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Preface

For textbook construction of international logistics, innovation and breakthrough are
required to highlight the practical property of international logistics, and to achieve a double
effect of professional knowledge acquisition and English proficiency improvement. Based on the
general level of undergraduates’ English proficiency, an “ alternating writing format”™ of
Chinese and English is adopted in this book to avoid the deficiency of original foreign textbooks
in terms of practicability and readability and to explore the internationalization of Chinese
textbooks.

With most of the examples and cases taken from the electro-mechanical equipment
industry, being closer to real situation practice and more convenient for classroom teaching has
been the principle of the author in writing this book. It also aims to contribute to the industrial
transformation and upgrading, to go with the tide of international labor market, and to realize
the “Chinese Dream” of a powerful country with strong equipment industry. Moreover, it also
reflects the idea of “capacity replacement” in “Belt and Road Initiative”.

This book emphasizes the depth of analysis, but does not fall into discussion of abstract
theories; it aims to cultivate application-oriented talents, but avoids to be too general in
content. A perfect combination of a comprehensive textbook and high-quality application-
oriented talents cultivation is not only possible but also the requirement of contemporary
international logistics.

This book is written by Dai Zhengxiang, and is one of the major achievements of the
Research Project(2015CSLKT3-236) under China Logistics Institute.
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International Trade Depending on
International Logistics

EfrH 5 R IEEBAREERARMX CGBIX, LTFHRED MR, BARMRS
235 . TEFR R EEEBAREERARMXAEYEBREES. B3R, X
MEREEAN, HERBKE. EEBHNENLRFETYH, BRFEHAS5ERDREZ
TEBRTER, MetedR, —FHLAGHHtESE—&, BmENEYESs. mEl
R, HFHEZHEEA T EE.

Usually people just take for granted that international logistics is nothing but international
transportation or warehousing. This results in a ridiculous and fuzzy concept of international logistics.
International logistics is far beyond the range of that simple notion. How wide is the scope of
international logistics and how does international logistics operate? Of course, logistics consists of
transportation and warehousing, but it is unnecessarily limited to such activities. As Pierre David, an
American scholar, defines: international logistics is the management of international trade and
operations. This is an absolutely scientific and pragmatic notion of international logistics and in
fact it should be the case, on condition that no more advanced theories come into being in future.

1.1 [EIFxE 55 R A T2 Ak DUE

International Business Negotiation Starting from
Delivery Terms

ERFE S RANEERRK, WRBEK B8 T REWIS RIS EZK,
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The following rules are binding upon any modes of transport.

1. EXW—Ex Works

T 3k THFRAERD, NRIEFTE: XHRKRK, BERiE~KTE T
SE5H, HHRETAM.

“Ex Works” means that the seller delivers (321) when it places the goods at the disposal
of the buyer at the seller’s premises or at another named place (i.e. works, factory, or
warehouse, etc.). The seller does not need to load the goods on any collecting vehicles, nor
does it need to clear the goods for export, where such clearance is applicable.

2. FCA—Free Carrier

BARARBAN. THAKL EXW FKaKBERE, K7W KRR, 3275 A3t K

“Free Carrier” means that the seller delivers the goods to the carrier or forwarder
nominated by the buyer at the seller’s premises or another named place. The parties (252 \)
are well advised to specify as clearly as possible the point within the named place of delivery,
as the risk passes to the buyer at that point. If that agreed point is at the premises of the seller,
loading is the seller’s responsibility. If it is at the designated place by the carrier or forwarder
the seller need not unload. The following terms (CPT and CIP) are the same except for the
freight or insurance.

3. CPT—Carriage Paid to
ERMAZERE AR, KRKFE FCA, L HisTH OEX.

“Carriage Paid to” means that the seller delivers the goods to the carrier or another
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person nominated by the seller at an agreed place (if any such place is agreed between parties)
and that the seller must contract for and pay the costs of carriage necessary to bring the goods

to the named place of destination.

4. CIP—Carriage and Insurance Paid to

BRATESRE BRI KR FCA, 7543 AiEx.

“Carriage and Insurance Paid to” means that the seller delivers the goods to the carrier or
another person nominated by the seller at an agreed place (if any such place is agreed between
parties) and that the seller must contract for and pay the costs of carriage necessary to bring
the goods to the named place of destination.

The seller also contracts for insurance cover against the buyer’s risk of loss of or damage
to the goods during the carriage. Therefore the seller has to provide insurance policy along
with settlement documents (455 #.1lF),

5. DAT—Delivered at Terminal

H Iz it . L s te, EH st iER.

“Delivered at Terminal” means that the seller delivers when the goods, once unloaded
from the arriving means of transport, are placed at the disposal of the buyer at a named
terminal at the named port or place of destination. “Terminal” includes a place, whether
covered or not, such as a quay, warchouse, container yard or road, rail or air cargo terminal.
The seller bears all risks involved in bringing the goods to and unloading them at the terminal

at the named port or place of destination.

6. DAP—Delivered at Place

H By dE 2 i 38 B . KT B s I B A VS ok

“Delivered at Place” means that the seller delivers when the goods are placed at the
disposal of the buyer on the arriving means of transport ready for unloading at the named
place of destination. The seller bears all risks involved in bringing the goods to the named
place.

7. DDP—Delivered Duty Paid

FEMAL B . LA N ERA, T BRHERER, K RE k.

“Delivered Duty Paid” means that the seller delivers the goods when the goods are placed
at the disposal of the buyer, cleared for import on the arriving means of transport ready for
unloading at the named place of destination. The seller bears all the costs and risks involved in



bringing the goods to the place of destination and has an obligation to clear the goods not only
for export but also for import, to pay any duty for both export and import and to carry out all
customs formalities.

The following rules are binding only upon sea and inland waterway of transport.

1. FAS—Free Alongside Ship

s bt . EANATHAER.

“Free Alongside Ship” means that the seller delivers when the goods are placed alongside
the vessel (e.g., on a quay or a barge) nominated by the buyer at the named port of shipment.
The risk of loss of or damage to the goods passes on when the goods are alongside the ship,
and the buyer bears all costs from that moment onwards.

Note that the goods should be delivered at a place within the reach of the vessel’s hook.

2. FOB—Free on Board

FelzlbM bacht. LA MFHAER, K.

“Free on Board” means that the seller delivers the goods on board the vessel nominated
by the buyer at the named port of shipment or procures the goods already so delivered. The
risk of loss of or damage to the goods passes on when the goods are on board the vessel, and
the buyer bears all costs from that moment onwards. The following terms (CFR and CIF) are
the same except for the freight and insurance.

3. CFR—Cost and Freight

BANZ % . HA[F FOB.

“Cost and Freight” means that the seller delivers the goods on board the vessel or
procures the goods already so delivered. The risk of loss of or damage to the goods passes on
when the goods are on board the vessel. The seller must contract for and pay the freight
necessary to bring the goods to the named port of destination.

4. CIF—Cost, Insurance and Freight

A R RINZE% . HA[F FOB.

“Cost, Insurance and Freight” means that the seller delivers the goods on board the
vessel or procures the goods already so delivered. The risk of loss of or damage to the
goods passes on when the goods are on board the vessel. The seller must contract for and
pay the freight and insurance necessary to bring the goods to the named port of
destination.
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If negotiators are unfamiliar with international transport and pertinent procedures, how
can they make business negotiations? Therefore, in negotiation the transportation mode will
be chosen first, e.g., water, air, rail or international inter-modal transport. How much is the
concerned tariff and freight for one TEU or FEU from the origin to the destination? Is CIQ
(China Entry & Exit Inspection and Quarantine Association) inspection needed and where is
the customs clearing point? And, are insurance terms defined in PICC or ICC? Those just fall
within the scope of international logistics.

Ao, RITEHER, BEHTHEE., EANBERIE (etter of credit, L/C) #HH, E
A XTI FEWHE R (instruction for collection) BB, {5 FIFSHE L E X RiRIEFE BRAI,
—BRERKEN: i —BOMAR B MRGRIIXER, NTERNRER. B8, ™
H, AREREE. EERKIETRTHE, REEAD, RURERATHR, RIES
ERIEA—B. HIAXMER, EEEFNE 100 XE&AA. WRAFRK™E, WA
RERBCEET HFRIEN . WRNBREESWERAA, WHERNR. ZEMHERRE
AER: EEXNERATHEIE SEtaERAR. K, ek XNEE. HEM
HERRIET, ZAGENVERIE. SHAESAERRAENHIENA, HinngeEE
R SGS. NKKK B CIQ H{if. X—FBAZIN, K KEMERIEEMATER.
BB RN AT R BB AZIC, ARRROEE LR

The above-mentioned regulations for shipment, delivery, currency settlement,
commodity inspection, customs clearance, transport and etc., will be explicated in the
following chapters. Those are practical operations requiring advanced technological
support, experience and skills, and certainly are complicated and sophisticated work for

beginners.

1.2 [EFR5T 5RO T E AP iaieh 1

International Logistics Determining the Success or Failure of
International Trade

R —ER1MZ S, HURBERNFRRMERIRI . 7= & A= A7 5 i B2 8 17
o FEATHRERONA THRENNER: 2H. oF. KBz, 8K, i@
MTAERAE. SR, BA—ERMHEAS, FFMERFTLIFE. AREDNEETRE
A, mesl. BRARENT, A —EESERH EMUAT. B, XLE
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" Case Incident I

During a Chinese Canton Fair, an American purchaser showed interest in Chinese
leaf-springs for medium type trucks with the illustration and favourable quotation. Then
an intent was reached for the American purchaser to buy the sample of leaf-spring
against the drawing shown there from the Chinese company and soon a check was issued
by him on site. It was agreed on air freight of such sample from China as soon as
possible to Chicago, where the American purchaser would be in an exhibition to display
such sample of leaf-spring. And his down-stream customers would meet him for the
business. However, the Chinese company’s transport department trusted the shipment to
a nobody air freight forwarder. The American purchaser kept urging the Chinese part to
send the master air waybill and house air waybill. But the sample zigzaged long to arrive
in Chicago after half a month. The American purchaser could do nothing without the
sample but look for other suppliers, which consequently caused a loss of expected sales
amount in one million US dollars on the Chinese part. Furthermore, the export of
leaf-spring belonged to a kind of export of electro-mechanical commodity supported by
the Chinese government in finance and in other aspects. What a pity!

*» Case Incident IT

Once a Taiwanese client was urgent in the market for a kind of industrial commodity
produced in Chinese mainland. Owing to the tiny order with small quantity and profit, as
well as the tight schedule for shipment, fewer suppliers showed concern for it.
Nonetheless a certain domestic company grasped such an opportunity to accept that order
of only one TEU. Soon the client went to the factory participating in the processing and
tried together with the workers and technicians on the key links of productive logisitcs.
And then commodity inspection was finished and transported to Huangpu Sea Port in two
lorries along with the stipulated documents. At the same time the firm had electronic
reporting to the customs house. After one day and night via over 2,000 km the cargo
arrived at the port and rapidly passed the customs procedures. Then the goods were on
board. The fax of bill of lading almost brought forth the tears from the eyes of that

Taiwanese client, because his shipment was realized so movingly. Later his business



