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Unit 1

Business Negotiation in International Trade

Business negotiation is the process by which the seller and the buyer fix the terms and
conditions of a business deal with the intention of reaching an agreement. The contents of a
business negotiation mainly include: name of commodity, quality, quantity, packing, price,
shipment, insurance and terms of payment.

Business negotiation can be carried out either by writing or verbally. In most cases, four stages
are involved in this process: inquiry, offer, counter-offer and acceptance.

1.1 Professional Knowledge

1.1.1  Inquiry

1.1.1.1 Definition of inquiry

By making an inquiry, the buyer reveals his interest in a particular product of the seller and is
keen to know the key information about it to conclude a deal, for instance, the price, shipment,

terms of payment, etc.
1.1.1.2 Key elements in inquiry

¢ International pricing

The unit price of a certain commodity in international trade is composed of: (D currency;
) price; (3) unit of measurement; @ trade terms.

Example: Price of steel tube

$600.00 per ton FOB Shanghai

Trade terms

Trade terms are key elements of unit price of a certain commodity in international trade.
They explain the division of costs between the seller and buyer such as freight, insurance
premium and so on.

The main trade terms often used in international trade are:

1) FOB+port of shipment
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The buyer contracts shipment and insurance.

Example: FOB Shanghai

2) CFR+port of destination

Different from FOB, it is the seller who effects shipment on CFR basis. Still the buyer
contracts insurance.

Example: CFR Shanghai

3) CIF+port of destination

The seller has to effect shipment and insurance both on CIF basis.

Example: CIF Shanghai

If a commodity is priced at $600.00 per ton FOB Shanghai, the price will go up if it is
priced on CFR basis because the freight is included which increases the seller’s cost. Likewise,
the price will be on the rise when it is priced on CIF basis because the seller has to pay freight
and insurance premium both.

¢ Shipment

The exact time or period of time for delivery is key information to a buyer when making an
inquiry about shipment. Another is that whether partial shipments and transshipment are allowed.

Sample shipment clause in a sales contract:

The shipment of 900 kilos of Yantai Grade A Apple to be effected in 3 equal monthly installments
beginning from March 2006 with partial shipments allowed but transshipment prohibited.

¢ Terms of payment

Terms of payment are the way in which the buyer pays the seller for the goods. In international
trade, irrevocable sight L/C is the most commonly used payment method. It is a written promise of
a bank, on behalf of the buyer, to pay the seller the value of the goods on the condition that the
seller presents the documents in compliance with what the credit demands. Then the bank transfers
the documents to the buyer against his payment. With these documents, the buyer can go to the port
to take delivery.

Sample payment clause in sales contract:

Payment is by irrevocable sight L/C in the seller’s favor within one month after the signing of

the contract for 100% of the invoice value.

[ Sample inquiry ]

I came to know from some trusted sources of your high quality SMG smart phone and would
very much like to learn more about it. I would like to have an idea about the different models,
features, and options. Also please tell me about the available colors, prices, bulk order discounts,

warranty, delivery, and terms of payment.

2
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1.1.2 Offer

An offer is often made by the seller to express his willingness to contract on certain terms. An offer
which is intended to be clear, complete and final should contain the following aspects: (I quantity;
2 commodity; 3 unit price; @ shipment; 5 terms of payment; (©® validity of an offer.

[ Sample offer ]

We offer you 800 tons of Steel Tubes at $600.00 per ton FOB Shanghai with shipment effected
between October and November and payment is by sight letter of credit. This offer is subject to
your reply reaching here by August 10.

1.1.3 Counter-offer

Counter-offer is the reply of the buyer to the seller with the suggestions of some changes to
the offer, for instance, demanding the reduction of the offered price. In business negotiation, it is
not unusual that many rounds of offer and counter-offer are involved to reach a deal.

[ Sample counter-offer ]

In reply, we feel regrettable to inform you that we find your price too high. To develop our
trade, we take counter-offer as follows: 600 tons of Steel Tubes at $540.00 per ton. In addition, in
order to catch the season, we ask you to bring forward the shipment to September 20.

1.1.4 Acceptance

Either the buyer or the seller agrees on the terms offered by the other party after rounds of
counter-offers and therefore a deal is concluded.

[ Sample acceptance ]

We are appreciative of your letter of May 20 which requested a 5% discount. It is our
company’s policy not to discount on order of this size. However, we are glad to make an exception
in this case as an introduction of our “Yanwu” DVDs to the US market. Thus, we accept your
counter-offer for a 5% discount based on a purchase of 1,500 sets by July 15 as follows: “Yanwu”
DVDs at USD80.50 per set CIF London for shipment effected within 28 days after receipt of your
sight L/C.

ﬁ Notes

1. terms of payment S} X
2.inquiry #J#E  offer k&AL counter-offer Ak
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. trade terms 4 5 RiE
. freight iz %%

3
4
5. insurance premium {4 %%

6. partial shipments 73tt$¢iZ  transshipment #%fffy
7. irrevocable sight L/C A~ B] 4§54 Bl A (E FE

8. the documents 74 ¥iiF

9. against fE««e against payment FEf}3K

10. in favor of [L--++-- hZm AN

11. bulk order KiJH

12. warranty f#4&H#]

13. validity £ %]

1.2 Language Skills

@' Emails Writing

e Inquiry

o Offer

e Counter-offer
e Acceptance

1.2.1  Emails of inquiry

1.2.1.1 Writing instructions

When writing an email of inquiry, the buyer first tells the seller from which information source
he gets to know about the seller and the products. Then he makes a brief self-introduction. He reveals
his interest in the seller’s products and the key information he wants to know, including price,
discount, shipment, packing, terms of payment and other information which is helpful to make a
purchasing decision. He may tempt the seller to quote the lowest price by indicating that he can
establish long-term relation with the seller or he will place a large and repeatable order if the terms

are favorable. He concludes his email by asking the seller to make a prompt reply to his inquiry.
1.2.1.2 Samples
[ Sample 1]

Dear Sirs,
We are informed by various sources that your company is especially experienced in the business
line of supplying construction equipments. We, China Great Wall Engineering Company, are an

E
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international contractor and have just been awarded a contract in Tanzania. For the purpose of
smooth execution of the project, we plan to buy some brand-new excavators and loaders.

You are therefore kindly requested to send me the unit prices, quantity discount, the earliest date of
shipment, terms of payment and warranty as soon as possible so that we can make a comparison
with offers we have got from elsewhere.

As we are in urgent demand of such equipments, if the price is competitive and the terms of the
deal are favorable, we will place an order right away.

Your early quotation will be appreciated.

Yours faithfully,

Craig David

Purchasing Manager

% Notes

excavators and loaders FZEAHLFIZEZLHL

[ Sample 2 ]

Dear Sirs,

I came to know from some trusted sources of your high quality DVDs and would very much like to
learn more about them. I would appreciate if you can send any information that could help me in
my selection process. Please elaborate on the various options along with the different prices,
discounts, availability and terms of payment. I also need to know if you offer extended warranty.
As we are the largest retailer of electrical appliances in Russia, we have cooperation with some
Chinese producers of electrical appliances, such as Haier, Changhong and Media. If your products
are good and terms are favorable, we can envisage a long term relations with you in the future.
Please call me if you have any questions or need to know more about our requirements. I’'m
looking forward to hearing from you.

Yours faithfully,

ﬁ Notes

The main purpose of this part is to familiarize the readers with the structure of a certain kind
of foreign trade emails, therefore the author focuses only on the main body of each kind of emails,
not the format of business emails, for instance, the job title and name as in Sample 1 do not appear
here in Sample 2 and later samples.

1.2.2 Emails of offer

1.2.2.1 Writing instructions

When making an offer, the seller states clearly the price, delivery, terms of payment and other
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information which the prospective buyer is keen to know about. As an offer is valid within a certain
period of time, so it is important to state clearly the life of an offer, for example, “the offer is open
for a week only” or “the offer is valid by the August 1, 2015”. In some cases, the seller may
indicate his goods are in great demand or the stock is running low so he won’t consider any idea of
price cut.

1.2.2.2 Samples

[ Sample 1]

Dear Sirs,

We thank you for your email dated September 1 inquiring about our pumps. As requested, we take
pleasure in offering you as follows:

Commodity: “Superb” Automobile Tires

Price: USD20.6 per piece CIF Liverpool

USD17.5 per piece FOB Tianjin

Quantity: As required

Packing: Two pieces to a wooden case weighing about 22 kgs, and measuring 22 cft

Shipment: One week after receipt of your L/C

Payment: L/C at sight established in our favor

Validity of offer: From September 1 to September20.

Our products are selling well in Europe and America and the orders are pouring in all year round.
We are soon to raise the price because the price of the raw material is keeping rising and we don’t
have much margin left at this price. If you find our terms acceptable, please place an order right
away.

We are looking forward to hearing from you soon.

Yours faithfully,

Jing Chen

Sales Manager

[ Sample 2 ]

Dear Sirs,

In reply to your email of 21st November, we have pleasure in making a detailed quotation for
bathroom showers.

Besides those advertised in the Builders’ Journal, our catalogue attached to this email also shows
various types of bathroom fittings and the sizes available. Most types can be supplied from stock.
45 to 60 days should be allowed for delivery.

Building contractors in Hong Kong and Taiwan have found our equipment easy to install and
attractive in appearance. Naturally all parts are replaceable, and our quotation includes prices of
spare parts. We can allow a 2% discount on all orders of USD6,000 in value and over, and a 3% on
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orders exceeding USD20,000. We accept sight L/C only. The offer is valid for only one week, so
please seize your chance.
Any order you place with us will be processed promptly. We are looking forward to receiving your
prompt reply.
Yours sincerely,
Francesco Marani
Sales Manager

(Adapted from: http://wenku.baidu.com/link?url=0fEpZsA42F5 1pgNefTh7Al1zvOV9Gbtot559JB9
In_UbBhh6aCab-kpnd ONYTAWNIwFAIT5-mZWBmmip7sugDXaO0CL4DIceBNgfpc MWXC)

1.2.3 Emails of counter-offer

1.2.3.1 Writing instructions

It is the buyer who first counter offers, making a change to the original terms offered by the
seller. The buyer may ask for a price cut, a new delivery date or different terms of payment rather
than the one suggested by the seller. The seller receives the counter-offer, he may counter offer the
modified terms suggested by the buyer. It takes many rounds of counter-offers between the seller
and the buyer until they reach an agreement. In emails of the counter-offer, the party who counter

offers explains the reason why a change is demanded and how the change should be.

1.2.3.2 Samples

[ Sample 1: Email of counter-offer made by the buyer ]

Dear Sirs,

We have received your offer dated January 23, 2015. However, after studying it carefully, we find
the price level is too high for this market. If you are prepared to grant us a discount of 10% for a
quantity of 2000 sets of your Changhong 3D color TVs, we would agree to your offer. You should
note that some price cut will justify itself by an increase in business.

We hope to hear from you soon.

Yours sincerely,

[ Sample 2: Email of counter-offer made by the seller ]

Dear Sir/Madame,

Thank you for your prompt reply to our offer dated January 23,2015 concerning our Changhong 3D
color TVs.

Much to regret, we find it impossible to comply with your request. Your offer is too low and cannot
serve as a basis for further negotiation.

The prices we quoted are most favorable if you take the quality into consideration. The wages and
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raw materials have risen considerably. We can hardly make any price reduction.

However, in order to develop our market in your area, we have decided to give you an exceptional
offer by a discount of 5% for a minimum order of 2,200 sets.

Other conditions remain unchanged.

Yours sincerely,

1.2.4 Emails of acceptance

1.2.4.1 Writing instructions

In emails of acceptance, either the seller or the buyer accepts the other’s terms, then the deal is
done. The party which accepts should confirm the conditions of the deal without ambiguity.

1.2.4.2 Samples
[ Sample 1]

Dear Sirs,

We are appreciative of your email of May 20 which requested a 5% discount.

It is our company’s policy not to discount. However, we are glad to make an exception in this case
as an introduction to our “Yanwu” Brand DVDs. Thus, we accept your counter-offer for a 5%
discount based on a purchase of 1,500 sets by July 15 as follows: “Yanwu” Brand DVDs at
USD&80.50 per set CIF London for shipment effected within 28 days after receipt of L/C.

We look forward to receiving your order, and to developing our continuing and profitable
relationship.

Yours faithfully,

[ Sample 2]

Dear Sirs,

Thanks for your consideration for our counter-offer and your prompt reply.

[ am pleased to tell you that in view of the great demand for the goods, although the prices are still
quite high, we would like to place an order for 2500 sets of “Haier”” Brand Color TV Sets PT302, at
$445 per set CIF Sydney.

Please send us your Sales Confirmation for our counter-signature. If everything is in order, we will
open the covering L/C on time.

I’'m looking forward to your prompt attention to this order.

Yours faithfully,

% Notes

1. Sales Confirmation &Ml
2. counter-signature 2% (F§3LEW AR BT, ARER)
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