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INTRODUCTION

International trade documents are nearly as old as civilization itself. Scien-
tists excavating the ruins of the ancient Sumerian city of Ur discovered that
traders from this prosperous center of the fertile Tigris and Euphrates basin
were regularly exchanging food and woven baskets for spices, precious stones
and utensils made of copper with the seaport trading center of Dilmun and
other parts of the ancient world. They also found thousands of 5000-year-old
clay tablets where scribes recorded cunciform versions of invoices, bills of lading,
receipts for duty/tariff payments and even government-backed letters of credit.
The players in these ancient transactions are very familias:

« An importer (buyer) in Ur who wants 100 copper kettles.

¢ An exporter (seller) in Dilmun who is willing to trade 100 kettles for 500 woven

baskets.

% An international shipping company willing to transport 500 baskets to Dilmun

and 100 kettles back to Ut for a fee (20 kettles or 100 baskets).

¢ The export customs officer (export tax authority) charging a duty (5 kettles or

25 baskets) for goods shipped out of Dilmun.

# The import customs officer (import tax authority) charging a duty (5 kettles or

25 baskets) for any goods shipped into Ur for resale.

The clay records reveal that it only took a few hundred years for additional
parties to be added to the transaction. Also, Sumerian coins, originally made
from sea shells, began to be made from copper and silver and this promoted
their use in international trade.

# With coins came bankers and soon, special clay “envelopes” were made to pro-

tect the clay banking documents that accompanied a shipment.

% To offer protection against loss, insurance companies began to divide a ship-

ment among several different vessels. Clay “insurance policies” recotd these
transactions.

« Since Sumeria was a region based upon law, attorneys became involved in devis-

ing international sales contracts and those too were recorded on clay tablets.

Today, the number of individuals and entities involved in international trade
has grown, and while some would say that trade has become more complex,
others maintain that it is easier, but we’ll leave that question for the histotians.

In this book we introduce all of the present-day players and explain the
documents they generate, secure or require as part of modern international
business transactions.

Edward G. Hinkelman
San Rafael, California
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CHAPTER 1

Introduction to Trade Documentation

DOCUMENTATION LIES AT THE HEART of all international trade transactions. It pro-
vides buyers and sellers with an accounting record; shipping and/or logistics
firms with instructions of what to do with freight; countries of export and
import with regulatory compliance, census and taxation information; and banks
with instructions and accounting tools for collecting and disbursing payments.
This book provides the reader with an explanation of the types of international
trade documentation, examples of the most common documents, documenta-
tion requirements for the top 50 trading countries/regions, checklists, a glossary,
and a resource list. This text, however, is not exhaustive. By various estimates
there are between 10,000 and 100,000 documents used in all facets of interna-
tional trade for all nations on earth. The explanations and examples contained
in this book are intended to give the reader sufficient familiarity and under-
standing of the vast majority of international trade documentation so as to ease
the cross-border trading process in all countries of the world.

What Is a Document?

The word “document” comes from the Latin documentum meaning official
papet. The word also catties meanings of “proof” and “evidence.” Therefore,
a document is an official paper that serves as proof or evidence of something.

In the context of international trade, a document can serve many purposes
including: proof of ownership of a shipment (the negotiable bill of lading),
evidence of the particulars of a sale (the commercial invoice), proof or evi-
dence of the country of origin of goods (the certificate of origin), proof of
insurance coverage (the insurance certificate or document), and reassurance of
the quality or quantity of goods in a shipment (the inspection certificate).

Recently, the definition of document as “official papet” has been expanded
to include non-paper proof or evidence, such as faxes and pure electronic trans-
missions that are never actually printed.

Different forms of the term have distinct meanings in international trade:

B “Document” means an individual document or form.

m “The documents” or “the document package” means a grouping of individual
documents that are required for the export or import of a particular shipment
of goods or for a particular banking transaction,

B “Documentaty” means that documents form the basis for concluding some
agreed upon action or requirement between the parties to a transaction. In
banking, for example, a “documentary credit” is the formal term for “letter of
credit” because the buyer, seller and banks rely upon documentary evidence to
show that an agteement has been fully performed before effecting payment.
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The Purpose of Documents in Infernational Trade

Documents serve a key role to each party involved in international trade.

B TO THE ExPORTER Documents provide an accounting record of a transaction, a
receipt for goods shipped, the means for export clearance of the goods, as well
as information and instructions to the many individuals, companies and gov-
ernmental agencies who transpott, handle, or inspect the shipment.

B TO THE IMPORTER Documents provide an accounting record of a transaction,
assurances that the goods ordered are the goods shipped, and the means for
clearing goods through customs at the country of destination.

B TO THE SHIPPING COMPANY AND FREIGHT FORWARDER Documents pIOVid€ an
accounting record of a transaction, instructions on where and how to ship the
goods, and a statement giving instructions for handling the shipment.

B TO THE BANKS Documents provide instructions and accounting tools for col-
lecting and disbursing payments.

W TO THE INSURER Documents provide a means of evaluating risks, valuing a
shipment and tracing the point of loss in a coverage claim.

B TO THE COUNTRY OF EXPORT AND ITS REGULATORY AGENCIES Documents
provide necessary proof of the right to export, statistical and census informa-
tion regarding the goods exported, and an accounting tool for assessing duties
and fees.

B TO THE COUNTRY OF IMPORT AND iTS REGULATORY AGENCIES Documents pro-
vide proof of the right to import, statistical and census information regarding
the goods imported, evidence that the goods imported will not harm the health
and safety of its citizens, and an accounting tool for assessing duties and fees.

B TO ALL OF THE ABOVE Documents provide proof of ownership of goods at
any time and place throughout the transaction.

Categories of Documents Used in International Trade

There are several broad categories of documents used in international trade.
A category indicates either that the documents are issued by a particular group
(e.g. a shipping or logistics company) or are required by a particular entity (e.g.
a bank or customs authority). In many cases, documents issued by one entity (e.g.
the bill of lading issued by a shipping or logistics company) may be required by
more than one entity (e.g. the importer, the country of import customs authority,
etc.). In other cases, a single entity may both issue documentation as well as
require documentation from other entities (e.g. banks issue documents related
to letters of credit, but may require 2 number of specific documents from both
the importer and exporter).

The following is a brief summary of the broad categories of international
trade documentation. Each will be treated in detail in the chapters that follow.
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TRANSACTION DOCUMENTS
These are the documents the buyer and seller generate to form the basis of
their agreement to sell and purchase specific goods under specific terms and
conditions. The quantity and formality of this type of documentation is greatly
influenced by the nature of the relationship of the buyer and seller as well as
the goods sold.

B Transaction documents include the letter of inquiry, request for proposal (RFP),
proposal, letter of intent, purchase order, contract of sale, pro-forma invoice,
and commercial invoice.

Not all transactions require each of these documents. In the most simple
transactions, the buyer and seller might speak by telephone and agree on terms,
after which the seller simply prepares a commercial invoice.

EXPORT DOCUMENTS
These are the documents required by the export authority of a country. The
quantity and formality of this type of documentation is greatly influenced by the
requirements of the country of export and the nature of the goods being exported.

B Export documents may include export licenses and permits, a commercial
invoice, bill of lading, certificate of origin, export declaration, and inspection
certificate(s). In certain countries an insurance certificate, foreign exchange
documentation and a bank draft may be required.

Not all transactions require cach of these documents. In even the most
simple transactions, however, a commercial invoice, bill of lading, and simple
export declaration are usually required.

TRANSPORT (SHIPPING) DOCUMENTS
These are the documents issued by the shipping line, airline, railroad, barge
operator, international trucking company, freight-forwarder or logistics com-
pany as a receipt and contract for carriage of the goods to the stated destination.
These organizations also issue insurance and inspection certificate(s).

B The key document in international shipping is the bill of lading in one of its
many forms.

NOTE: All international transactions involving the transport of goods require some
form of bill of lading.

IMPORT DOCUMENTS
These are the documents required by the import (customs) authority of a
country. The quantity and formality of this type of documentation is greatly
influenced by the requirements of the country of import and the nature of the
goods being imported.

B Import documents generally include import licenses and permits, a commercial
invoice, bill of lading, certificate of origin, import declaration, and inspection
certificate(s). In certain countries a consular invoice, insurance certificate, for-
eign exchange documentation and a bank draft may be required.

Not all transactions require each of these documents. In even the most
simple transactions, however, a commercial invoice, bill of lading, certificate of
origin, and import declaration are usually required.
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BANKING DOCUMENTS
These are the documents required by the banks participating in an interna-
tional transaction, especially through a documentary letter of credit or docu-
mentary collection procedure. The quantity and formality of this type of docu-
mentation is greatly influenced by the requirements of the exporter and importer,

B Banking documents include the application for letter of credit or documentary
collection, collection otder, draft or acceptance, order to open credit, docu-
mentary credit (numerous types), credit advice, order amendment, amendment
notification, and order of assignment. Related documents include those made
part of a document package for the importer for the import clearance of the
goods in the country of destination.

Not all transactions require each of these documents. In many international
transactions, the banks are only involved in the cashing of a check for the ex-
porter/seller or the forwarding of a bank wire from the importer/buyer.

SPECIALIZED DOCUMENTS
These are documents required for export or import based on special re-
quirements related to the country of export or import or the specialized nature
of the goods being traded.

M Specialized documents include export certifications for natural resource
commodities; import permits for strategic goods such as arms, ammunition and
radioactive materials; health certificate(s) for animals; phytosanitary certificate(s)
for foodstuffs; and forms related to quotas.

Documentation related to specialized goods and trade sensitive countries
provides the greatest challenge to traders. On the other hand, if you are dealing
in non-sensitive commodities, this area will likely never become an issue.

Notes on Document Categories

1. There is a great deal of overlap from one category to another. This is because
many of the same documents are required for business accounting, exporting,
importing, transport, and banking.

2. Because several steps of the trade process require the same documentation (such
as the bill of lading or commercial invoice), documents are commonly issued in
a number of copies, often with a number of “original” copies.

Who lIssues and Requires Documentation?

All parties to an international transaction either issue or require
documentation. The type of documentation issued or required depends upon
the nature of the transaction, the goods/services involved, the countries of
export and import, and the involvement of specialized parties such as banks.

See “Introducing the Parties to International trade Documentation” start-
ing on page 15.



