i}

at random #[EL¥., AL
be obligated to (do sth.) A 4% / U5k F
call it a deal 5% 3

rust spots %5 %
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Q Listen to the recording and complete the table below.

1. Order number

2. Claim

3. Reason (s) for delay

4. Solution

9 Listen to the passage and fill in the chart with the information you get from
the recording.

. The wrong goods __1

. The quality may have been found unsatisfactory.

. The shipment may have been found _ 2, short, missing,
or late.

. The prices charged may be excessive or _ 3

. The buyer __ 4  with the goods as an excuse to escape

from contract.

Possible Reasons
for Claims

. Investigate the problem __ 5  and settle the problem as
soon as possible.

Ve [ YA a8/ b, Handle claims with the principle of “on the first ground, to
our advantage and with restraint” and settle them amicably
to the satisfaction of all parties concerned.

156



Unit 13 Claims &2 INNNNEGE

Part 2 Making Claims
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Dialogue 1 A Claim for Inferior Quality

Mr. Smith (S), from B & S Machinery Import & Export Corporation, talks with Mr. Wang (W), an
import agent about the payment of the last transaction of machine tools. With My Smith’s cooperation, Mr. Wang
finally gets a satisfactory solution of the problem of inferior quality.

S: Hello, Mr. Wang. It’s nice to see you again.
W: Hello, Mr. Smith. Glad to see you.

S: Mr. Wang, I come here for the payment of the last transaction of machine tools. The goods
reached your port of destination about two months ago. But we haven’t collected the payment
because your bank has refused to pay us. May I know the reason?

W: We have already informed you of the problem, Mr. Smith. The last consignment of goods is very
disappointing though the previous transactions between us have been quite satisfactory. It was
found that there are rust spots on them and the delivery is not up to your usual standard.

®

Do you have any proofs?

W:  Yes, of course. A close inspection and a careful test by Shanghai Import & Export Commodity
Inspection Bureau indicated that some of the machine tools are rusted. Here’s a copy of the
inspection certificate.

S: It’s impossible. In fact, our manufacturers always pay special attention to the quality of their
products, and we have never received any complaint at all. I wonder whether the rust stains are
due to careless transportation.

W: I don’t think so. Our experts are of the opinion that the machine tools were not electroplated
properly. So it’s clear that this time your manufacturers have failed to come up to their standard.

S: Well, I’d ask our manufacturers to look into this matter. I'll let you know the result as early as
possible.

The next day

W: Hello, Mr. Smith. Any news from your manufacturers about the machine tools?

S:  Our manufacturers were really distressed to learn that some of the machine tools had caused you

so much inconvenience. They asked me to convey their sincere apologies to you and promised to
replace these machine tools by new ones.

W: Thank you very much for your efforts to help make such a satisfactory solution.

e

I do hope this minor incident will not affect our business in future.
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Dialogue 2 A Claim for Shortage

A Fapanese company bought 1,000 M/T of ramie from a Chinese company. After the material arrived, the

inspection revealed that the total weight was only 950 M/T. The Japanese side raised a claim against the Chinese

company. Mr. Song (S), the sales manager of the Chinese company, happens to be in fapan for an exhibition. He

is now talking with the Japanese manager M. Tanaka (1) to settle the claim.

158

Nice to meet you again, Mr. Tanaka. How are you?

Fine, thanks. Welcome to Japan.

I’'m here to settle the claim for the ramie.

Have you seen the shortage claim from our company?

Yes, I have. We’re surprised to know that the weight is so short.

We had the material inspected immediately when the goods arrived, and a shortage of 50 M/T
was found. Here is the surveyor’s certificate.

Well, I'd like to point out that the goods were weighted before the shipment. I've brought with
me the certificate from the China Commodity Inspection Bureau. The package number and
quantity are identical with each other.

As I see, the problem might come from those bales which were not sampled. I believe the
material of those bales was not as dry as required by the contract before shipment.

10% of the whole consignment was sampled at random and inspected by the China Commodity
Inspection Bureau. This is done in accordance with the contract. The inspection is reliable and
the certificate is binding upon both parties.

The inspection by our surveyor was also carried out according to the provision of the contract. A
shortage of 50 M/T is a big loss for us.

It might be caused by moisture loss on the way, and thus a natural loss occurred.

It’s clearly stated in the contract that the maximum allowance for natural loss is 2%. But now the
actual loss is 5%.

So what’s your idea of settling the claim?

In my opinion, you should compensate us by 3%, plus the inspection fee.

That’s too harsh. We cannot accept it. It’s normal to have different results by different surveyors.
If you stick to your original point of view, maybe we have to engage a third surveyor.

As you know, we are in urgent need of the material. We hope the claim can be resolved as quickly
as possible. So how about 2% compensation and you pay for the inspection charges?

All right, we accept it.

Let’s call it a deal. Thank you for coming and settling the claim so quickly.
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Q Listen to Dialogue 1 without referring to your book. Practise it with your
partner and complete the following table with the information you get from

the dialogue.

9 Listen to Dialogue 2 without referring to your book. Practise it with your
partner and judge whether the following statements are true (T) or false (F).

. Mr. Song had had no idea of the claim before he came to Japan.
. It’s clear that only a certain part of the goods were sampled before the shipment.

1
2
3. Mr. Song didn’t follow the contract as far as the inspection was concerned.
4. Mr. Song didn’t think Mr. Tanaka’s requirement is fair.

5

. Finally they agreed on 2% compensation, and Mr. Tanaka would pay the
inspection fee.

G Work in pairs and make a dialogue with the help of the given expressions
below.

Filing a Claim:

Nk D

We are making a claim for ...

It was found that ...

The delivery is not up to your usual standard.

A close inspection and a careful test by ... indicates that ...

Here’s a survey report issued by ...

It’s clear that this time your manufacturers have failed to come up to their standard.

I hope you will give us a satisfactory answer.

Settling a Claim:

1.

We’re surprised to know that ...

2. Do you have any proofs?
3.
4. Well, Id ask our manufacturers to look into this matter. I'll let you know the result as early

We have never received any complaint at all.

as possible.
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5. I’'m sorry to have caused you so much inconvenience.
6. So what’s your idea of settling the claim?

7. I'd like to convey my sincere apologies to you and I promise to ...

Part3 R udimentary Knowledge
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Claims
Minimizing Claims

Many claims could easily be avoided with more emphasis on quality control and proper care
when first planning the overseas shipment. Another major factor is proper packaging of the product
and intelligent loading plans for containers. Many pallets (4 % 42) are not strapped well enough to
withstand (7&K %) the rolling motion of ocean shipments or the movement of the container from truck to
vessel to truck. Even the best strapped pallets need to be properly braced (3 #%) in the container itself to
avoid titling (# 4%).

Avoiding claims is crucial for the exporter not only because of the merchandise sales loss and
administrative and legal costs of a claim, but also because of the greater, long-run potential loss of
importer/customer satisfaction and good will. Even without blaming the exporter, many an importer
has decided that it is simply too much trouble to import that particular product because of the high
loss ratio (}t#). The importer’s customers will be unhappy and the importer may have expensive
administrative and possibly legal costs to settle the claim. The exporter faces similar problems, but the
worst is disinterest from the customer in future imports of the product, on which the exporter has spent

a good deal of travel and time to develop in the first place.

Lodging of Claims (32 H &)
Knowledge of marine insurance is incomplete unless the system of lodging claims is known. The
basic principle for lodging a claim is:
(1) Make timely reports — that is, as soon as possible following arrival! Write a notice of claim
(& Weid %) letter to the carrier involved and to the insurer to give all parties concerned an
opportunity to inspect the cargo.
(2) Obtain certificates from all of them which will help in sustaining (A7) the claim for losses. As
soon as the extent of the damage is determined, present a formal claim to the appropriate party.

Many times the forwarder will take care of these details; however, since your money is at stake
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(BEEKF; E/EET),itis best to work closely with the forwarder when preparing the actual
report of loss or damage.

The documents, which need to be sent when filing a claim, include:

(1) Original policy, certificate of insurance;

(2) Set of Bill of Lading (% £ 4% 3£ );

(3) Packing list, weight note or Independent Inspectors Quality/Quality Certificate;

(4) Surveyor’s report (%2 4) certifying extent of loss;

(5) Copies of correspondence with carriers on losses and their replies thereon. In fact, it is a
prudent practice to first claim the carrier and then pass the papers to the insurance company
for handling;

(6) Copies of customs Landing Certificate (%] #E $), outturn report (¥4 30 & i £);

(7) Calculation sheet showing how the claim value has been arrived at.

The best way to deal with claims is to do all possible to
avoid having them in the first place. When claims do occur,
speed and thoroughness in reporting them to all parties
involved, and settling them as expeditiously (iik 3 as
possible is essential. As soon as possible calculate the dollar
figure of the total claim value so that everyone is aware of
the extent of the damage or problem. And just as with your
personal automobile insurance, it might be beneficial in the
long run to settle some nuisance claims without involving
all sellers’ rights or involving the insurance company, just to

keep clean record and a satisfied customer.

To verify a claim overseas, someone must be involved
who can be trusted to examine the goods abroad, or certain percentage rules for sampling must be
established. Also remember that at least in some countries, quality standards are as high or higher than
yours. The best example of this is Japan, whose consumers are the fussiest in the world, and among the
most pampered (k%) by their retailers and suppliers.

In view of these considerations, the cooperation of the overseas importer in dealing with claims of
all kinds is of vital importance, especially if it is not practical for the exporter to be on hand to assess the
damage or validity of the claim, arrange for surveys, inspections or repairs, properly store and handle

the undamaged goods, and salvage (‘& #; 47#5) whatever possible of the claimed merchandise.

Read the text and discuss the following questions in class.
1. Why is it important for the exporter to avoid claims?
2. What is the basic principle for lodging a claim?
3. Canyou list the documents needed when filing a claim?
4

What should the buyer pay attention to when verifying a claim overseas?
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Q 1. The following letter is a letter of complaint. The first line and the last line
are correct, but the other lines are in wrong order. Write out the letter in

correct order and then use the correct format for a letter of complaint.

We have just received our order No.5934 for
Unfortunately the packing in the crate was

In the meantime, we have also received your
obviously inadequate as 19 of the GM79s were
will be happy to pay it. Otherwise we will

send us replacement parts as soon as possible.
damaged. We should be grateful if you would
parts we have received in working order, we
broken and 10 of the GM95s were irreparably
would like to send an amendment invoice for the
pay this invoice as soon as we receive the
invoice for this order (no. 0067). If you
moped spare parts (40xGM79, 60xGM95).
tull order.

2. All businesses face customer complaints at one time or another. Some of
these complaints are justifiable, and some are simply outrageous. Without
performing a full investigation, your company cannot know whether
a complaint is legitimate or not. Therefore, every complaint must be
researched thoroughly before you reach a conclusion about the situation.
This process may take time; hence, sending a letter to an upset customer
is an ideal way to inform him or her that you received the complaint and

you are investigating the situation.

Dear

Thank you for taking time to contact (company name) to explain the
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issues that have occurred recently. We regret any inconvenience you have experienced, and
we assure you that we are anxious to retain you as a satisfied customer.

Our Customer Satisfaction Team is reviewing the information you sent us and
conducting a full investigation in order to resolve this matter fairly.

If you need further assistance, you may contact us at (phone, e-mail
address, and physical address).

At the conclusion of our investigation, we will contact you about our findings. Thank
you for giving us the opportunity to assist you.

Sincerely,

e Translate the following passage into Chinese.

Conclusion of a business deal marks the beginning of performing a contract by both
parties. In the process, claims regarding quality, quantity or weight are common occurrence.
The goods may have been damaged or lost en route (f£i& ) or at transhipping points or
ports of destination — anything unfortunate may happen to the goods before the buyer
receives them. In this case, the buyer should first of all find a public surveyor to ascertain the
extent of damage and/or loss since in any event an authenticated (£27E 52 #9) document is
indispensable (R 7T #& ') #9) in filing a claim.

G On the phone, Mr. Clive (from Clean & Clean Company) claims for improper
packing and late delivery upon Mr. Hu, (manager of Quick & Quick

Company). The situation is given below. Please compose a dialogue in pairs.

1. Mr. Clive placed two orders one and a half months ago. He received Order No. 113
last week, only to find 5% of the cases were found broken. He has the inspection
certificate issued by the CCIB to prove the breakage is due to improper packing. Mr.
Hu asks Mr. Clive to send the survey report to them and promises they will investigate
the packing conditions of the goods in their warehouse and solve the claim as soon as
possible.

2. Mr. Clive claims that they haven’t received the shipment of Order No. 114., Mr. Hu
contacts their manufacturers and then calls Mr. Clive, saying that they have to extend the
time for delivery. Mr. Clive is afraid that the delivery will cause him losses since the selling
season is coming. Mr. Hu agrees to pay for compensation for late delivery. At last, they

agree on 8% of the invoice value.
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164

Read the following passage and discuss the questions attached.

Claims and Adjustment

Business relations are largely a matter of contractual links between two parties — the
customer and the supplier. The customer is the buyer of goods or services, and the supplier,
the seller of goods or the provider of services. All contractual arrangements between them
must be mutually beneficial. The buyer must receive goods or services of the kind or quality
he anticipated while the seller must receive the price of the goods or payment for the services
reasonably and beneficially. Failure to achieve either of these aims will lead to complaints.

Some complaints are about the quantity delivered. Perhaps not enough goods were sent,
perhaps too many. And it is always a cause for complaint that the wrong goods were delivered.

In the complaint about inferior quality, buyers often complain that the goods are not up
to standard. There may be a discrepancy (£5%; R—2X) between the samples and the goods
which actually arrived.

Often, there are complaints about poor packing, which can cause damage to the goods.

A complaint may be about a delay in shipment. Usually there is a penalty clause in the
contract to protect the buyer against loss from delay.

Usually, complaints about damage are the business of insurance companies. However, the
insurance company will not take responsibility if the damage is due to negligence of packer.

When there is a complaint that the wrong goods were sent, or too many, or too few,
then it is always necessary to check the packing list as well as the invoice. The agent must
investigate what has happened. The goods may still be at the port of loading. But the buyer
cannot wait for the agent’s report. He usually insists on the goods being replaced as soon as
possible.

Bad, inferior or inadequate packing may cause damage to goods in transit. The buyer
may accept damaged goods if the supplier offers a discount, but if the goods are badly
damaged, they may be unsalable and in this case the buyer will demand replacement.

If the delay is very long, the buyer may cancel the order, and there may be a great loss to
both the supplier and the buyer.

Letters in business correspondence should always be polite. Even if the subject of the
letter is serious or even acrimonious (X B %] # #9), the tone throughout the letter should
be courteous (& 4. %9).

On one hand, complaints should be made in a restrained (J2%1]4%) and tactful way so
that future business relationships are not jeopardized (5 #|#£3%). On the other hand, all
complaints should be treated as serious matters and thoroughly investigated. Replies to
complaints should be in dispute until you have full facts. Explain if possible the reasons for the
delay, damage, wrong consignment, bad packing or inferior quality. Finally, you should write

to the customer informing him that you are arranging replacement, price reductions or other



Unit 13 Claims &2 INNNNEGE

remedies, and assure the customer that similar mistakes will not happen in the future.

Group Discussion:

1.

[ N U UC I NS

What'’s the relationship between the buyer and the seller?

Why is a good business relationship beneficial to both parties?

List the different kinds of complaints mentioned in this passage.
What do you think should be the right attitude towards a complaint?
What should be the basic principle (s) of writing a business letter?

G Merry Corner

When I played with a symphony orchestra (& 7% /< FA), our union reached an

agreement with a major airline about which instruments we could carry on board, and
which had to be shipped as luggage. A cellist (X 3% %7% & %) was dismayed to find that his
delicate, expensive wood instrument had to be consigned to the rough handling and cold

temperatures of the baggage hold.

He neatly solved the problem. Cello (K42 %) in hand, he approached the flight

attendant at the gate and asked, “May I bring my clarinet (235 % ; %) on board?”

Scanning her list, she replied, “Clarinets are okay. Have a good trip,” and smiling, waved

him on.
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accuse v. 5, =4

administer v. #U47; F£#

appeal v. LiF

applicable 4. *TiE A&, 7T A #)
award 7. 3K €

compulsory 4. FRI8PERY; LI
conciliation #. 4 fi%

conciliator 7. ¥ f# i

entertain v. %, KK, BF
hearing n. JfiE4; Yrit; FF

intervention 7. /-
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litigation 7. 75

obligation n. 571%; L4
plaintiff n. /&%

reference n. 2%

regulate v. ¥L5E

reveal v. 7, B, F£HE
submit v. $% %

supervise v. WK, ¥, }HF
unilateral z. % 7 f84
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Settling Trade Disputes

Unit 14 Arbitration 10%; NI

-
-—
=
—_—— = =
e mm Em o e mm o =

Q Listen to the passage and fill in the blanks with the words you hear.

Disputes in international trade refer to a case in which one party of a business transaction

1 the other of not having fufilled its obligation in accordance with the _ 2

contract.

There are several ways of __ 3

of the

an international trade dispute. In general, the two

parties may either conduct direct consultation to solve the dispute or settle the dispute by

means of conciliation, arbitration and litigation. In general, most of the disputes are settled

in an 4

way when both parties realize thatitis _ 5

to both of them. Yet, if both

consultation and conciliation fail, the dispute will be submitted for arbitration.

G Listen to the dialogue and fill in the table with the information you get from

the recording.

Ways of Settling Trade

Disputes

Muain Features

Amicable Settlement

a. Commonly used.
b. Without outside __1

c.Afasterand _ 2 method.
d. Friendly business relations can be maintained.

Conciliation

a. A third party may be invited.

b. Opinions of the conciliator are only _ 3 and not compulsory.

Arbitration

a. A third party is needed.

b. The award of the arbitrationis __ 4 _and compulsory.

Litigation

a. The dispute is referred to the court.
b. The plaintiff may take unilateral action __5
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Part 2 Avoiding Arbitration
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Dialogue 1 I Hope There Are No Disputes at All

My: Anderson (A) is signing the business contract with his Chinese partner; Mr. Gu (G). Now they have

proceeded to the last item — how to settle a dispute. And My Anderson is asking My Gu about the arbitration

clauses in China.

Q0

168

0P 0

Almost everything has been talked over and agreed upon. What should we do next?

Well, let’s come to talk about arbitration, shall we?

OK.

First, I want to know more about the arbitration in China so that we can regulate the location for
arbitration.

All right. Anything particular you want to know?

Is the cost of arbitration in China very high?

I don’t think so. If you submit the dispute to arbitration, you only need to pay a reasonable
arbitration fee in advance according to the Arbitration Fee Schedule.

I'see. I've heard that CIETAC administers arbitration cases in China; is that right?

Yes. CIETAC arranges and supervises the procedures for each arbitration case. At the hearing,
the arbitration committee will ask questions and try to get as much information regarding the
facts of the case as possible. Each party presents fully their positions and evidence concerning the
case. Then the arbitrators will analyze the case according to the applicable legal principles. After
the analysis, a final decision and award will be made by majority votes, and reasons are given for
the decision. The award is final and no appeal is permitted.

What if one party doesn’t follow the decision and award?

If things like that happen, the People’s Court in China can enforce it at the request of the other
party. But usually disputes are settled by friendly negotiation between the two parties.

I also hope that disputes can be settled through amicable discussions. I think we’d better not
regulate the location for arbitration, and the arbitral organization now. We may discuss to agree
upon a temporary arbitral body when needed.

I agree. I hope there are no disputes at all.
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Dialogue 2 Resorting to Arbitration

Mr. Lee (L), director of Universal Industry Co., Ltd., and Myr. Wang (W), Manager of East Import &
Export Corp., can’t reach an agreement on the settlement of the damage of the shipment. Finally, Mr. Wang

decided to resort to arbitration.

W: DI’'m calling to find out your settlement of our claim.

L: Well, we are still of the opinion that the damage was caused by rough handling when the goods
were being loaded at the dock. The claim should be referred to the ship owners. We regret we
can’t entertain your request.

W: D’'m afraid that we can’t withdraw our claim. The investigation made by our experts has revealed
that the damage was mainly due to the inferior quality of the goods.

L: Well, we’ve had a further consultation with our manufacturers. They thought the quality of the
goods was in conformity with the contract stipulation. So we consider it difficult to file a claim
against the manufacturers.

W: As you know, this delay of settlement has caused us a great damage. And it will also affect your
reputation. You’d better give it a prompt attention.

L: I'm very sorry to have caused you some inconvenience with this shipment, but we’re not liable
for the damage.

W: Then maybe we have to submit this case to arbitration.

Q Listen to Dialogue 1 without referring to your book. Complete the following
table with the information you get from the dialogue, and then practice the

dialogue with your partner with the help of the information in the table.

Arbitration in China

. Reasonable.
. The arbitration fee should be paid __ 1 according to the Arbitration
Fee Schedule.

. At the hearing, the committee will __ 2 and try to get information
The Procedures and each party will present fully their positions and evidence.
of Arbitration . The arbitrator will __ 3 according to the applicable legal principles.

. After the analysis,a _ 4  will be made by majority votes.

. Final.
The Award . If one party doesn’t follow the decision and award, the People’s Court
in China can reforce it at the requestof _ 5 .
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G Listen to Dialogue 2 without referring to your book. Practise it with your
partner. Notice how the boxed words and phrases are used in the dialogue

and learn the sentences by heart.

refer entertain withdraw prompt
liable submit have consultation with in conformity with
1. The claim should be referred to the ship owners.
2. We regret we can’t entertain your request.
3. I'm afraid that we can’t withdraw our claim.
4. We've had a further consultation with our manufacturers.
5. They thought the quality of the goods was in conformity with the contract stipulation.
6. Since it will also affect your reputation, you’d better give it a prompt attention.
7. I'm very sorry to have caused you some inconvenience with this shipment, but we’re not

liable for the damage.
8. Then maybe we have to submit this case to arbitration.

Pare3 R udimentary Knowledge
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Arbitration Clauses in a Contract

In exporting, it is necessary to make the risks of a transaction clear-cut (4 5z &9 64 ; # W7 69)
and stipulate both parties’ responsibility. In practice, if it requires a complete contractual (3% #9)
agreement, it is a good idea to pay particular attention to every aspect of a transaction so as to minimize
possible problems arising from potential risks.

One good reason for a written contract or agreement is that this is the best opportunity to spell out
(#t7# #) the use of arbitration in the event of a dispute. Controversies ($£) are not necessarily more
likely in international trade than in domestic transactions, but they are usually more difficult to resolve.
Gaining jurisdiction (3] 3%AX; ‘& 4EM) over a foreign party for the purpose of litigation is costly and
time-consuming, and court judgments can prove difficult to execute (#.47). Furthermore, it is desirable
to resolve the dispute in the friendliest and least expensive manner while overcoming the natural

barriers created by differences in language, culture, and varying court procedures.
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For these reasons, most international contracts call for (&K ; #213) settlement by arbitration.
This is usually less expensive in the long run, as well as more efficient and practical. Arbitration is also
more likely to be impartial (R4%4249) in terms of nationalities if a three-person arbitration panel («)*
#8) includes one neutral nationality (*f = ). Many buyers are quite satisfied to have arbitration in their
own countries while others will insist it be in a neutral country. Whichever country is chosen, it should
conform to (i 57) the applicable law of the contract.

The choice of which country to choose should be influenced by the choice of the international
arbitration organization. Their fees for administration and arbitration should be considered when
making this choice.

When drawing a contract, the arbitration clauses are very important because, if advance thought
(FF s & LR L) has been given to the arbitration organization and the country in which the
arbitration is to take place, the arbitration rules can be covered more or less by reference (4 &) to that
organization’s standard.

Experts recommended using the clause exactly as stated to avoid further arguments about the scope
and meaning of the clause that can come into question (#71#) by the arbitrators once any change is

made.
Read the following statements and judge whether they are true (T) or false (F).

1. A clear and complete contract can help prevent the possible trade dispute from
happening.

2. Compared with domestic transaction, international trade disputes are always less
likely to happen but harder to settle.

3. Differences in language, culture, and varying court procedures will add to the
difficulties in resolving a dispute.

4. You can choose to have the arbitration held either in your own country or in a third
country.

5. Arbitration fees and rules can be different from country to country.
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Part 4 Add:tlonal Practlce
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Q Suppose the following letter is a reply to your letter of June 15th. In
accordance with the information in the given letter, write a letter of

complaint.

Dear Sirs,

We are surprised to note from your letter of the 15th June that you are not prepared to
consider our offer of a 15% discount to compensate you for the defects in the goods supplied in
execution of your order No. 99 of the 1st June.

Though we consider our offer adequate, and even generous, we are prepared to admit that
our views may not be justified by the fact. At the same time, we regard with disfavor your threat
to resort to litigation, and we suggest that the dispute could be settled just as effectively and far
more economically by arbitration.

We could recommend, on the grounds of economy, a joint arbitrator, but should you prefer
to have one appointed by each of us, and a third called in with a casting vote in the event of
disagreement, we should be prepared to fall in with your wishes.

Yours faithfully,

G Translate the following passage into English.

AP 3k B R R 5 F ey —F o K. &%lﬁﬁ% BB W RS, T YA
HAFP RS54 R . AR, L i, EERTY, KSRV TEIT A
%wﬁ%& AR B AR L, ﬂf%ﬁ%ﬂﬁu%$&%%&ﬂ%o%%Wﬁxm%&ﬂ

M, AR F —F MR I E——AP

G Compose dialogues according to the following situations.

Situation One

Mr. Moore has ordered 2,000 pieces of glass vases from Changsha. But on examination,
8% of them were founded broken. Mr. Moore insisted that the damage was due to improper
packing. Yet Mr. Lee, the manager of Changsha Glassware Company, thought it was not all
their fault, and he could only offer a 3% reduction on the consignments. Mr. Moore refused
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to accept the offer and threatened to submit the case to arbitration.

Situation Two
For consultation, Mr. Moore called his friend Mr. Wang, a businessman who has been
doing business in China for many years. On the phone, Mr. Wang tried to persuade Mr.

Moore to settle the dispute in a satisfactory way.

Read the following passage and answer the attached questions.

BAC: Qualified and Efficient
The Beijing Arbitration Commission (“BAC”) is a permanent (GK A 89, #H X #9)

organization that provides a forum for the efficient and impartial arbitration of disputes
associated with contractual and other property rights among citizens, legal persons and other
organizations.

The BAC was founded on September 28, 1995, following the passage of the Arbitration
Law of the People’s Republic of China.

The BAC headquarters (% <F) is a modern, first-class facility that includes hearing
rooms, arbitrators’ rest room, conference room, secretaries’ offices, reference room and legal
library. By utilizing a computerized case-management system, the BAC offers a high-quality
dispute resolution service.

In the past years, cases handled by the commission have increased steadily. They have
risen from just 7 in 1995 to 149 in 1996; from 168 in 1997 to 233 in 1998; and from 326
in 1999 to 1566 in 2010. These cases involve various economic disputes over construction
projects, real estate deals, finance, insurance, securities, futures, investment, patents, registered
trademarks, transfer of stock rights, joint ventures and international trade. The BAC accepts
both domestic and foreign-related economic disputes. The parties in such disputes may either
select their arbitrators from the BAC’s list of arbitrators or entrust (Z&4%) the Chairman of
the BAC to designate (455, #§/k) arbitrators to form the arbitration tribunal (% 22 H). On
average, it takes a period of 75 days from the establishment of a tribunal to the conclusion of
a case, and 97 days from the registration of a case to its conclusion. The commission ranks
high nationwide in the arbitration sector in terms of the quantity of registered cases and
settlements it deals with, and its high quality service.

Since China joined the WTO, the commission has taken measures to improve further its
service quality and efficiency in the light of international practice.

First, the commission revised its Arbitration Rule. This revision includes stipulations as
regards the disputing parties’ non-performance, or delayed performance of giving evidence. It
prescribes (#87+, #.E) that arbitrators perform their duty “justly, diligently and efficiently.”
According to the revised rule, the arbitrator signs a letter after being selected by the disputing
parties, or appointed by the commission director, declaring that he/she will at all times act
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independently and justly beyond doubt, and that he/she will handle the case conscientiously,
diligently and efficiently. These new stipulations are to ensure just arbitration proceedings,
and to improve efficiency.

Second, the commission revised its arbitrators’ rules and measures for appointment
of arbitrators, and drew up its stipulations to enhance management of the time limit on
arbitration. According to these stipulations, the commission will, when personal circumstances
affect proceedings, send notification (i 4r) to the arbitrators constraining (3%14) them to
prolong the hearing for a specific period of time. Any arbitrator that incurs (#& %) delay to a
specific number of hearings will not again be appointed. Arbitrators will be sacked (# &) for
using the law for purposes of personal gain, and in instances of severe dereliction of duty (%
3R). In order to enhance the professional level of arbitrators, the commission has formulated
its Arbitrators’ Case Handling Regulations, Criteria for Preparing Arbitration Awards, and
the Arbitrators’ Handbook. In addition, it keeps computer files on any particular arbitrator’s
performance as grounds for assessment. What’s more, the commission also promotes and
advocates professional discussion and research. For example, it establishes a training system
for new arbitrators and conducts a lot of activities such as debates and seminars (#fit4") for
the purposes of exchanging experiences and perfecting the arbitration system.

Third, the commission has been raising its level of office automation and improving
its management. Computers now document the registration and conclusion of all cases, and
hearing proceedings and commission panel discussions are simultaneously filed on computer. In
cases where a settlement agreement is reached through conciliation, the arbitration tribunal may
immediately make an award in accordance with the said agreement reached by two parties.

Fourth, in order to expand its international business and better serve its clients, the
commission also employs foreign experts, scholars, and professionals as arbitrators, and is
seeking cooperation with overseas arbitration agents. The commission has, moreover, added
English, French, Korean and Japanese pages to its web site, prepared bilingual brochures, and

intensified publicity among foreign enterprises.

Group Discussion:

Nk

When was the BAC founded?

Why do they say that the BAC headquarters is a modern, first-class facility?

How did the BAC revise its arbitration rule?

What's the purpose of the revision?

What will the commission do if an arbitrator delays the hearing?

How does the commission try to enhance the professional level of its arbitrators?

What has the commission been doing to raise its level of office automation and improve its
management?

What else is the commission going to do in order to expand its international business and

better serve its clients?
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G Merry Corner

A lawyer’s dog, running around town unleashed (K42 & 7 #9), heads for (AT4%) a
butcher shop and steals a roast. The butcher goes to the lawyer’s office and asks, “If a
dog running unleashed steals a piece of meat from my store, do I have a right to demand
payment for the meat from the dog’s owner?” The lawyer answers, “Absolutely.”

“Then you owe me $8.50. Your dog was loose and stole a roast from me today.”

The lawyer, without a word, writes the butcher a check for $8.50. The butcher, having
a feeling of satisfaction, leaves.

Three days later, the butcher finds a bill from the lawyer: $100 due for a consultation.
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Words & Expressions

accept v. &t

addendum ». M 3%, WAt
afloat z. B E A5 Loy, ZH0
bearv. &, &+

consignee n. WA, AT
consignment n. F %, iz
constitute v. ZL5%,, #&
corresponding 4. 48 5 9
discount 7. #74=, NI
dishonor 7. & v. 44+

draftn. iIC %

draw v. T &

drawee n. & ZA

drawer n. 7T ZA

facilitate v. feik, Aok
formality n. F %
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. The main commercial documents and
their functions

. The formats of some frequently used
documents

. The procedures of collecting payment
and the circulation of L/C

former n. 7] %

forwarding 4. # 4%

foul 2. 1L, FHH
franco a. 231 3% £ A8
function 7. Z 4k, 1ER
honour 7. & v. JtAT
hypothecation . 347, Jii7
identify v. %52, 75|
indispensable a. &R 44, LR
insufficiently ad. 7~ %3
latter n. &%

loco a. 3% &4 4

marine 4. #09, HiE
mark n. % 3k, A7
maturity 7. (Z#%% ) 2|4

measurement 7. X<, X/



negligence n. ZAL, /2
note v. £ (FEATICE)
package n. & v. 8L ; Kis
particular . 248 B , B
particular . 248 B , B
presentation n. ZIL, %t
protest v. i FLIE 4 E 4
quote v. 5| A, &Li%
receipt n. W

release v. I &1, #sk
symbolic a. F Ak

title 7. A&, KA
transferable 4. 7T #:ik#)
vessel 7. f5 2

warehouse 7. £

bill of change /L %
certificate of origin J7 /= . iE $5
clean/ unclaused B/ L /%532 %

commercial invoice & L X Z

—
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Unit 15 Commercial Documents &R G

confirming bank 1% 3£ 4% 47

custom clearance % % #2 ¢
document of title /X & 5% 4 Bf A ALY E4E
freight rate i& %

in question 3L P 89, Lk

in the presence of & --- & 4]

letter of hypothecation 7L 437 4
make up R4k

notary public N EA, /NE B

order B/ L #5742 ¢

performa invoice 7 X X &

preferred import status # 2t v /41§
received B/ L &2 {5342 %

revolving L/C #3143 f 4

shipped B/ L &% #s42 %

sight draft 27 41C %

straight B/ L 72 % 4% ¥

term draft & #1C %

the carrying vessel iz A% X

unclean/ foul/dirty / B/ L RiF &2 ¢

-
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Q Listen to the dialogue and judge whether the following statements are true (T) or false (F).

1. An invoice is a statement sent by the buyer to the seller giving particulars of the

goods being purchased , and showing the sum of money due.

2. Such information as quality, quantity, price, forwarding particulars, and terms of
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payment are contained in an invoice.

3. The most commonly used invoices are Franco and Loco invoices.

4. By C.LF invoice the price charged includes all the expenses of an F.O.B. invoice
plus freight and marine insurance.

5. Franco invoice is one in which the price charged includes only the cost of goods

at the warehouse of the seller.
9 Listen to the passage and fill in the blanks with the words that you hear.

International trade attaches so great importance to shipping documents that, to a certain degree,
it can be called trade of documents, or “symbolic” trade. This is because shipping documents
representthe 1 to the goods. What documents to be used and how to carefully and accurately
complete them deserve our adequate attention, and any slightest negligence in these documents
might 2 serious problems. As a rule, every contract of sale stipulates the kinds of shipping
documents required. Generally, the commercial invoice, 3 and insurance policy constitute the
_ 4 shipping documents in international trade. They are indispensable in almost every instance of

export and import__ 5 .

Part 2 Dialogues About Draft and Bill
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Dialogue 1 Talking on Bill of Lading

Mr. Carter (C), a captain of Canada Ocean Shipping Company, is discussing Bill of Lading with his new
colleague, Mr. Franks (F).

F: Would you mind telling me something about Bill of Lading?

C: Well, Bill of Lading is the most important shipping document. It is issued and signed by a
shipping company.

F: Whatare the contents of Bill of Lading?

C: A Bill of Lading is, first of all, a contract between the shipper and the shipping company;
secondly, a receipt for the consignment; and thirdly, a document of title.
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F: So it seems to me that a Bill of Lading, one of the most important shipping documents, serves
three functions: it is a receipt of the goods given to the shipper by shipping company; it is
evidence of the contract by the shipping company and the shipper; it is a document of title,
entitling the person named on it to claim the goods when they arrive at the port of destination.
By the way, does a Bill of Lading contain a full description of the consignment — numbers and
weights and marks of packages?

C: Yes. It contains a lot of other information as well. It quotes the name of the shipper and the
carrying vessel, the ports of shipment and destination, the freight rate, the name of the consignee,
and the date of shipment, which is very important from a contractual point of view.

F: It is said that Bill of Lading comes in many varieties. Could you give me a brief introduction
about classification of Bill of Lading?

C: Well, according to whether the goods are loaded or not, the Bill of Lading can be classified into
Shipped B/L and Received B/L. The former indicates that the goods have already been loaded on
board the carrying vessel bound for the port of destination; the latter is an evidence given by the
ship owner, merely confirming that the goods have been handed to the ship owner but have not
yet been actually loaded on board a particular ship. Therefore, it is just a receipt, not a document
of title to the goods.

F: Are both of them acceptable by banks for payment under a letter of credit?

C: According to general international trade practice, only shipped B/Ls are acceptable where
payment is arranged under a letter of credit.

F: Then what’s the difference between Clean and Unclean Bill of Lading?

C: When Bills of Lading state the goods “in apparent good order and condition” and this statement
is not modified by the ship owner, the Bill of Lading is called “clean” or “unclaused”. Such kind
of Bill is much favored by banks for financial settlement purpose; when a B/L bears remarks
unfavorable to the shipper, such as “insufficiently packed”, “wet by rain”, etc., it is called a “dirty”
or “foul” B/L, which is not acceptable to the banks for negotiation under a letter of credit.

F: How about Straight Bill and Order Bill?

C: On the basis of the fact whether the Bills of Lading can be transferable, the Bills of Lading can
be classified into Straight Bill and Order Bill. In a Straight Bill, the name of the consignee is
definitely written. This kind of B/L cannot be transferred because it has lost the function of
document of title to the goods. Ordinary banks are unwilling to advance the payment for it.

F: And a Bill without the named consignee is Order Bill?

C: Right. It’s also called “Negotiable B/L”. It can be transferred, carrying the title to the goods.
Therefore, it is more preferable and widely used in international trade.

F: So far, I've fully understood “Bill of Lading”. Thanks for your time!

Dialogue 2 What Is a Draft?

M. Foster (F), the sales manager; is explaining something about “draft” to bis assistant Mrs. Grey (G).
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G:

What's a draft, please?

Itis an order to pay. It is made out by an exporter and presented to the importer.

How does an exporter make it out and present to the importer?

Usually through a bank.

It is also called a bill of exchange?

Yes, true. It may be payable immediately on presentation, or so many days after presentation.
Would you please explain in a bit more detail?

Sure. The former is called a sight or demand draft; the latter is called a term draft. In the latter
case the drawee writes “Accepted” across it and signs his name. The exporter can then get
immediate payment by discounting the draft and supplying a letter of hypothecation.

When will it be noted, protested and presented to the drawee by a notary public?

When it is not honored at maturity.

Does a term draft involve risks?

Yes, such a draft, and the corresponding payment terms, “Document against Acceptance”,
obviously involve risks to the exporter.

Do sight draft terms involve the same risks?

No, sight draft terms involve less risk since the title to a consignment is only released against
payment; even so the shipper may be left with his consignment on his hands, or rather, afloat, if
the draft is dishonored.

How about drafts presented under a letter of credit?

Then the shipper has full protection, only the opening and confirming banks run a risk.

What must be done for the L/C to be opened?

All exchange control formalities must already have been completed for the L/C to be opened,
and if an import licence is needed, it must already have been granted so that the number may be
quoted in the credit.

What is a revolving letter of credit?

It is a special type, the value of which is constantly made up to a given limit after each shipment,

thus saving the charges on multiple letters of credit.

Thanks a lot.

Q Listen to Dialogue 1, trying to understand what a Bill of Lading is without
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referring to your book. Fill in the blanks with the words or expressions
given in the box.

discharging shipping company bank endorsed clean B/L
straight B/L received B/L dirty B/L contract
order B/L transferred document of title
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1. The original Bills of Lading are signed by the .

2. Where documentary credit is involved, the credit terms often state that the Bill of Lading
must be shipped, clean, to order and .

3. A Bill of Lading is a key export document and has three functions: receipt of the goods,

and evidence of the contract.

4. A only admits that the shipping company has received the goods.

5. Only the has the words “the goods are in apparent good order and
condition”.

6. “One case is leaking” written on the B/L is taken as a or Unclean B/L.

7. A B/L with the name of the buyer given on itis a .

8. Whoever holds the holds the title to the shipment.

9. A B/L that can be is called a Negotiable B/L. A B/L that cannot be

transferred is called a Straight B/L.
10. The details printed on the Bill of Lading must include the port of loading and the port of

G Listen to Dialogue 2 and discuss the following questions with your group
members.

1. Give the definition of a draft.

2. What s a sight draft? What is a time draft? Which one involves less risk?
3. What are the three parties to a draft?

4. According to the dialogue what must be done for the L/C to be opened?

G Work in pairs and make up a dialogue about Insurance Policy. The following
passage is for your reference.

Insurance Policy

Insurance Policy is the most commonly used document that contains all the details
concerning the goods, coverage (#& &[4 %), premium and the insured value.

All this information must be sufficient enough for the insured party to assess the
risk and make insurance decisions. This policy will normally return the duplicate to
the insured with their rubber seal. The signed insurance policy will become the legal
document that serves as the shipping document evidencing insurance cover.
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Q Match the words or expressions you‘ve learned from the above dialogues in Column
A with their Chinese definitions in Column B and then make your own sentences.

Column A Column B

1. Export Permit a. tRi&

2. Commercial Invoice b. 453

3. Proforma Invoice cRALREE

4. Legalized Invoice d. & HiE S

5. Certified Invoice e 12%

6. Combined Invoice fAAELRZ

7. Consular Invoice g I iE F5

8. Certificate of Origin h. BXAE

9. Certificate of Inspection LILE
10. Packing List jo R AR F
11. Bill of Lading k. BRERE
12. Bill of Exchange L e R 2
13. Insurance Policy m. 2 FTIE

Part3 R udimentary Knowledge
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Export Documentation

The major difference between selling in the
domestic market and trading with a foreign firm
is the documentation, which is a task that needs
to be preformed meticulously (“»& # #). When
you go shopping in the department store, the shop
assistant always gives you a receipt, which is the only
document you need. In exporting, it is necessary for
each export shipment to be accompanied (£#F4;
k) by a number of correct documents.

The documents known as export or shipping
documents are required for multiple purposes. One

major purpose of the documents, in general, is to

furnish (#24%) the foreign customs authority (i %
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%4 &) with a complete, detailed description of the goods so that the correct import duty (% @ X#%) can
be levied (JE#c). Some are required to spell out (7#F # #L#) contractual rights and duties of the parties
concerned; some are required to collect and remit payments; some are required to satisfy government
stipulations of exporting and importing countries, others are required for the administration of
exchange control regulations or import quotas (# 2 & 4%) in the product, and to safeguard (#247)
the public and animal health and prevent the spread of plant diseases. Each importing country has
specific circumstances including political, economic, geographic, environmental, welfare and military
contingencies (F 4% ; 184 %), which it is trying to meet with its documentation requirements.

Preparing the correct documents to cover an export shipment is considered by many to be very
demanding. Failure to complete the forms correctly may lead to a fine or unnecessary delay in clearing
the goods through foreign customs. If the information given is found to be false, heavy fines may be
imposed (JEM; £k44) or the goods confiscated (% ). In an attempt to reduce the error rate, exporters
are recommended to review thoroughly their documents for accuracy and to weed out (7 &) errors that
have crept in (#7#7 7 &) through sloppy (¥4 #9) practices over the years.

Although there are no international standards for documents, there are many established traditions
and practices. We should familiarize ourselves with those forms required by the major countries and the
basic export documents common to most export shipments such as export permit, commercial invoice,

certification of origin, bill of lading and so on.

1. export documentation HH OHIE: 54 ik 0 E &P & oy B AP £4iE T4F, documentationdg
H) % T4E, mdocumentdg AR HLE o) 3k —FiE,
2. to clear the goods through customs £8#¥1453% : 458 13 i X B AT .

Q Answer the following questions in class.

1. What is the difference between the documents needed in domestic business and those
needed in export trade?
2. What are the purposes of the export documents?
3. Why is it true that correct documents are considered to be very demanding?
4. What would happen to the company if the documents prepared by the exporter have some
mistakes?

9 Familiarize yourself with the following documents.

1. Bill of Lading 2. Inspection Certificate
3. Certificate of Origin 4. Packing List
5. Insurance Policy 6. Invoice
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Part 4 Add:tlonal Practlce
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Q Write a letter about application for issuing an L/C.

Dear Sirs,

Please open a Letter of Credit for US $30,000 in favor of China National Import & Export
Corporation, Chengdu, China, available to them at sight in respect of a shipment of bicycles as
specified on the attached sheet.

China National Import & Export Corporation is to draw on you for the amount of their
invoice for the shipment as it is effected and the following documents are required:

1) 3 Commercial Invoices

2) 2 Bills of Lading

3) Insurance Policy

We thank you for your assistance in the matter.

Very truly yours,

e Translate the following passage into Chinese.

Certificate of Inspection is a document which shows the quality or quantity or other
elements of the goods. It is issued by the manufacturer of the goods, chambers of commerce,
surveyors, or government institutions. It mainly performs two functions: Firstly, as a
document of quality or quantity, it can decide whether the quality or quantity of the goods
shipped by the seller is in conformity with that stipulated in the contract. It is an important
proof at the time of refusing payment, lodging or settling a claim. Secondly, it is one of the
shipping documents used at the time of negotiating payment.

G Work with your partners and practise speaking according to the following
directions.

Study the following figure carefully and describe the Procedure of Collecting Payment

orally with your pairs.
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6
collecting bank remitting bank
@)
(5) 4 3) (€] )
importer exporter
(drawee/buyer/payer) goods (drawer/seller/principal)

Q Read the following information and practise as you are suggested.

1. Major Parties Involved in a Letter of Credit

® The opener (buyer, importer, applicant): the person who applies a bank to open a letter
of credit.

® The opening bank (the issuing, establishing, originating bank): the bank in the importer’s
country issuing the letter of credit at the request of the importer.

@ The advising bank (notifying bank): the bank in the exporter’s country which advises the
exporter of the establishment of letter of credit.

® The drawer (seller, exporter): the person who sells the goods and draws a draft on the
opening bank or the buyer.

® The drawee (buyer, importer): the person, usually the buyer, on whom a draft is drawn,
responsible for making payment when the draft falls due.

® The negotiating bank: the bank that accepts or discounts the draft presented by the
exporter.

® The reimbursing bank: normally the issuing bank itself that repays the negotiating bank
for the money given in advance by the latter.

@ The beneficiary: the party in whose favor the letter of credit is issued, in other words, the
person who is entitled to draw a draft and receive the payment of the shipment.

Group Discussion:

How many parties are involved in a letter of credit? Specify their roles respectively.

2. The Circulation of Letter of Credit
1) The buyer applies to his bank to open an L/C in favor of the exporter. The opening bank
approves the application and issues the actual letter of credit document.
2) The opening bank forwards the L/C to the advising bank.
3) The advising bank passes the L/C to the beneficiary.
4) Having examined the L/C, the beneficiary (seller/exporter) completes the shipment and

prepares documents, draws a draft and presents them to his bank.
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5) The beneficiary’s bank negotiates the documents and pays funds to the beneficiary in
accordance with the L/C.

6) The negotiating bank sends the documents to the opening bank.

7) The opening bank receives the documents and checks them. If the documents are in
order and comply with the L/C, the opening bank credits the negotiating bank’s account.

8) The opening bank notifies the buyer to make payment for documents.

9) After making payment, the buyer receives the documents and takes the delivery of the goods.

Group Work
Draw a diagram to illustrate the circulation of Letter of Credit according to what you read with

your group members.

3. Ocean Bill of Lading (i8iZE12 #)

SHIPPER/EXPORTER BOOKING NO. BILL OF LADING NO.
(COMPLETE NAME AND = G

_ ADDRESS) EXPORT REFERENCES
FAEA/H DR (4% A R

CONSIGNEE (COMPLETE NAME FORWARDING AGENT/F M C NO.

AND ADDRESS) BERA/BEREFER AT
M (28 Aok POINT AND COUNTRY OF ORIGIN
ALSO NOTIFY — ROUTING & INSTRUCTIONS
NOTIFY PARTY (COMPLETE % il g —— AAREAZ IR G
NAME AND ADDRESS) FINAL DESTINATION (OF THE GOODS
B 83 (A0 E) S, AEASE] ik )
VESSEL VOY PORT OF LOADING PIER/ ORIGINAL (S) TO
FLAG  TRANSHIPMENT TERMINAL BE RELEASED AT
Y 2 Hin 35 A S/ 5 PSS
PORT OF gﬁ%ﬁg CONTAINER YARD
DISCHARGE TO CONTAINER YARD
4w BY ON-CARRIER P
o BB RIEA A A

PARTICULARS FURNISHED BY SHIPPER
B AR 09 R KB
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(Continued)
DESCRIPTION OF
MKS.& NOS/ NO.OF GROSS
CONTNOS KGS ]%CéggﬁsND wmunnf‘Mmﬁgig“m¢r
FILok /o Fl %S % 5
ARtk AL o) 5 T 0 BRIk EX 3
IF SHIPPER ENTERS A VALUE CARRIERS
DECIARED | PACKAGE LIMITATIONS OF LIABILITY
VALUE DOES NOT APPLY AND THE AD FREIGHT PAYABLE AT/BY
o VALOREM RATE WILL BE CHARGED F HH A
: dedeiE AR, RiE A RIEA DK AL
&), FRBUAE B
FREIGHT = RATED RATE OF
CHARGES = AS PER 3@;? PR;EfD C0255CT CU?&%NCY EXCHANGE
i B ) ” A 33
TOTALS %3+

THE RECEIPT CUSTODY, CARRIAGE AND
DELIVERY OF THE GOODS ARE SUBJECT
TO THE TERMS APPEARING ON THE FACE . App[ICABLE ONILY WHEN USED

AND BACK HEREOF AND TO CARRIER’S FOR MULTIMODEL OR THROUGH
APPLICABLE TARIFF TRANSPORTATION

WAEARE, ST RIE Fo B AR IEAR SR BB & SGE T % X R i iE

F AR RAIEA AR, INDICATE WHETHER ANY OF THE
IN witness where of 3 original bills of lading CARGO IS HAZARDOUS MATERIAL
all the same tenor and date one of which being UNDER DOT. IMCO OF OTHER
accomplished the others to stand void, have been REGULATIONS AND INDICATE
issued by Sea-land Service. Inc. or its designated CORRECT COMMODITY NUMBER IN
agent on behalf of itself, other participating carriers, BOX 20

the vessel, her master and owners or charters ®

Zzziﬂ:_ﬂ);] /‘é?* ]‘Iﬁ‘:T/A\g] , @i@ﬂ}i’-’f&ié\\é} é/J ;I“g Iri/fk /ilﬂf])%;fa:ﬁ ﬁi;ﬁg*ﬁ‘iﬁ(éﬂgﬂﬁiﬁéﬁ%iz—ﬁ
WA, EMERKEA, i, BRAWEEaA TR, FENTH LREEMGHS%T
BAEERE—X =My, AARAERS . WA ls
%, DMERIEHI AR,

BY e (%)
(3] %)

FOR SEA-LAND SERVICE, INC. AS
CARRIER.

ARIEA L6 S — R IE IR 4

Discuss the above sample in pairs and create a Bill of Lading of your own.
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4. Shipping Advice (318 1)

Dear Sirs,
Re: Your order for canned asparagus

We are pleased to inform you that we have shipped today, as per copy of our fax enclosed,
by the M.S. “Suez Maru” 900 cartons canned asparagus ordered by you on May 25. The boat is
scheduled to arrive at Hamburg on September 30.

In order to cover ourselves for this shipment, we have drawn on Dresdner Bank, Hamburg,
by sight draft for EUR28, 950 under the L/C No. 123 and negotiated it with Bank of Shanghai,
China.

To facilitate your taking delivery, we are enclosing the following non-negotiable shipping
documents, each in duplicate:

Commercial Invoice No. 123

Bill of Lading No.231

Insurance Policy No. 567

Packing List No.123

Certificate of Origin

We trust that you will find all these documents in order and the goods will arrive at

Hamburg in perfect condition.
Yours faithfully,

Please study and imitate the above Shipping Advice.

5. Commercial Invoice (Bl % Z)

. COMMERCIAL INVOICE

SENDER: RECIPIENT:

AUTO PARTS FEE WAREHOUSE XYZ Company

7634 KIMBEL STREET UNIT 1—9 3 Able End
MISSISSAUGA,ON L5S—-1M6. There, Shropshire, UK
Phone: 905.677.0996 Phone:99-99-9999

Fax: 999-999-9999

Tax ID/VAT/EIN# 0123456

Invoice Date: 12 December 20 __ Invoice Number: 0256982
Carrier Tracking Number: 526555598 Sender’s Reference: 5555555
Carrier: GHI Transport Company Recipient’s Reference: 5555555
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(Continued)
COMMERCIAL INVOICE
Quant Country Description i Harmonised Unit Unit Subtotal
uanuty of Origin of Contents Code Weight Value (USD)
United States
1,000 of America Widgets 999999 2 10.00 10,000
"Total Net "Total Declared
Weight (Ibs): 2,000 Value (USD): 10,000
Freight and
Total Gross Insurance
Weight (Ibs): 2,050 Charges 300
(USD):
"Total Shipment Other Charges
Pieces: 1,000 (USD): 30
C "Total Invoice
o USD Amount 10,000
ode: (USD):

Type of Export: Permanent

"Terms of Trade: Delivery Duty Unpaid

Reason for Export: stated reason

General Notes: notes and comments

The exporter of the products covered by this document — customs authorization number — declares
that, except where otherwise clearly indicated, these products are of United States Of America

preferential origin.

[/We hereby certify that the information on this invoice is true and correct and that the contents of

this shipment are as stated above.

Name, Position in exporting company, company stamp, signature

7E: MALRZ (Commercial Invoice ) 52 @75 6t @ 7 5] 69 & A B FE, 25305 nkadRIE, L2t

DIRE A L, LA B —E LSRN, REAL—KX, BRAEEF OET R L4k,
EE, ANLAROH AR ORAERTH Y O, ARHLESRbEDD
PR, ERBERAEERY, AAREHTARE LR FLEH .,

LN NI & N = /I 2
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Please study the above Commercial Invoice and try to fill in the following form.

BRI R H O 8
CHENGDU HONGFEI IMP. & EXP. CORPORATION
CHENGDU, CHINA

COMMERCIAL INVOICE
3) INVOICE NO. 4) INVOICE DATE
1) SELLER 5) L/C NO. 6) L/C DATE
7) L/C ISSUED BY
8) CONTRACT NO. 9) DATE
2) BUYER 10) FROM 11) TO
12) SHIPPED BY
13) MARKS 14) DESCRIPTION 15) QUANTITY
16) PRICE 17) UNIT
18) AMOUNT OF GOODS WEIGHT TERM PRICE
19) ISSUED BY 20) SIGNATURE

G Merry Corner

N
S8

A motorist, driving by a Texas ranch (X 3%), hit and killed a calf that was crossing
the road. The driver went to the owner of the calf and explained what had happened. He
then asked what the animal was worth.

“Oh, about $200 today,” said the rancher (K3 %). “But in six years it would have
been worth $900. So $900 is what ’'m out.”

The motorist sat down and wrote out a check and handed it to the farmer.

“Here,” he said, “is the check for $900. It’s postdated six years from now.”
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