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Lesson 1

International Trade

Trading is one of the most basic activities of mankind. It has existed in every society,
every part of the world, every day. For example, the United States is a major consumer of
coffee, yet it does not have the climate to grow any of its own, Consequently, the United
States must import coffee from countries (such as Brazil, Colombia and Guatemala) that
grow coffee efficiently. On the other hand, the United States has a wide range of large indus-
trial plants capable of producing various goods, such as automobiles and airplanes, which can
be sold to nations that are in need of them. If nations traded item for item, such as one auto-
mobile for 10,000 bags of coffee, this kind of trade would be extremely troublesome and re-
strictive. But instead of barter, which is the trade of goods without an exchange of money,
the United States receives money in payment for what it sells, It pays for Brazilian coffee
with dollar, which Brazil can then use to buy wool from Australia, which in turn can buy
textiles from Great Britain, which can then buy tobacco from the United States. This is a
typical case of what we call international trade. Therefore, international trade can be defined
as the exchange of goods or services produced in one country with those produced in another,
Yet nowadays in most cases, countries do not trade the actual goods or services, but trade in
exchange for money or currency.

When as viewed from the business relationships and outcomes among different coun-
tries, international trade can be called world trade or global trade; when as viewed from
those between a country and the other countries or its externals, international trade may also
be called foreign trade. A country’s foreign trade can sometimes be called overseas trade,
external trade, abroad trade or import and export trade, etc, » because of the country’s geo-
graphical characteristics or historical traditions. In this text, the concept of export trade will
mainly be used to refer to international trade,

The export plays an important role in international trade. It is the process of earning
money by providing the right product at the right price at the right time in the right place be-
yond your home boundary. The ultimate goal is to make sure that the exporter is to be paid
for the goods he sells,

The transport of export involve in carriage of goods by sea, container transport, carri-
age of goods by air. Carriage of goods is goods which are the subject matter of an export
transaction, whether a contract of sale or of construction, and which have to be moved from
the place of dispatch to that of destination. This carriage invariably has an international char-
acter. It may be executed by sea, air or land or by a combination of these modes of transpor-
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tation. When the goods are sent, the contract of affreightment is evidenced by a bill of lad-

ing, which is one of the most important shipping documents used in overseas trade. A bill of

lading involves:

3 Shipped bill of lading % Non-negotiable bill of lading
% Received-for-shipment bill of lading % Through bill of lading

3% Unclean bill of lading % Stale bill of lading

% Clean bill of lading % On deck bill of lading

% Straight bill of lading ¥ Transshipment bill of lading

3 Order bill of lading % Bill of lading in ship’s bag

¥ Negotiable bill of lading

The transportation of export goods is frequently carried out in containers. Scheduled o-

cean container operations now provide the key liner cargo services between the main markets

of the industrialized world. Roll-on/roll-off operations also flourish on long-haul routes due

to their “flexibility” while this same factor similarly contributes to the important growth of

unitized services to developing areas of the world. Air transport increases rapidly in recent

years. Basically, there may be various situations calling for shipment by air:

(1) when it is the only way available;

(2) when valuable goods are being shipped;

(3) when delicate goods are being shipped, it permits less motion of goods than on a

ship, and roller beds in warehouses facilitate movements;

(4) when goods are physically perishable, such as food, plants and animals;

(5) when urgent products are shipped, such as medicine;

(6) when economic perishability may exist and markets must be tapped quickly;

(7) when marketing implementation is critical;

(8) when very small shipments are less costly by air than by water;

(9) when the total cost is cheaper by air than by sea.

In the international sale of goods, international trade terms are very important, which

involves the following 13 Inco-terms:

% EXW
¥ FCA
¥ FAS
% FOB
¥ CFR
X CIF

¥ CPT
¥ CIP

¥ DAF
¥ DES
¥ DEQ

EX WORKS (... named place)

FREE CARRIER (... named place)

FREE ALONGSIDE SHIP (... named port of shipment)

FREE ON BOARD (... named port of shipment)

COST AND FREIGHT (... named port of destination)

COST, INSURANCE AND FREIGHT (... named port of destination)
CARRIAGE PAID TO (... named place of destination)

CARRIAGE AND INSURANCE PAID TO (... named place of destination)
DELIVERED AT FRONTIER (... named place)

DELIVERED EX SHIP (... named port of destination)

DELIVERED EX QUAY (... named port of destination)
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% DDU DELIVERED DUTY UNPAID (... named place of destination)

¥ DDP DELIVERED DUTY PAID (. .. named place of destination)

Finance of export involves bill of exchange, collection arrangements, letter of credit,
bank guarantees in international trade,

A bill of exchange is an unconditional order in writing, addressed by one person to an-
other, signed by the person giving it, requiring the person to whom it is addressed to pay on
demand or at a fixed or determinable future time a sum certain in money to or to the order of
a specified person, or to the bearer.

Collection means an arrangement whereby the goods are shipped and the relevant bill of
exchange is drawn by the seller on the buyer, and documents are sent to the seller’ s bank
with clear instructions for collection through one of its correspondent banks located in the
domicile of the buyer.

A letter of credit is a written undertaking issued by a bank (the issuing bank) to the
seller (the beneficiary) at the request and in accordance with the instruction of the buyer (the
applicant) to effect payment (that is, by making a payment, or by accepting or negotiating
bills of exchange) up to a stated sum of money, within a prescribed time limit and against
stipulated documents,

Kinds of letters of credit.

3% Clean Credit ¥ Deferred Payment L/C
% Documentary Credit % Acceptance Credit

% Revocable Credit % Negotiation Credit

% Irrevocable Credit % Revolving Credit

% Confirmed Credit ' #* Transferable Credit

% Unconfirmed Credit ¥ Non-transferable Credit
* Sight Credit % Red Clause Credit

¥ Usance Credit % Back-to-Back Credit

% Payment Credit % Reciprocal Credit

A bank guarantee is a written promise issued by a bank at the request of its customer,
undertaking to make payment to the beneficiary within the limits of a stated sum of money in
the event of default by the principal,

Insurance of goods in transit involves marine and aviation insurance and export credit
guarantees,

The term “marine insurance” is somewhat misleading because the contract of marine in-
surance can, by agreement of the parties or custom of the trade, be extended so as to protect
the assured against losses on inland waters or land which are incidental to the sea voyage, In
the export trade extended marine insurance arrangements are made frequently in order to
cover not only the sea voyage but also the transportation of goods from the warehouse of the

seller to that of the overseas buyer.
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There are two principal methods for the insurance of cargo sent by air;

(1) in the marine market via brokers, or

(2) mainly in the aviation market via the airway bill.

A supplier of goods or services abroad may require insurance facilities to cover risks
which are peculiar to export transactions but which are not normally covered by commercial
insurers. Apart from the risk of non-payment through various types of political risk, there
may also be situations of commercial risk, such as a buyer’s insolvency or protracted de-
fault. In order to safeguard himself against loss from such events, the exporter may look to
the security afforded by an export credit guarantee.

The possibility of a legal dispute arising is never absent in international trade transac-
tions., The various national laws on arbitration differ in material respects, although many
countries adopt a liberal attitude to international commercial arbitration. Various attempts
have been made to devise an international procedure of commercial arbitration which com-
mands wide acceptance, and the most important of which will be considered below under the
following headings.

% UNCITRAL

3% The ICC Court of Arbitration

% The London Court of International Arbitration

3% The International Center for the Settlement of Investment Disputes

restrictive adj. 3R

barter n. & v. UGB . YYXS, HHRAS
dispatch vt. & n. 433k, JRE
textile n. L5 &

characteristic n. %4

domicile n. & v. HEFF
stipulate v. HLE . RiE
beneficiary n. B &, ZEA -
ultimate adj. BZ&K

carriage n. =%

transaction n. 385

contract n. 4H]

construction n. B, BRTHE
invariably adv. A7Z5Hs

stale adj. BRIBE, LRH)

deck n. iR |
shipment n. iz
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liner n. BE#, BEHL
industrialized adj. TV{kEy

implementation n. 3247, 4T

critical adj. CgH

INCOTERMS: International Commercial Terms HRH B ARIE
alongside prep. & adv. $E(FB3L), %W
deliver v. E,%H¢ 1]

quay n. g3k

freight n. #%%),:2%

collection n, ¥4, FIWUE 38 (R Y B FATiE 28
prepaid n. Fif}iz %

duty n. %8}

destination n. H#h

bearer n. ¥H A

documentary adj. & n. XHERR, EFH
revocable adj. Al {4 HY

irrevocable adj. A4S HY

usance n. FRIEHARR , {255 BUKARR

deferred adj. FEHIRY

clause n. %2k

reciprocal adj. H.EH

revolve v, Jigh%

revolving adj. A%/ TEF B

transferable adj. AJ¥iFfY

negotiable adj. RI$ibfy, ATikHIHg
guarantee n. FHE, {F1iF

incidental adj. B8, LERERY

facility n. %

insolvency n. LK, BEjE

- protract v, }EH

arbitration n, iR

investment n. %

dispute v. & n. %k,

affreightment n. RIS

flexibility . 3#:, RiEw:, PLah:

delicate adj. 580, B IR R a0

voyage n. fifR, 81T, ALK

peculiar adj. ¥R, &0

guarantor n. f§iF A
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insurer n. R A AR/ T
insured n. #HIRIE A

Phrases & Terms

roller bed R (GRBH) ; IWehN1EX GBE)
long-haul {815 %)
export credit guarantee H [ Fj$A{%
institutional arbitration HL4J{fh#ER
roll-on/roll-off ¥ HE
B/L: Bill of Lading $28
shipped bill of lading B 2Ef#E A
received-for-shipment bill of lading =3 M
unclean bill of lading AEHLEE
\ﬁ\flean bill of lading & &2 8
§ straight bill of lading i045 428
\‘\ order bill of lading $§/R$2 8
A" Twegotiable bill of lading AT 41k 8
non-negotiable bill of lading ANA] il 3284
through bill of lading #3584
stale bill of lading {284
“on deck bill of lading B4R 22
transshipment bill of lading ¥ #5$2ea
bill of lading in ship’s bag BEA}LATIR A
EXW.EX WORKS (... named place) T.J 3% (4§:& H #yh)
FCA:FREE CARRIER (... named place) $37&izE A (342 E 1)
FAS:FREE ALONGSIDE SHIP (... named port of shipment) {1385 (352 258
FOB:FREE ON BOARD (... named port of shipment) 224 (35 B i)
CFR:COST AND FREIGHT (... named port of destination) S AHli& %% ($5 B 94 , B2
Hr R & RED
CIF.COST, INSURANCE AND FREIGHT (... named port of destination) F7s, {5k 20
B2 38 E HE , B RN (SRR
CPT:CARRIAGE PAID TO (... named place of destination) i&#¢{Z (355 B 1)
CIP.CARRIAGE AND INSURANCE PAID TO (... named place of destination) iZ % F{%
W 2245 2 ($8 %8 H # i)
DAF:DELIVERED AT FRONTIER (... named place) i13%3545 (38532 3h §=9)
DES:DELIVERED EX SHIP (... named port of destination) §it F3545 (355 B g#s)
DEQ:DELIVERED EX QUAY (... named port of destination) %3k 35 (345 B 0u#)
DDU: ?QLEZVPﬁED DUTY UNP (... named place of destination) KZEBIRH FEE B HIH)
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DDP:DELIVERED DUTY PAIDX. .. named place of destination) FEBLIE R (52 B )

bill of exchange L2

collection arrangements #Elf

L/C: letter of credit {5 HiE -

clean credit YZE{E FiE

documentary credit B #.{Z FiE

revocable credit W] #44 = FiE

irrevocable credit AN AT #8412 FIiE

confirmed credit {£8{{& FiiE

unconfirmed credit NMEB (= FIIF

sight credit BI#{E AiE

usance credit A= FIIE

payment credit {5 #E FiiE

deferred payment letter of credit FEHAFT 3R A5 FHAE

acceptance credit #& 5.5 FHiE

negotiation credit 1% {E HiE

revolving credit {§¥ = FHiE

transferable credit A #ik {5 FIiF

non-transferable credit A #ik{5 BiE

red clause credit £1 £ 2k{= BIiiF

back-to-back credit ¥ %}7§/% FiE

reciprocal credit Xt FF{Z FIiF

bank guarantee 3473845

contract of affreightment ##t-& []

modes of transportation iZ# =

UNCITRAL: United Nations Commission on International Trade Law BRAEHERRS S
B

ICC: International Chamber of Commerce HirE4

The ICC Court of Arbitration [ Frg SRR e

Notes

1. International trade can be defined as the exchange of goods or services produced in one
country with those produced in another,
@%5’1’5%&?u~@ﬁ@?ﬁ:ﬁ£§§%§&%—@mﬁ=m‘z§%°

2. When as viewed from the business relationships and outcomes among different countries,
international trade can be called world trade or global trade; when as viewed from those
between a country and the other countries or its externals, international trade may also be
called foreign trade.
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MARERZ BB RBMEROAARET, BEREAS BRI RABRELERAS:; A
—EShES A X 2 B R X R MG RAUARE, B S GR35k
R5.

Exporting is the process of earning money by providing the right product at the right price
at the right time in the right place-beyond your home boundary. The ultimate goal is to
make sure that the exporter is to be paid for the goods he sells.

HORBEARZSIN, LISEM M EE MR 0T A E 24 A0 H R R A8 87 i, e 3R
FIEET R, HRAHWRFORH ORI B iR aF2E.

A bill of exchange is an unconditional order in writing, addressed by one person to anoth-
er, signed by the person giving it, requiring the person to whom it is addressed to pay on
demand or at a fixed or determinable future time a sum certain in money to or to the order
of a specified person, or to bearer.
CEE—NAMB—NAZ R, BRI 5784 3k 524 B i a] sl AT LA#E 9 B ]
HATHERAEZIARHBEARBRAN, X —E£FNERO LA BE LM
.

A letter of credit is a written undertaking issued by a bank (the issuing bank) to the seller
(the beneficiary) at the request and in accordance with the instruction of the buyer (the
applicant) to effect payment (that is, by making*a payment, or by accepting or negotia-
ting bills of exchange) up to a stated sum of money, within a prescribed time limit and
against stipulated documents.

{E FIERSRAT GFIEFTD BL3Ey GFEREA BRI L BE R E R T R/ IO FHE,
FEHLRE BB PR P FEHLRE B B8 ST A (BT Rl AR R AHE B — E R i ¢ B B
ik .

. The term “marine insurance” is somewhat misleading because the contract of marine in-

surance can, by agreement of the parties or custom of the trade, be extended so as to pro-
tect the assured against losses on inland waters or land which are incidental to the sea voyage.
RIEGERE"E—ERE 4L R WA RBEAS ST RBERESAS B, 85
PRI A 7] 18R 2 5 B B 8 2 11 B 55 98 _E AR AH 5C A9 PO R K b F 554 .

Questions

What is international trade?

Why is the export important?

What is the definition of B/ 1.7

What is a bill of exchange?

Does the marine insurance term cover inland transportation while the so-called inland
transportation is the extension of sea freight? Why?

If you are a consignee, what will you do when your cargo was found damaged during the

discharge?




Lesson 2

Supply Chain Management

1. Introduction

A supply chain is a network of facilities and distribution options that performs the func-
tions of procurement of materials, transformation of these materials into intermediate and
finished products, and the distribution of these finished products to customers, Supply
chains exist in both service and manufacturing organizations, although the complexity of the
chain may vary greatly from industry to industry and firm to firm,

Traditionally, marketing, distribution, planning, manufacturing, and the purchasing
.organizations along the supply chain operated independently. These organizations have their
own objectives and these are often conflicting. Marketing’s objective of high customer serv-
ice and maximum sales’ dollars conflict with manufacturing and distribution goals, Many
manufacturing operations are designed to maximize throughput and lower costs with little
consideration for the impact on inventory levels and distribution capabilities. Purchasing con-
tracts are often negotiated with very little information beyond historical buying patterns. The
result of these factors is that there is not a single, integrated plan for the organization—there
were as many plans as businesses, Clearly, there is a need for a mechanism through which
these different functions can be integrated together.

Supply Chain Management (SCM) is a strategy, through which such an integration can
be achieved. It brings into a supply chain all business units of an enterprise, such as order,
purchase, stock, plan, produce, quantity, transport, market, sell, etc. and homologous fi-

nance activity, personnel management and services, to carry on a coordinated management,

2. Supply Chain Management

The decisions for Supply Chain Management (SCM) can be classified into two broad cat-
egories—strategic and operational. As the term implies, strategic decisions are made typical-
ly over a longer time horizon, These are closely linked to the corporate strategy, and guide
supply chain policies from a design perspective. On the other hand, operational decisions are
short term, and focus on activities over a day-to-day basis. The effort in these types of deci-
sions is to effectively and efficiently manage the product flow in the “strategically” planned
supply chain.



SUPPLY CHAIN & LOGISTICS ENGLISH

There are four major decision areas in supply chain management. (Dlocation, @produc-
tion, ®inventory, and @transportation (distribution), and there are both strategic and op-

erational elements in each of these decision areas.
» Location Decisions

The geographic placement of production facilities, stocking points, and sourcing points
is the natural first step in creating a supply chain. The location of facilities involves a com-
mitment of resources to a long-term plan. Once the size, number, and location of these are
determined, the possible paths by which the product flows through to the final customer are
determined. These decisions are of great significance to a firm since they represent the basic
strategy for accessing customer markets, and will have a considerable impact on revenue,
cost, and level of service, These decisions should be determined by an optimization routine
that considers production costs, taxes, duties and duty drawback, tariffs, local content, dis-
tribution costs, production limitations, etc.. Although location decisions are primarily stra-

tegic, they also have implications on an operational level.
* Production Decisions

The strategic decisions include what products to produce, and which plants to produce
them in, allocation of suppliers to plants, plants to DC’s, and DC’s to customer markets.
As before, these decisions have a big impact on the revenues, costs and customer service lev-
els of the firm. These decisions assume the existence of the facilities, but determine the exact
path(s) through which a product flows to and from these facilities. Another critical issue is
the capacity of the manufacturing facilities—and this largely depends on the degree of vertical
integration within the firm. Operational decisions focus on detailed production scheduling.
These decisions include the construction of the master production schedules, scheduling pro-
duction on machines, and equipment maintenance. Other considerations include workload

balancing, and quality control measures at a production facility.
¢ Inventory Decisions

These refer to means by which inventories are managed. Inventories exist at every stage
of the supply chain as either raw material, semi-finished or finished goods. They can also be
in-process between locations. Their primary purpose is to buffer against any uncertainty that
might exist in the supply chain. Since holding of inventories can cost anywhere between 20 to
40 percent of their value, their efficient management is critical in supply chain operations. It
is strategic in the sense that top management sets goals. However, most researchers have
approached the management of inventory from an operational perspective. These include de-
ployment strategies (push versus pull), control policies—the determination of the optimal
levels of order quantities and reorder points, and setting safety stock levels, at each stocking

location. These levels are critical, since they are primary determinants of customer service
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levels.
* Transportation Decisions

The mode choice aspect of these decisions is the more strategic one. These are closely
linked to the inventory decisions, since the best choice of mode is often found by trading-off
the cost of using the particular mode of transport with the indirect cost of inventory associat-
ed with that mode. While air shipments may be fast, reliable, and warrant lesser safety
stocks, they are expensive. Meanwhile shipping by sea or rail may be much cheaper, but
they necessitate holding relatively large amounts of inventory to buffer against the inherent
uncertainty associated with them. Therefore customer service level and geographic location
plays vital roles in such decisions, Since transportation is more than 30 percent of the logis-
tics costs, operating efficiently makes good economic sense, Shipment sizes, routing and
scheduling of equipment are key in effective management of the firm’s transport strategy,

3. SCM & Technology

In the past years, SCM studies more or less weigh on management itself. For example,
efficient structure of the supply chain should be considered from four aspects;

% To take the customer as the centre

* To emphasize the core business and competition of the business enterprise

% The double that helps to make wins the principle mutually

% To turn excellent the information process

After several years of intensive focus on management itself such as cost containment and
efficiency improvements, SCM has moved into a gentle growth cycle and new directions are
emerging. Wireless and location technologies as well as RFID are some of the most innova-
tive technologies situated to transform the business of moving products around the globe,

In addition to technology, pioneering business processes are contributing to advances in
achieving a customer-driven industry standard. There is still a way to go, but these changes
in progresses and technologies are contributing to the realization of an open, flexible and col-
laborative global supply network.

Intensified levels of collaboration and data integration, as well as customized business
models, are key to achieving the visibility, cost efficiency and speed necessary to meet the
call for an agile supply ecosystem. Organizations that can adapt to rapidly changing demand
and market conditions will remain ahead of the competition and set the standard for the sup-
ply chain of the future. Therefore, being alert to the relative technology advancement and
using them timely in your supply chain is one of the vital aspects to achieve supply chain ex-

cellence,
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New words

procurement n. X, 3K78 , g

throughput n. 478, &7, FHE
strategy n. W&, BB

homologous adj. MR, 21K, —BH, (EY]RIER
“allocation w4y ED, RE . EHL

warrant n. AL, IEXHM, B4, FIE, #E o FHE, BE, #HfE, GHFSEH
retail n. T8

outcome n. F5H, MR

productivity n. 455 J, 4 P8

undertake vz, &$H, HIE, Fif, FiF
conveyance n. &, M=k, BT E
oy

principle n. 0, JRR, JFEE

core n. B, Huls, Bl

competencies n. $¢4&, 8871, (B IfEIERES
guarantee n. {RiE, {RIES, HE, KBS v FiF, #HE
coordination n. WM, JEFN, [F]1%5

strategic adj. GRE&RT, RS L/

accurately adv., 1E#§#h, ¥

stocktaking n. fFEHR&/ S

virtual adj. B8, LR, (PWIEXME, BL K
tax n. B

duty n. %8

tariff n. KBIBLER, BLER, iR E

content n. W2 ,HN%E

inherent adj. B0, EA K

integration n. &, HERK

situate v, i F

ecosystem n. EBRE

shipper n. $£i& A

railroad n, k%

freight n. 554y
_chassisa. %

mitigate v.




