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INTRODUCTION

	1.THE BUSINESS WORLD

	1.1.BUSINESS ORGANIZATIONS 

	THE SOLE TRADER

	A sole trader is the person who carries out business on his/her own; s/he can be generally a retailer, a wholesaler, or a manufacturer.

	Advantages:

	
		full control of the business 

		decisions are taken autonomously 

		profits are not shared with others



	Disadvantages:

	
		unlimited liability

		management continuity issues

		capital to be provided by one person only



	 

	PARTNERSHIPS

	A partnership is an association of two or more people who run business together with a view to a profit.

	Forms of partnerships:

	
		
Limited partnership (some partners have limited liability up to the amount of capital they provide)


		
Unlimited partnership (all partners are personally and unlimitedly liable for the  debts of the company)




	In Italian, a partnership is generally a “società di persone”.

	 

	LIMITED COMPANIES

	The capital of limited companies is divided into shares (stocks in American English). The members have limited liability* corresponding to the nominal value of the shares. The company has a separate corporate liability. 

	There are private and public companies. The name of the first ones is generally abbreviated LLC, Ltd, or Limited. In British English (BE), the name of the latter is abbreviated Plc. In American English (AE) they are called ‘corporations’. Public companies and corporations are generally large companies who offer their shares to the public in the Stock Exchange. In Italian, a company or a corporation is a “società di capitali”.

	 

	Pay attention to the following acronyms :

	B2B – Business to Business (your company sells products or services to other companies)
B2C  – Business to Consumer (your company sells products or services to individuals)

	SME – Small Medium Enterprise

	LLC – Limited Liability Company

	LLP – Limited Liability Partnership

	Corp – Corporations

	Plc – Public Companies (BE)

	 

	GLOSSARY on Business Organizations

	Can you translate them?

	-MANUFACTURERS = ______=>A manufacturer makes any type of goods except food.

	-PRODUCERS = ________=>A producer makes food and things related to the entertainment industry (such as films, radio shows, etc.).

	-RETAILERS = ______=>A person or a firm / business that sells goods to consumers.

	-WHOLESALERS = ________=>A business which sells goods to another business.

	-DEALERS = ________ =>A dealer is a person who buys goods from a producer or a  manufacturer to sell it to wholesalers or retailers. He/she acts on his/her own account.

	-SOLE TRADERS = ________ =>A sole trader is the person who carries out business on his/her own; generally he/she is a retailer or a manufacturer. 

	Please note that for services, we have neither manufacturers nor producers, but providers!

	 

	*GRAMMAR FOCUS

	1.LIABILITY & Responsibility

	To be liable for something means to be responsible by law, e.g. for damages. Liability implies legal consequences.

	To be responsible means to have the competence to perform something or to have competence for something.

	2.BUSINESS is an uncountable noun (therefore singular) if it refers to some “activity”. When, instead, it refers to an “enterprise”, it is a countable noun with a plural ending in -es (businesses).

	Examples:       

	“How is business going ?” – > come vanno gli affari?

	“In Italy there are many small businesses” – > in Italia ci sono molte piccole imprese.

	 

	1.1.1.“Who's Who” in a Company

	C.E.O

	Presidente del Consiglio di Amministrazione 

	A title held often by the Chairperson of the Board of Directors or the President; s/he is the person principally responsible for the activities of the company. If the term CEO is used when no board exists (i.e. when there is only the company's owner), it is used incorrectly as that person is a “managing director”.

	 

	MANAGING DIRECTOR

	Amministratore Delegato       OR Direttore Generale

	The term “managing director” typically refers to a top-level manager who is part of the board of directors and deals with the daily activities of the company. Therefore, s/he is part of the board itself and has to carry out day-to-day tasks. Although it is assumed that “Managing Director” is equal to “CEO”, these two titles are not the same. In some organizations, they certainly are, in fact the members of the board appoint someone they trust within the board to run the daily activities. However, in organizations where no board of directors is present, the terms CEO and Managing directors are not the same. “Managing Director” is a term used in Europe, as well as in India, Australia and New Zealand, but it is rarely used in the U.S. and Canada. 

	 

	BOARD OF DIRECTORS = Consiglio di Amministrazione

	The board of directors is formed by a group of people who administer a company. 

	 

	 

	OWNER/PRINCIPAL = Proprietario/Titolare

	The owner of a company 

	 

	 

	OFFICER = Funzionario / Dirigente (settore pubblico)

	A person who has a position of responsibility in the public sector.

	

	 

	 

	 

	DIRECTORS = Direttore / Dirigente (settore privato)

	In companies, such position is filled by directors (direttori, dirigenti), who may not have executive tasks.

	 

	EXECUTIVE = Amministratore/Dirigente

	A person who has administrative or managerial control 

	 

	 

	MANAGER = Responsabile/Direttore

	A person responsible for a functional area.

	 

	 

	Other positions in a company..:

	ACCOUNTING MANAGER = direttore amministrativo

	AREA MANAGER = responsabile di area

	CO-WORKERS ; COLLEAGUES = colleghi

	MANAGING DIRECTOR'S PERSONAL ASSISTANT (PA) = segretaria di direzione

	FINANCE MANAGER = responsabile finanziario

	HUMAN RESOURCES (HR) MANAGER = responsabile del personale/risorse umane

	KEY ACCOUNT MANAGER = responsabile del portfolio clienti più importanti

	MARKETING MANAGER = responsabile marketing

	PRODUCTION MANAGER = responsabile di produzione

	PURCHASING* MANAGER = responsabile acquisti

	SALES MANAGER = responsabile vendite

	TRAINEE, INTERN = stagista

	 

	*GRAMMAR FOCUS

	1.PURCHASING is pronounced  ˈpɜːrtʃəsɪŋ, therefore, the stress is at the beginning of the word! (for more details see the chapter on Grammar Overview)

	2.You are... IN CHARGE OF / RESPONSIBLE FOR (some activities; e.g., the company’s finance).

	 

	EXERCISE : WHO'S WHO

	Complete the following sentences using the following words 

	managing director            intern                    colleagues            directors

	supervisor                  staff (x2)               superior

	board of directors            subordinates      work-force

	 

	1.Valerie is an important person in our company. She is a member of the ...... 

	2.Peter, a recent university graduate, has been with the firm for a year. He is an  … and is being trained for a managerial position. 

	3.Their ….. is expanding rapidly. They now have over 5.000 employees. 

	4.At least 50% of our ... have been with the company for over 10 years 

	5.…. in an organization generally have more fringe benefits than lower-level managers 

	6.We are a small group in the R&D department. Fortunately I get on well with all my... 

	7.Our telephone operators work under the direction of a ….

	8.I work under Mr. Brown. He's my...

	9.Sheila and Tom work under my authority. I am their boss and they are my....

	10.I am responsible for …. training and development 

	11.A …. is a person of high rank in an organization, usually next in importance to the chairman. 

	(KEYS ARE AT THE END OF THE CHAPTER)

	 

	 

	*GRAMMAR FOCUS

	The word “staff” can either be singular or plural: when it refers to a single employee it is a plural noun; when it refers to the body or unit of a department (or a company) it is a singular noun. 

	 

	
1.2.THE STOCK EXCHANGE

	The Stock Exchange is the central market where it is possible to deal with, buy and sell shares (stocks), bonds and securities. In particular: 

	
		shares (stocks) of companies 

		bonds or securities of local authorities

		government securities

		shares (stocks) and securities of foreign companies



	, which are bought and sold daily in the Stock Exchange.

	The shares can be ordinary, preference and deferred.

	Ordinary shares entitle the holders to profits after the holders of debentures and preference shares are paid. If profits are low, the shareholders get little or no dividend. If profits are high, the shareholders get a high return.

	Preference shares entitle the holders to a fix dividend and are paid before ordinary shares.

	Deferred shares are paid after all other shares are paid. 

	Debentures are fixed-interest securities issued by companies in return for long-term loans. The interest is paid whether the company makes a profit or not.

	Bonds are certificates of debts issued in order to raise money. They can be issued by companies or by states/governments.

	 

	1.Stock Exchange Terminology (and more):

	 

	
		

				ENGLISH

				TRANSLATION

				DEFINITIONS

		

		
				Debentures

				Obbligazioni

				Certificates of debt issued by a company  yielding* a fixed rate of interest.

		

		
				
Bonds 

Government bonds


				
Obbligazioni

titoli di stato


				Certificates of debt issued by a company or by the state, yielding a fixed rate of interest.

		

		
				Dividends

				Dividendi

				Profits which are paid by a company to the persons who own shares in the company.

		

		
				Income

				
Entrata/e 

(nei bilanci aziendali è anche sinonimo di “Utile”)


				The money people or companies earn from their activities; in a company’s Financial Statement it could be an equivalent of “return”.

		

		
				Profit

				Profitto 

				The money that is made from selling goods, after deducting the costs incurred. 

		

		
				Return

				
Profitto/Rendimento

(generalmente riferito a titoli o investimenti)


				The amount of profit people get from an activity or an investment.

		

		
				Securities 

				“Titoli” in generale

				Certificates issued by companies or governments which prove that they borrowed money from the holder and entitle to a fixed rate of interest or to dividends.

		

		
				Shareholder (BE), Stockholder (AE)

				Azionista 

				The person who owns shares (or stocks).

		

		
				Shares

				Azioni (BE), titoli, valori

				Parts of the capital of a company. People who owns shares receive parts of the company’s profits (BE).

		

		
				Stocks 

				Titoli (BE); azioni (AE)

				Shares (AE) OR certificates which indicate the money that is lent to the government at a fixed rate of interest (BE).

		

		
				To be entitled to..

				Avere diritto a

				To have the right to..

		

		
				To entitle

				Dare diritto a

				To give the right to..

		

		
				To yield interests

				Generare interessi

				To give rise to interests.

		

	


	SOURCES: Oxford Advanced Learner’s Dictionary:http://www.oxfordlearnersdictionaries.com/ and Collins Dictiornay: http://www.collinsdictionary.com

	AE= American English; BE= British English

	 

	EXERCISE: THE STOCK EXCHANGE

	Here is a report written by a financial adviser*, some words are missing and are reported at the end of the report. Fill in the missing words.

	
		

				On the basis of the Stock Exchange trend analysis, our client can invest in government bonds if s/he doesn't like risky investments. These offer in fact a fixed ____ of interest and are quite stable. Otherwise, s/he could invest in ____ from a big company. In this way, s/he would become entitled to a rate of dividend which is paid before all other shares are paid. However, ____ could not be very high in case the company did not have a high profit at the end of the year. Therefore, if the client were neither satisfied with the returns of government bonds nor with the ____ of preferred shares, s/he could invest  money in debentures, which are fixed-interest securities issued from Limited Companies in return for long-term loans. This kind of investment would be suitable because there are no risks of instability (except the one of ____ of the company) and, at the same time, because the (fairly good) rate of ____ that is paid whether the firm makes a ____ or not.

		

	


	Words to fill in: bankruptcy, dividends, interest, preferred shares, profit, rate, returns

	(KEYS ARE AT THE END OF THE CHAPTER)

	 

	*GRAMMAR FOCUS

	1)Investment🡪 is written with no “i” between ST and MENT =>INVESTIMENT

	2)ADVICE is a noun; ADVISE is a verb; 

	3.ADVICE is an uncountable noun; “sound advice” means “wise advice”

	4.You can either write “adviser” or “advisor”

	 

	1.3.TRADE AND COMMERCE

	Trade and Commerce are often thought to be the same thing; however, they are not. Trade describes strictly the commercial traffic (i.e. the buying and selling) of things or services. Commerce, instead, refers to the general business activity on a large scale, such as transport, insurance, warehousing, banking, advertising, and trade, of course. 

	 

	EXERCISE : TRADE AND COMMERCE: choose the correct answer

	1      a)Trade is a branch of commerce, whereas commerce is a branch of business.

	b)Commerce is a branch of Trade, while Trade is a branch of business.

	 

	2      a)The scope of commerce is wider than the scope of trade.

	b)The scope of trade is wider than the scope of commerce.

	 (KEYS AT THE END OF THE CHAPTER)

	 

	1.3.1.Sales Conditions

	Any business offer must contain the following information:

	
		Time (e.g. delivery time, delivery terms etc.)

		Place

		Type and quality of goods

		
Weight (optional)


		Packing

		Price

		Payment terms



	The above is normally referred to as a QUOTATION*. 

	 

	*GRAMMAR FOCUS

	In business terms, a “quotation” is a synonym of “estimate”. Therefore, do not translate quotation with “quotazione”, but with “offerta” or “preventivo”.

	 

	a.Time of delivery

	
		immediate delivery (fast; as soon as possible)

		prompt delivery (for example, after receipt of an order)

		on an established time (on term)



	 

	b.Place of delivery

	 

	1.3.1.1.INCOTERMS 

	Incoterms are International Commerce Terms that determine the rights and obligations of a buyer and a seller in international sales and concern the delivery of goods. Therefore, INCOTERMS refer to the transfer of risk from the seller to the buyer and the related transport costs. They were firstly introduced in 1936 by the International Chamber of Commerce and are currently used by most companies which operate on a global scale. The last updated version is Incoterms 2020.

	 

	Incoterms used for any mode transport:

	EXW : ex works = franco fabbrica

	The goods are left outside the exporter’s premises*; the transport costs (and all risks) are borne* by the importer.

	FCA : free carrier

	The goods are consigned to the carrier which will transport them up to the importer’s country.

	CPT : carriage paid to

	The exporter pays for the transport up to a certain place/town (this INCOTERM usually refers to road transport).

	CIP : carriage and insurance paid to

	Similar to CPT + insurance for loss and damage to the goods during transport

	DAP : delivered at place 

	The exporter pays for the transport and for the insurance of the goods up to a certain place of destination (such as: the importer’s premises/warehouse..).

	DPU: delivered at place unloaded

	Similar to DAP but the exporter will also unload the goods at the place of destination.

	DDP : delivered duty paid

	The exporter pays all transport costs and customs duties and taxes, and bears all risks. It is the most expensive INCOTERM. In business jargon, it is commonly referred to as “delivered to (my) door”. 

	 

	Incoterms used for waterway transport only:

	FAS : free alongside ship 

	The goods are left alongside the ship (e.g., on a quay*) before embarking.

	FOB : free on board

	The exporter pays for the transport of goods up to the closer port of departure and loads the goods on board.

	CFR : cost and freight

	The exporter pays for the transport of goods up to the port of destination

	CIF : cost, insurance and freight.

	Similar to CFR + Insurance for loss/damage in transit

	Remember: when issuing a quotation, do not write only “our prices are FOB”; always put the name of a city (port, or airport) after the INCOTERMS! (ex: FOB Naples; CIF New York etc.) 

	 

	 

	 

	*GRAMMAR FOCUS

	1)To bear (born / borne) costs/risks = sostenere costi (rischi) =>transitive verb

	2)To incur (incurred/incurred) some expenses = sostenere / incorrerre in / esporsi a delle spese =>transitive verb

	3.We'll pay for the costs incurred = pagheremo i costi sostenuti =>intransitive verb

	4.The “premises” refer to the “site” or location of a company; for example, its production plant, offices or warehouse.

	5.The word “quay” is pronounced like “key”.

	6.In business (or better, in accounting) there is a big difference between “costs“ and “expenses”. Let's see why..

	 

	ENGLISH      ITALIANO      EXPLANATIONS

	
		

				Costs 

				Costi 

				Costs are normally borne (or: costs incur) in order to carry out the company's core business (or main activities) and have  correspondent revenues. Revenues come from the business sale of products or services. Examples: costs of raw material, costs of transport..

		

		
				Expenses

				Spese

				Expenses are not the result of the production cycle (either of products or services). They normally relate to side activities, such as travel expenses; legal expenses, etc.

		

	


	 

	EXERCISE ON INCOTERMS

	Find out the right INCOTERM followed by a city name:

	1. Your company will send the goods up to the port of departure and will place them on the port’s quay. Your company is based in Singapore, the port of arrival is Naples. Your prices are....

	2.You bought costly items and ask for an immediate delivery by airfreight to your country. Your company is based in Rome, the producer in Paris. Prices will be...

	3.You (based in Frankfurt) ask your supplier for an all-inclusive price, but the exporter (based in Taipei) will not pay for customs duties. Prices will be...

	4.You (based in Livorno) bought uninsured bulky products from Shanghai. You asked for a price which includes delivery up to your city (not necessarily your premises). Prices will be...

	 

	c.Type and quality of goods

	
		referring to a catalogue description

		referring to a sample**

		referring to a specific quality standards according to the ISO regulations

		referring to technical data sheets 



	 

	**Different ways of saying “Campione”

	
		

				Sample

				Campione (un articolo; un prodotto); “free sample” (campione gratuito)

		

		
				Pattern

				Campione (disegno, stampa o stoffa): motivo, modello (cartamodello..)

		

		
				Specimen

				Campione (nel significato di “esemplare” oppure inteso come “modello” nei documenti)

		

	


	 

	1.3.1.2.Quality Claims

	Quality issues may unfortunately happen and they may involve the goods arrived in bad conditions (see also the paragraph titled “transport complaints”); goods not compliant with national or international standards, or goods which do not conform to the samples the customer had previously received. Therefore…

	In some (unfortunate) cases, the goods may arrive at* the point of destination…

	
		

				Broken

				Rotto/ spezzato/ in pezzi

		

		
				Cracked

				Spaccato / incrinato 

		

		
				Damaged*

				Rovinato / avariato / guasto

		

		
				Faulty

				Non funzionante / difettoso / imperfetto

		

		
				Ruined 

				Rovinato / danneggiato (più figurativo)

		

		
				Melted

				Sciolto (dal calore)

		

		
				Rotten (perishable goods only)

				Marcio

		

	


	 

	In all cases, you might have to follow the company’s policy on quality claims, which may require to replace unsatisfactory items; offer discounts; suggest a meeting with the customer in order to discuss the quality issues, and give reasons to the customer, or explain why the company had to change/lower the quality of the products. Finally, you may even refuse the claim. All the above suggestions depend on the type of  company you work for; if your company is a retailer (i.e. not a manufacturer) quality claims might be handled in different ways from the ones suggested above. For example, your company could ask the importer to address his/her complaints to the manufacturer and refuse the claim.

	 

	*GRAMMAR FOCUS

	1.DAMAGES / DAMAGE 

	Damage (= “danno/i”) uncountable noun (e.g. “there was considerable damage to the goods”)

	To damage (= “danneggiare/rovinare”) verb (e.g. “the goods were badly damaged”)

	Damages (= “risarcimento danni”) countable noun, always plural. Damages are claimed if someone caused harm or injury (e.g. “if you deliver the goods by the established date, we will sue you and ask for damages”)

	 

	2.ARRIVE IN / AT

	ARRIVE IN + CITY/COUNTRY (e.g. “arrive in Italy”, “arrive in Rome”)

	ARRIVE AT + (any other location: e.g. “arrive at your factory”; “arrive at the port”)

	 

	d.Weight

	The weight of the goods can be:

	
		gross weight (weight of the goods plus packing)

		net weight (weight of the goods)

		tare (weight of the packing)



	 The weight can be expressed in Kilograms / Tons / Pounds / Grams.. depending on the type, the nature of goods and the country where goods were packed.

	 

	e.Packing

	For “PACKING” we generally mean the way goods are packed (i.e. prepared) for shipment. Packing should be safe and appropriate with regard to the nature of goods and of the transit time.

	Little Glossary on Packing

	
		

				Boxes

				Scatole, (piccoli) contenitori

		

		
				Canvas sack

				Sacchi di tela

		

		
				Cases

				Contenitori

		

		
				Coils / bobbins

				Bobine

		

		
				Container

				Container

		

		
				Crates

				Cassette di legno

		

		
				Pallets

				Pallet

		

		
				Refrigerated container

				Container frigorifero

		

		
				Sack

				Sacco 

		

		
				Shrink-wrapped + packing 

				(imballo) in materiale termoretraibile

		

		
				Tank

				Cisterna, serbatoio

		

		
				Loose (no packing at all; e.g. corn on a truck's trailer)

				
Sfuso

 

 


		

	


	 

	Pay attention to the difference between "packaging" and "packing":

	
		

				Packaging

				Material that is used to hold or protect things so that they can be moved or sent somewhere.

		

		
				Packing

				The wrapping material around a consumer item that serves to contain, identify, describe, protect, display, promote and otherwise make the product marketable and keep it clean.

		

	


	 

	Therefore..

	
		

				Packaging

				Confezione; confezione regalo 

		

		
				Packing

				Imballo, imballaggio, confezionamento

		

	


	 

	Containers, Boxes, or Packing can be...

	
		

				Fireproof

				Ignifugo

		

		
				Lined with protective material

				Ricoperto di materiale protettivo

		

		
				Padded

				Imbottito

		

		
				Refrigerated 

				Refrigerato (celle; container etc.)

		

		
				Waterproof

				Resistente all’acqua

		

	


	 

	f.Price

	All information concerning prices includes: the unit price and the total price, the currency used (if applicable), the terms of payment, and discounts, if any. It is obvious that the final price will be influenced by the chosen INCOTERM. As a matter of fact, export prices may include transport costs. Therefore, the higher the transport costs, the higher the export prices. For example: a FOB Ancona price will be higher than an EX WORKS Ancona price, which, however, will be far lower than a DDP Sydney price! For this reason, some exporters prefer issuing EX WORKS prices and adding the transport costs separately, in the invoice. In this way, they can show their “real” prices, unaffected by the transport freight. Not all importers like this, as the export prices of their different suppliers are not be comparable.

	Any quotation can be issued by writing a simple line (indicating the price of the goods) in the body of an e-mail or a letter, or by means of a pro-forma invoice. A proforma (or pro-forma) invoice is a document which states the seller’s commitment to provide  goods or services to the buyer at certain prices. It looks like a regular invoice, but its name and numbering system are different. It is generally issued for quotation, customs or bank funding purposes. In proforma invoices no VAT is added.

	 

	EXAMPLE OF A PROFORMA INVOICE

	
		

				Company's logo

				PRO-FORMA INVOICE

		

		
				Page: 1

		

		
				
Bill to

Name:

Company name:

Address: 

State:

Phone No:


				
Date: 

Invoice no:

Customer ID:


		

		
				
Additional information for customs

Country of origin

Port of loading

Port of discharge

AWB/BL:

Reason for export:


		

		
				
Ship to:

Name:

Company name:

Address: 

State:

Phone No:


				
Shipment information:

Purchase Order no:

P.O. date:

L/C no:

Payment terms:

Est.shipment date:

Mode of transportation:

Transportation terms:

No of packages:

Est. net weight:

Est. gross weight:

Carrier:


		

		
				Item/Part number

				Description

				Unit Price

				Quantity

				VAT

				Total Price

		

		
				 

				 

				 

				 

				 

				 

		

		
				 

				 

				 

				 

				 

				 

		

		
				 

				
Subtotal

Subtotal VAT

Handling

Other


				 

		

		
				 

				Total

		

	


	 

	 

	 

	EXERCISE ON A PROFORMA INVOICE

	Fill in the proforma invoice above with the information provided here below. Invent some missing details (e.g. phone numbers etc.).

	 

	Information to fill in the proforma invoice:

	
		

				
Tre Elle snc is a small firm located in the industrial area of Jesi, Ancona (ZIPA, Via dell'Industria 54/A 60131). Tre Elle is specialised in the production of high-quality tiles. They recently sold a huge amount (500.000 pieces, mod. AP1458 “Blue Marine”, unit price € 5,40) to House Refine Ltd, with headquarters in Sydney, Australia (New South Wales, 586, Queen's Ave., EC145Z; Customer number: 125) and a warehouse in Brisbane (Queensland, 1245, London Ave., AW125Y, contact person: Mary Steeve), who placed the order number 14 on 14th March and will pay by L/C n.123RT at 60 days. The goods will be packed in 20 lined cases and will be put on 4 pallets, 250 Kg each. The goods will leave the port of Ancona on 31st March. The carrier “Saima Avandero” will be at Tre Elle's premises to load the goods on their truck, then the goods will be placed on board and the customer will take care of the remaining duties and charges. The ship “Caroline”, is expected to arrive at destination one month later. € 1.000 will  be charged as handling fees.

 

Other relevant information:

Date= invent a logic one; Invoice number= 15; AWB or B/L (choose the correct one)= AY7581W; Est. gross weight= calculate it; Est. net weight= calculate it (consider that one pallet weighs 50 Kg).


		

	


	 

	g.Payment terms (see par. 1.3.2 for more details)

	The most reliable forms of payment in international business are:

	
		Payment in advance (also referred to as “payment upfront”)

		
(irrevocable) Letter of credit (at sight; at 30/60.. days). The letter of credit is a form of documentary credit where the shipping documents (which give title to the goods) are handed over to the importer by his/her bank (the “issuing bank”) as soon as the seller's bank (the “advising bank”) has verified their conformity and has sent them to the importer’s bank. This is the most expensive, yet reliable, form of payment in international commerce, after advance settlement.


		Documents against payment: the goods are shipped ahead, then the shipping documents, which give title to the goods, are handed over to the importer when s/he pays through his/her local bank.



	 

	1.3.2.Payment in Foreign Trade

	The method of payment depends on many variables, such as payment security, risks involving the importer's country; overall economic situation; importer’s financial stability, and so on. Payment also depends on the relationship between the seller and the buyer and their negotiation power.

	 

	Little Glossary on Payments

	
		

				To pay; to make the payment

				Pagare

		

		
				To effect payment

				Eseguire/effettuare il pagamento

		

		
				To arrange for payment

				Dare disposizioni di pagamento

		

		
				To settle; to arrange for settlement

				Pagare il saldo; saldare

		

		
				To pay IN cash; in advance

				Pagare in contanti; in anticipo

		

		
				To pay BY cheque/check; by draft*; by bill of exchange*; by bank transfer/wire

				Pagare con assegno; cambiale tratta; pagherò cambiario; bonifico bancario

		

		
				The invoice is due; is overdue; was due last...

				La fattura è in scadenza; scaduta; scaduta lo scorso..

		

		
				Outstanding** invoices

				Fatture in scadenza

		

	


	 

	*In international trade these forms of payment are rarely used

	 

	**OUTSTANDING Vs. OUTSTANDING

	Be careful with this word. When it refers to invoices, it means “UNSETTLED, UNPAID”, but if it refers to products, services, or performance in general, it means “FANTASTIC, EXCELLENT”!

	 

	Payment can be made (effected) :

	
	
- IN ADVANCE by bank transfer or in cash.


	
- by BANK TRANSFER at 30 (or 60, 90) days from the date of the invoice or from the receipt of the order: the importer's bank instructs its correspondent bank to pay a certain sum into the seller's account.


	
- by DOCUMENTS AGAINST PAYMENT (see scheme 1 below):  this method of payment is basically an arrangement under which an exporter uses a bank as its "agent" in collecting payment from a buyer located overseas. In practice, the exporter  instructs a bank to hand over the shipping documents (which are documents of title of the goods) to the importer only when the importer pays in full. Payment can be made by bank transfer or by signing a draft (the latter is far less common nowadays). In practice, after shipping the goods, the seller submits a demand for payment and sends the relevant shipping documents to the bank. The exporter's instructions will provide details on how to release the documents to the buyer upon the buyer’s payment. The seller’s bank will send the documents and the collection instructions to a branch or correspondent bank in the buyer’s country. This method of payment is also called “cash against document”.




	 

	Documents against Payment:

	 

	The goods are shipped, but are NOT delivered to the importer! The shipping documents, which give title to the goods, are shipped and handed over to a forwarding agent which will give them to the importer when it pays to its local bank. Afterwards, the goods will be “released” to the importer, normally by a forwarding agent or the customs.

	 

	
	
- by (IRREVOCABLE) LETTER OF CREDIT (see scheme 2 below): A letter of credit is a promise to pay. Banks issue letters of credit in order to ensure exporters that they will be paid as long as they proceed and issue documents as instructed. With this method of payment, banks act as impartial parties between the importer and the exporter in order to guarantee that the payment will be made when their conditions are met. Therefore, the importer opens a credit with its bank (known as the issuing bank). The importer's bank notifies the exporter's bank (namely the advising bank). The exporter's bank informs the exporter of the opening of the credit. When the goods are ready for shipment, the exporter gives the documents (such as the commercial invoice in more copies; the transport documents; other documents and certificates, if requested, such as the packing list, the certificate of origin, etc.) to the advising bank which, after verification, will forward them to the issuing bank. After checking all documents, the issuing bank will release the credit. The exporter receives the credit in its account (if it opened an account with the advising bank) or in any other account indicated. The documentary letter of credit is the most widely used method of payment in export trade thanks to the guarantees it offers to both the exporter and the importer. In fact, it is quite common on first orders and new customers or with customers operating in “risky” countries. However, it is also the most expensive form of payment and should not be used with a long-standing clientele. 


	
- CHEQUES (CHECKS), DRAFTS and INTERNATIONAL BILLS OF EXCHANGE are not very used in foreign trade, as they basically do not protect the seller against non-payment.




	 

	 

	EXERCISE ON METHODS OF PAYMENT

	If you receive these messages from your supplier, what do they mean? Explain in Italian  the method of payment chosen in the following cases.

	
		

				You will effect payment in advance and we will send you the goods as soon as we receive the money.

				 

		

		
				Please send us a bank receipt confirming the money transfer and we will ship the goods immediately.

				 

		

		
				We will send you the goods as soon as our bank transmits your documents to us.

				 

		

	


	 

	OTHER EXERCISES ON METHODS OF PAYMENT are at the end of par. 1.3.4.1, “Transport Documents”, as the opening of a L/C requires a deep understanding of several documents, which will be introduced in the next paragraphs.

	 

	1.3.2.1.Credit Insurance

	Credit insurance protects the exporter's business against both commercial and political risks which are beyond its control and allows to extend credit to new customers. Insuring credit implies minimizing the risk of sudden or unexpected customer insolvency. 

	Credit insurance companies allocate each customer a grade that reflects the health of the customer's activity and the way it carries out business. On the basis on such risk assessment, each customer is granted a specific credit limit up to which the seller (i.e. the insured company), can trade. In other words, the credit limit determines the maximum amount at which the exporter can sell its products or services. Therefore, if something goes wrong, the exporter will be able to claim a sum up to the credit limit obtained. 

	For example: if A has obtained credit insurance on its sales to B up to € 150.000, this means that if A sells goods for € 50.000, the whole amount will be insured. Therefore, if B does not pay its debt when due, the insurance company will pay A the amount of € 50.000 (less administration fees).

	Such limit can be revised upward or downward as new information becomes available.

	In return, the credit insurance company will ask for a percentage on the insured turnover at the end of every year.

	For example: if on 31st December A's turnover is € 100.000, of which € 85.000 is insured, A will have to pay a certain fee to the credit insurance company calculated as a percentage on € 85.000.

	 

	Which kind of information is considered when determining a company's credit worthiness? In other words: which are the values that credit insurance companies consider when determining whether a buyer is “trustworthy” or not?

	An insurance company takes a great deal of information into consideration when determining how a company (i.e., a prospective customer) manages its risk. This is the breakdown of what an insurance company generally considers:

	
		Payment History => How well the buyer has effected payments on its outstanding debt in the past 

		Outstanding Debt => How much debt the buyer currently has 

		Credit History Length => How long the buyer has had a line of credit 

		Pursuit of New Credit => If the buyer has applied for new lines of credit recently 

		Credit Mix => The types of credit the buyer has asked for



	To improve its credit grade, a company should: make payments on time, pay bills, taxes and fines/fees as agreed; not apply for too many lines of credit at the same time; not have too many long-standing debts.

	 

	EXERCISE ON CREDIT INSURANCE

	Imagine that you trade with the following companies:

	-Brenda & Brendon Ltd (UK)

	-Little Tommy Inc. (US)

	-Shang Sheng Inc. (China)

	Your invoices to Brenda & Brendon, all covered by insurance, amount to € 100.000/year. 

	Little Tommy and Shang Sheng are not insured and you issue invoices for a yearly amount of € 300.000.

	Your annual turn-over is € 600.000  (domestic + international )

	Complete the following tasks: 1.Determine how much you pay to your insurance company on a yearly basis (fee: 2.5%); 2.State any other relevant details.

	 

	1.3.3.Import-Export Documents 

	
	
- The PROFORMA invoice (as introduced above) is a sample invoice issued for customs purposes or when the importer needs to submit it to his/her bank (in the documentary credit process, for instance).


	
- The most important document in business is the COMMERCIAL INVOICE which indicates the date of issue; the name and address of the buyer and of the seller; the order it refers to; the quantity; the type and price of goods; the delivery and the payment terms. 




	 

	 

	 

	 

	 

	 

	 

	EXAMPLE OF A COMMERCIAL INVOICE

	
		

				Date of Export

				Terms of Sale

				Reference

				Currency

		

		
				01/02/20XX

				DAP

				56/15

				USD

		

		
				SHIPPER / EXPORTER 

				CONSIGNEE

		

		
				
Phone Innovations Inc.

4568 Renault Drive

Fort Lauderdale, FL, 33024

Ph. +1 954-333-8888  

USA


				
James Bond Import/Export Ltd.

34 Victoria's Str.

London

EC2W 0AB

UK


		

		
				COUNTRY OF ULTIMATE DESTINATION

				IMPORTER (if different from consignee)

		

		
				UK

				-

		

		
				
INTERNATIONAL AIRWAYBILL NUMBER

AY123456US


				-

		

	


	 

	
		

				
FULL DESCRIPTION OF GOODS

(description  / HS number)


				
COUNTRY

of manufact.


				QUANTITY

				
WEIGHT

(in LBS.)


				
UNIT 

 

VALUE


				TOTAL VALUE

		

		
				TW1 Rose telephones (HS 45698)

				US

				10

				'0.3

				25

				150

		

		
				AR3 Black telephones (HS 45698)

				CN

				2

				'0.4

				10

				20

		

		
				Sub-Total

				 

				12

				'0.7

				-

				170

		

		
				TOTAL NO. OF PACKAGES

				FREIGHT

				25

		

		
				1

				INSURANCE

				0

		

		
				These commodities were exported in accordance with Export Administration regulations.

				TOTAL VALUE

				195

		

	


	 

	EXERCISES ON COMMERCIAL INVOICES

	1a.Describe the above commercial invoice in all its parts:

	-Phone Innovations is… 

	-James Bond Import/Export is…

	-The goods will be delivered …

	-We understand that the goods will be shipped by …

	-The document of transport number is …

	-The buyer is importing telephones which are either manufactured in …

	-The seller is charging $ 25 to the buyer for …

	-The “HS” number is …

	1b.Reply to the following questions:

	a.The sales term is DAP. Where will the goods be handed over? 

	b.If the sales term were FCA, where would the goods be handed over?

	c.Can the Incoterms DAP and FCA apply to air transport? Why?

	 

	2.On the basis of the following pro-forma invoice, indicate:

	-Who the buyer is

	-Who the transport company is

	-The INCOTERM

	-Are the goods dispatched up to the customer's warehouse or production plant?

	-Method of transport 

	-Method of payment

	-Is there any information missing?

	-If it were a commercial invoice, which information would be different?

	
		

				PROFORMA INVOICE

		

		
				
Shipper*

Outdoor living International

850 NY Street, NW

Washington DC 20000

Ph. 202-856-7845

Fax 202-856-7111


				
Proforma Invoice No.                 Date

         125a                              Sept.14, 20XX


		

		
				
Customer Ref.                              Date

          24                                 Sept. 10, 20XX


		

		
				
Terms of Sale

CPT Buonaventura, Colombia (Incoterms 2020)


		

		
				
Customer 

Gonzalez Y Cortega Survival

Apt.do. Postal 789

Bogota, Colombia


				
Ship Via                            Est. Shipment Date

     Air                               60 days from receipt of order and L/C


		

	


	 

	 

	 

	
		

				
Item Code

AA270

BA258


				
Quantity

500

600


				
Description

Water Filters, carbon

Ultra-violet water filers

 

Total EX WORKS Washington DC

 

Export processing, packaging, inland freight and forwarder's handling charges

 

Total FCA, Washington Dulles Airport 

 

Estimated Airfreight and insurance


				
Unit price

$50.00

$59.28


				
Total price

$ 25,000.00

$ 35,570.00

 

$60,570.00

 

$3,100.00

 

 

$63,670.00

 

$2,960.00

 

$ 66,630.00


		

		
				 

				 

				
Total Est.CPT Buen Aventura, Colombia

 

Est.Gross weight 9,360 lbs

Est.Cube 520 cu.meters

Export packed 4,212 kg

Export packed 15.6 cu.meters


				 

				 

		

		
				
 

Prices quoted herein are valid for 60 days from Sept.14, 20XX

Any changes to shipping costs or insurance rates are for account of the buyer


		

	


	*in this proforma invoice, the term "Shipper" is a synonym of "Seller / Exporter"; NOT of

	"transport company"!

	 

	-The CERTIFICATE OF ORIGIN is a certificate issued by the local Chamber of Commerce. It states that the goods are of Italian (or EU) (preferential) origins. It is normally issued upon request of the importer. The certificate must contain: the description of the goods, the packing, the seller’s and buyer’s address, the means of transport, the Incoterm applied, the invoice number. All information must be identical to the information described in the invoice. Certificates of origins are issued with a sequential number. The local Chamber of Commerce will provide ahead (in advance) several blank (although numbered) copies to those who request them. They have to be typed (not hand-written) and no corrections are allowed. If any copy gets lost, the loss must be reported to the Chamber of Commerce. If something is accidentally mistyped, that certificate must be shredded, but it must reported and brought to the local Chamber of Commerce. The C.O. must be stamped and signed by the company’s legal representative and brought to the Chamber of Commerce for approval (which consists of a signature and a dry stamp), together with copies of the commercial invoice it refers to.

	 

	EXAMPLE OF A CERTIFICATE OF ORIGIN

	
		

				
1.Exporter

 


				
Certificate No.

 

CERTIFICATE OF ORIGIN

OF

________________


		

		
				
2.Consignee

 

 

 


		

		
				
3.Means of transport and route

 

 


				
5.For certifying authority use only

 

 

 

 

 


		

		
				4.Country / region of destination

		

	


	 

	 

	 

	 

	
		

				6.Marks and numbers

				
7.Number and kind of packages: description of goods

 

 

 


				8.H.S. Code

				9.Quantity

				10.Number and date of invoice

		

		
				
11.Declaration by  the exporter 

The undersigned hereby declares that the above details and statements are correct, that all the goods were produced in China and that they comply with the Rules of Origin of the People's Republic of China

 

 

…........................................

Place and date, signature and stamp of authorized authority


				
12.Certification

It is hereby 

certified that 

the declaration 

by the exporter 

is correct.

 

 

 

…....................................

Place and date, 

signature and 

stamp of certifying authority


		

	


	EXERCISE ON A CERTIFICATE OF ORIGIN

	1.On the basis of the following information, fill in the above certificate of origin. If some details are missing, invent them.

	2.Where will the exporter sign? 

	3.Where will the officer of the Chamber of Commerce sign? 

	Information:

	
		

				
Shen Shun Import Export Ldt (Blank Industrial Park 12578 Shanghai) sold 1.500 kitchen exhaust hoods (unit price: € 120,00) to Milla snc (Via del Pescatore 14, Porto Potenza Picena, MC). The customs code, necessary for exportation, is 145PO. The hoods were placed on boxes (1 box = 1 hood) on 27 pallets altogether (each pallet was marked 1258). A full 1-ton container was loaded. 

Additional Information: 

Pre-stamped certificate of origin n.: 1458/14; Invoice no. 35 of 19/04/20XX. 

The legal representative of “Shen Shun Import Export” is Shon Shuan Zen. At the Chamber of Commerce, Yon Xuo stamped and signed the certificate.


		

	


	 

	-Finally, the TRANSPORT DOCUMENT (such as the bill of lading, the consignment not [CMR] or the airway bill) must be sent along with* the goods. In some cases, the transport document is a title of possession of the goods (see below for more details).

	 

	*GRAMMAR FOCUS

	along with = together with

	 

	1.3.4.Transportation

	Choosing the mode of transport does not mean using the cheapest or the quickest form of transport available, as several considerations have to be taken into account. In fact, all the following aspects must be considered when shipping goods: the nature of goods (e.g. whether the goods are perishable or not – perishable goods nowadays can be transported by sea, by reefer containers); the size of the load (bulky goods cannot be sent by airfreight, for instance); the cost of the transport (which affects directly the price of the goods); the value of the goods (expensive and high-value goods should be transported by air, not by sea, for instance); the urgency; the distance involved (overland journeys of up to 200 Km should require road transport, for example).

	 

	GRAMMAR NOTE

	Dispatch Vs. Deliver

	
		

				“goods dispatched on..”

				It refers to the date when the goods were sent 

		

		
				“goods delivered on..”

				It refers to the date when the goods arrived

		

	


	🡪 You can either write “to send” or “to ship” the goods when you mean that  you dispatch the goods, regardless of the method of transport you choose. 

	 

	Little Glossary on Transportation

	ENGLISH                                    ITALIANO

	
		

				To deliver

				Consegnare

		

		
				To dispatch / despatch

				Spedire

		

		
				To send

				Spedire (generico)

		

		
				To ship

				Spedire (per qualsiasi forma di trasporto)

		

		
				ETA: Estimated Time of Arrival

				Data presunta di arrivo merce

		

		
				DOA : Dead On Arrival

				Il prodotto è arrivato rotto/guasto (attenzione! Non si usa in tutti i settori)

		

	


	 

	How to say “VIAGGIO”...

	
		

				Flight

				Viaggio aereo

		

		
				Journey

				Viaggio via terra

		

		
				Travel*

				Viaggio, intesto come “il viaggiare”

		

		
				Trip

				Viaggio breve

		

		
				Voyage

				Viaggio via mare

		

		
				To travel

				Viaggiare 

		

		
				To fly

				Viaggiare in areo

		

	


	 

	*GRAMMAR FOCUS

	The word “travel” is often used in compound words, such as “travel documents”, “travel agency”, “travel expenses”, etc.

	 

	Land transport

	
		ROAD : by trucks (AE) / lorries (BE), vans, refrigerated carriers, containers, tankers



	Advantages: flexible, fast, can reach places inaccessible to the railway

	Disadvantages: expensive, polluting, affected by traffic and weather conditions

	 

	Little Glossary on Road Transport

	
		

				Courier

				Corriere espresso (DHL, UPS, TNT...)

		

		
				Carrier

				Vettore 

		

		
				Forwarder / forwarding agent

				Spedizioniere

		

		
				Truck (AE), Lorry (BE)

				Camion

		

	


	 

	
		RAIL



	Advantages: not polluting, fast on long distances, quite economical

	Disadvantages: not flexible, more handling of goods

	 

	Air transport 

	
		AIRFREIGHT



	Advantages: high speed, no risks of damage in transit

	Disadvantages: very high freight charges, polluting

	 

	 

	Sea Transport

	
		container SHIPS

		bulk CARRIERS



	Advantages: any weight and size of the goods, freight charges quite low

	Disadvantages: length of time, risks of damage (or loss) in transit, polluting

	 

	SEALS

	Security seals are used to seal shipping containers or trucks to provide security against thefts or contamination. They are used to secure against intrusion. The carrier has to write down the security seal number on the transport document.

	 

	EXERCISE ON TRANSPORTATION: SHIPPING FOODSTUFF 

	 

	When exporting Foodstuff, which are the essential aspects to take care of regarding packing and transport?

	 

	 

	 

	HERE IS A DRAFT FOR YOU TO FOLLOW:

	When exporting foodstuffs it is essential to take care of packing and to consider the nature of goods (as it is normally perishable). 

	First of all, it is necessary to avoid any means of transport which could damage the food, therefore  ..................

	 

	Amongst all means of transport, .............. would be the worst to choose, unless the food has undergone a canning process (which means that t is processed food), or unless food is transported by reefer (refrigerated) containers. Otherwise, it would be tempting to send food by ..................

	 

	The use of refrigerated lorries ................................... .

	The use of trains ................. 

	Other factors are also important : …....................

	In conclusion, it is important to take into account many aspects when deciding to ship foodstuffs; first of all …......................

	then …...........

	…..................... and only afterwards, is it possible to decide how to transport them.

	 

	 

	 

	REMEMBER, REMEMBER! 

	Use LINKING WORDS, such as: firstly, secondly, therefore, however, in conclusion....

	(KEYS AT THE END OF THE CHAPTER)

	 

	1.3.4.1.Transport Documents

	In international business, transport documents are very important, as some of them represent the title of possession of the goods, which means that they are negotiable. Most of the times, however, transport documents only describe the goods, the packing, the name of the exporter and of the importer and, of course, the transport company’s name and address. They are signed and they bear the stamp of the transport company. The most relevant transport documents are:

	
	
- The consignment note: “CMR”, which is a French acronym of “Convention relative au contrat de transport international de Marchandise par Route”. It is the most important document in road transport. It is not a document of title of the goods and it acts only as a receipt. It is filled out by the carrier. It indicates all relevant information about the goods transported, such as packing, gross weight, net weight, volume, importer's name and address, and exporter's name and address.


	
- The AIRWAY BILL is issued by the airline and it is used in air transport. It is not a document of title.


	
- The BILL OF LADING is used for transport by sea, it is a title of possession of the goods and is a negotiable document.




	Any document of transport may by accepted “with reservation” by the importer. This happens when the importer received faulty, broken, or damaged goods. The claims should be sent immediately to the seller (exporter), who may ask for compensation against the carrier.

	 

	EXERCISE ON TRANSPORTATION AND TRANSPORT DOCUMENTS

	Imagine that you have to ship solid wood (=legno massello) bedroom furniture to one of your customer based in Sydney, Australia.

	Describe the phases of the shipment, in particular:

	
		the kind of letter you would write to the customer

		the packing

		the method of transport that you suggest 

		the necessary documents.



	 

	Here is a draft of the description you could write:

	With a view to shipping solid wood furniture to Australia, it is essential at first to write an “advice of dispatch” to the buyer in order to: inform about................ …...........................................................  and about the packing that was chosen.

	As for the packing, the goods should be packed in................................ 

	In addition, it is necessary to inform the buyer about the means of transport; in this case the only way to transport the goods is..................... In fact, solid wood bedroom furniture consists of a large-sized consignment................. Furthermore, as it is not perishable, ….............….............…............….............…............. 

	Therefore, ….............

	The transport document that is required in this case is.......................................... …......................................................  . Then, if requested by the buyer, ….......... …...............................….............….............…............….............….............

	 

	EXERCISE ON A CMR

	Read the following CMR and fill in the information provided below:

	 

	
LETTRE DE VOITURE INTERNATIONAL   **CMR** INTERNATIONAL CONSIGNMENT NOTE

	
		

				Sender (Name, Address, Country)

				
Customs Reference/Status

 


				 

		

		
				
Sender's/Agent's Reference

 


				 

		

		
				Consignee (Name, Address, Country)

				
Carrier (Name, Address, Country)

 

 

 


				 

		

		
				
Place & date of taking over of goods (place, country)

 

 


				
Successive Carriers

 

This carriage is subject, notwithstanding any clause to the contrary, to the Convention on the Contract for the International Carriage of Goods by Road (CMR)


				 

		

		
				Place of delivery of goods (place, country)

				 

		

		
				
Marks & Nos., No. & Kind of Packages. Description of Goods

 

 

 

Trailer No.:                                         Quantity said to contain:

 

 

 

                                                            Description of Goods

 

THE DRIVER MUST ENSURE THAT THE CONSIGNMENT IS SECURED


				Gross Weight (kg)

				Volume (m3)

		

		
				Carriage Charges

				
Sender's instructions for Customs, etc.

 

 


				 

		

		
				
Reservations

 

 

SEAL No.


				
Documents attached

 


				 

		

		
				Special agreements

				 

		

		
				
Goods Received

 

 

 


				Signature of Carrier

				
Company completing this note

 

 


		

		
				
Place and Date. Signature

 

 

 


		

		
				Copy 1: Sender, Copy 2: Consignee, Copy 3: Carrier

				 

		

	


