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Export Marketing-II
MODULE 1:Product Planning and Pricing Decisions for Export Marketing 
· In exports, ‘product planning’ is a term which is used to describe the complete process of bringing a new product or service to a new market. There two parallel paths involved in the export product planning process – one involves the 
· idea generation, product design, and detailed engineering 
· and the other involves 
· market research and marketing analysis.
· Export product planning involves :
· determining which products to introduce into which countries; 
· what modifications to make in the products; 
· what new products to add; what brand names to use; 
· what package designs to use:
·  what guarantees and warranties to give, 
· what after-sales services to offer, and finally, 
· when to enter the market. 
· Product Planning Decision
· The success of product plan depends on the following factors:
· 1. Product line
· 2. Product mix
· 3. Packaging
· 4. Labeling
· 5. Branding
· 6. Service after sale
· 7. Organising for product planning and development, and
· 8. Product research and improvements.
1. Product Line:
· Philip Kotler has defined a product line as, “a group of products within a product class that are closely related, either because they function in a similar manner, are sold to the same customer groups, are marketed through the same types of outlets or fall within a given price range”. For example- a range of detergents, toilet soaps, cosmetics, washing machines, television, cars, etc
· 2.Product Mix:
· It is the entire range of products offered by the company for sale. This may be either related products or totally different products. Anchor Company produces thread, paste, tube lights and bulbs. This is an example of a company producing totally different products
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· 3. Packaging:
· A package is a wrapper or container in which a product is enclosed, encased or sealed. Packaging can be defined as “an act of designing and producing the package for a product”. Now packaging is done according to consumer convenience. For example- in a super market, goods are packed in different sizes and packages that are easy to open and carry.
· 4. Labeling:
· Labeling is the right of consumers in the free market economy, to be informed with accurate and up-to-date information about the content and necessary guidance regarding the use of the product. A significant move in this direction was made by the Union Health Ministry, by amending the Prevention of Food Adulteration (PFA) rules, making it mandatory for all packed food products to carry the special logo, indicating whether it contains any non – vegetarian ingredient.
· 5. Branding:
· Branding is the practice of giving a specified name to a product or group of products from one seller. The brand names of Mercedes Benz, Opel, Maruti, etc., are examples of branding, which help distinguish their product in the market and create individuality. A well promoted brand name has an earned reputation in the market. Examples are Pepsi, Coke, KFC, Mac Donald’s, etc.
· 6. Service after Sale:
· Marketing focuses on the idea of satisfying the needs of the customer, as the customer is considered king in marketing terminology. Marketing approach is a customer oriented approach and in this context, service after sales is very important. The entry of multinationals in the Indian market, has made companies start giving importance to after sales service. For example- Daewoo Motors has a 24 – hour help line. Kenstar mixer grinder is providing 12 years of free servicing, Aqua Guard is giving yearly service, etc.
· 7. Organising for Product and Development:
· Product planning involves decisions regarding the products or services which the firm is to produce and sell. It involves estimating and analysing potential markets, estimating the sales volume, searching and screening new products, budgeting costs, modification of existing products, and scraping of marginal and unprofitable products.
· 8. Product Research and Improvement:
· The success of product planning and development depends on product research and improvement. In other words, product analysis and research is the study of consumer preference, habits and dealer preferences, habits relating to a given product, the market potentiality for a new product, etc. This analysis will help the firm re – design, improve or modify the product mix, as per the expectations and requirements of customers.
Branding
· Branding means giving an attractive name or symbol to the product by which it will be identified in the market and remembered by traders and consumers. It gives independent status and identified in the market and remembered by traders and consumers. It gives independent status and identification to a product and it remains with the product for a long period. Once the brand is used, it becomes an internal part of the product itself. Therefore branding becomes so popular, and common that today hardly anything goes unbranded

· The American marketing association,
· “Brand is a name, term, symbol or design or a combination of them which is intended to identify the goods or services of one seller or group of sellers and to differentiate them those of competitors. It is also known as emblem or stamp put on product”.
· According to Kotlar and Armstrong ―A brand is a name, term, sign, symbol or design or combination of these that identifies the maker or seller of product or service‖.
· At the time of selection of brand if seller considers the following aspects then it stands as successful brand: 
· 1) The name should be benefit suggesting, like soap named Medimix which indicates medical care of skin.
·  2) The name should be easy to remembers, so that consumer can remember it easily at the time of purchase as well as it should be simple and easy to pronunciation like Bata, Surf, Pepsi, Tide etc. 
· 3) Brand should not have dual meaning, and should be easy noticeable
· BRAND POSITIONING
· It refers to creating and maintaining the brand image in the minds of targeted audience/customer
· POSITIONING STRATEGIES:-
·  There are different positioning strategies which can be adopted by the marketer to create that image in the mind of targeted customer. 
·  1. Positioning by Product’s specific features:- Here Marketer emphasis on a specific feature of his product to create image in the minds of the customer. For example, Tata Motors – Indica ev2 India‘s most full efficient car – 25 km/liter. By giving this massage through advertising they are creating full efficiency image of the product.
·  2. Positioning by Price and Quality:- As we are aware the price is a very sensitive element of the product no marketer can charged high price to his product, if charged then there will be reduction in sales. So it is necessary to consider it for positioning. Here manufacturer by giving advertise may create position of the product in minds of the customer. 
· 3. Positioning by user Category:- Here the marketer is trying to emphasis on the users who uses the product and wanted create that image among the people. For example Beauty soap of film star i.e. Lux soap of HLL.
· 4. Positioning by Corporate Image:- It is common base for positioning. Some of the products use their corporate names to position themselves. Generally the products ranging from health care and cosmetics to consumer durables use this type of positioning. For example Tata, Bajaj, Philips, Sony etc often uses their corporate names to leverage their position.
· Austrian company #Red Bull does such a great job with global branding that many Americans assume it’s a local brand and no one can fault that.
· Ditto can be said about #Airbnb, founded in 2008 in San Francisco, California. Today #Airb is the world’s fastest-expanding marketplace with a live directory listing of 1,500,000+ shared properties in 34,000+ cities and growing, worldwide.
· Guess, what’s responsible for this wild fire growth of #Airb – Social media.
· A #globalbrand is a brand with a consistent identity across markets. This identity can be in the form of a name, a logo, a tagline, or a combination of all these identity attributes that differentiates it from competitors. Think Apple. Think Google, Coca-Cola or IBM. Once a universal identity is made, the rest comes easy. There is social media to make it viral and popular among discerning consumers, in any nook or corner of the world.
· Benefits of Global Branding
· Economies of scale in in terms of both production &distribution
· Lower marketing costs
· Laying the groundwork for future extensions worldwide
· Consistent brand imagery across the globe
· Quick to market innovations
· The opportunity to pre-empt local competition and knock you out of other lucrative markets
· Increasing international media reach with the internet as an enabler
· Increases exposure to a popular brand with increased movement of consumers across geographic borders
· Understand Customer Behavior
Walmart’s mistake in choosing sites in China that fell close to business parks where consumers go for work not pleasure. 
· Build a Strong, Consistent Brand Culture
· Go Borderless With Your Communication
· Develop Both a Micro and a Macro Perspective
Even search giant #Google didn’t foresee the exponential growth of the internet and has eventually lost the race to home-grown competitor Baidu. #Flipkart is giving #Amazon a run for its money in India, while #Ola is giving a tough match to #Uber.  #Google is now applying the China lesson to India with the recent launch of its Android operating system and apps (#YouTube) for countries with slow browsing speeds.

· Be An Insider, as well as, An Outsider
· Know Local Cultural Nuances Like the Back of Your Hand
· Leverage Technology
· Know What Your Brand Translates Into
Once, a French cheese brand #Kiri had to change its name to Kibi in Iran because the name connotes “rotten” in the local language and going with that name would have spelled a disaster for the popular cheese brand.
Packaging
· Packaging means the wrapping or bottling of products to make them safe from damages during transportation and storage. It keeps a product safe and marketable and helps in identifying, describing, and promoting the product.
· Packing is the preparation of product or commodity for proper storage and/or transportation. It may entail blocking, bracing, cushioning, marking, sealing, strapping, weather proofing, wrapping, etc. – Business Dictionary
Objectives of packing and packaging
· To Provide Physical Protection
· Packaging of objects insures that they are protected against vibration, temperature, shock, compression, deterioration in quality etc. Packing and packaging also protect the products against theft, leakage, pilferage, breakage, dust, moisture, bright light etc
· To Enable Marketing
· Packing and packaging play an important role in marketing. Good packing and packaging along with attractive labelling are used by sellers to promote the products to potential buyers. The shape, size, colour, appearance etc. are designed to attract the attention of potential buyers
· To Convey Message:
· There is so much of information about the product that a manufacturer would like to convey to the users of the product. Information relating to the raw materials used, the type of manufacturing process, usage instructions, use by date etc. are all very important and should be conveyed to the users. Manufacturers print such information on the packages.
· To Provide Convenience:
· Packing and packaging also add to the convenience in handling, display, opening, distribution, transportation, storage, sale, use, reuse and disposal. Packages with easy to carry handles, soft squeezed tubes, metallic containers, conveniently placed nozzles etc. are all examples of this.
· To Provide Containment or Agglomeration:
· Small objects are typically put together in one package for reasons of efficiency and economy. For example, a single bag of 1000 marbles requires less physical handling than 1000 single marbles. Liquids, powders, granular materials etc. need containment.
·  To Provide Portion Control:
· In the medicinal and pharmaceutical field, the precise amount of contents is needed to control usage. Medicine tablets are divided into packages that are of a more suitable size for individual use. It also helps in the control of inventory
· To Enable Product Identification:
· Packing and packaging enable a product to have its own identity. This is done by designing a unique and distinct package through the effective use of colours, shapes, graphics etc. Such identification and distinction are very essential in the present situation of intense competition and product clutter.
· To Enhance Profits:
· Since consumers are willing to pay a higher price for packaged goods, there will be higher profit realization. Moreover packaged goods reduce the cost of handling, transportation, distribution etc. and also cut down wastage and thereby increase profits
· To Enable Self-Service Sales:
· The present trend in retailing is effective display and self-service sales. Products require effective packing for self-service sales.
·  To Enhance Brand Image:
· Attractive packing and packaging in a consistent manner over a long time enhances the brand image of the product.
What is Packaging – Need
· Important Element of Marketing Plan
· Silent Salesman
· Communication with Consumer
· Package Designing
· Convenience:
· Protection:
· Increased Value:
Essentials/Qualities of Good Packaging
· 1. Attractive Appearance – That is, attracts customers attraction, creates his interest in product and creates positive image of product.
· 2. Convenient for Storage and Display including storage in lesser space.
· 3. Safety of Goods, that is, security or protection of goods from damage, spoilage, breakage, insects, rodents etc.
· 4. Product Description be shown on Package.
· 5. Recognizable – Package must be recognizable.
· 6. Eye-Appeal of package.
· 7. Transport Economies – Packaging should allow economies in transport
8. Uniformity and Consistency.
· 9. Convenience in Transport Handling e.g., provided with hooks, handles, grippers etc.
· 10. Able to withstand hazards of transport e.g., tilting, throwing, pulling, pushing, rolling etc.
· 11. Amenable to quick examination of contents; for example in case of export, import by customs authorities.
· 12. Easy to dispose off after opening of goods.
· 13. Proper and Adequate Marking.
· 14. Proper instructions like –
· ‘This side up’, ‘Fragile’
· ‘Handle with Care’
Labelling of Product
· Labelling is the display of label in a product. A label contains information about a product on its container, packaging, or the product itself. It also has warnings in it.
·  For e.g. in some products, it is written that the products contain traces of nuts and shouldn’t be consumed by a person who’s allergic to nuts. The type and extent of information that must be imparted by a label are governed by the relevant safety and shipping laws.
· Labeling is also an important part of the brand of the product and the company. It helps the product stand out in the market, and identifies it as a part of a particular brand. This is important in the era of high and intense competition.
· Definition: Labelling is a part of branding and enables product identification. It is a printed information that is bonded to the product for recognition and provides detailed information about the product. Customers make the decision easily at the point of purchase seeing the labelling of the product
· A company’s label needs to adhere to the Competition and Consumer Act 2010. According to The Food and Drug Administration (FDA), packaged and processed food items must have nutritional labelling. The Federal Trade Commission Act (FTC) states that cheating of labels and graphics is an offence and comprise unjust competition
· Importance of Labelling
· 1) Brand and Product Identity
· 2) Grade and type
· 3) Requirement by law
· 4) Description
· 5) Promotion
· 6) Additional information
· Functions of Labelling
· Defines the product and its contents: A label is informative about the product’s usage and caution to be taken while using the product. Example, Red Label Natural Care tea mentions five ingredients in its label that provide immunity.
· Recognition of product: Labeling assists in the identification of the product. Example, the brand name of a chocolate will help one choose from the rest of the confectionery items available.
· Assorting of products: It means classification or grading of products according to different categories in the market. Example, shampoos are categorized as dry hair, normal hair and oily hair types and cater to consumers in the market with the dry, normal and oily scalp, respectively.
· Assists promotion of products:  It gives the customer the reason to purchase the product. Example, it attracts the attention of the consumer by displaying messages such as ‘20% free’ or ‘save rupees 15’ message in potato chips packet.
· In compliance with the law: Labels should strictly abide by the law. Example, for tobacco, the label should mention ‘Tobacco is injurious to health’. Cigarettes also should have ‘Smoking is injurious to health’ as the statutory warning on its package.
· Marking of Products
· Marking refers to put certain marks on the carton boxes or container packages for proper identification.
· The exporter need to provide information in respect of exporters mark, importers mark, port of destination and shipment,gross and net weight,handling instructions, date of shipment etc.,
· Requirements of marking goods
· Consignee details
· Exporters details
· Country of origin
· Contents
· Marking in English language
· Symbols & phrases
· Identify the number of cartons
· Mark on all sides
· Weights and measurement
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Pricing
· According to Prof. William J. Stanton, “Price is the amount of money and/or other items with utility needed to acquire a product
· According to Prof. Philip Kotler, “Price is the only element in the marketing mix that produces revenue, the other elements produce cost.”
· According to David J. Schwartz, “Price is the exchanged value of the product or service expressed in terms of money.”
· Price fixed for the export products or services which the exporter intends to sell in the overseas market is called export pricing. 
· Export price of a given product is determined by many factors. There are a number of methods used for the purpose of costing in exports. 
· Export pricing is much more difficult than domestic pricing, because the exporter has to take into account not only the cost of production but also the influence and impact of the conditions prevailing in the international markets.
Objectives of Export Pricing
· 1. Survival
· An exporter faces competition not only from his fellow-exporters, but also from other country exporters. In much competitive markets, one of the marketing tools which can make the exporter survive the competition is pricing.
· Making price competitive, thereby earning less profit in order to survive, could be one of the objectives of pricing. Keeping prices competitive and maintaining low prices is a short-term objective, as every exporter aims at increasing profits at a later stage.
· 2. Maximum Sales Growth
· As an exporter survives the competition, the objective shifts to having maximum sales growth. Depending upon competition and sensitivity of market to price, the final pricing decision needs to be taken. There are two alternatives available for this purpose.
· 1. Setting lower prices to overseas buyers leads to higher sales volume, thereby earning more profits. For this purpose, market should be highly price sensitive. Such low prices discourage competition, thereby further increasing sales.
· 2. Setting higher prices to indicate the superior quality of the product. Such indications lead consumers to rate products higher compared to that of competitors. Due to this perception, sales volume of the product increases
· 3. Maximum Current Profit
· An exporter may determine his object of securing maximum Profits. A price which would generate such a profit is to be established. For this purpose, it is necessary to have complete information of cost and demand. A price which can generate maximum cash flows or a higher rate of return is determined. But this objective is more of a short term nature and bases its performance on profits which may turn out to be dangerous in export markets
· 4. Establishing Leadership
· Another objective behind pricing is to establish not only a superior quality image, but also emphasize on leadership or number one position in the export markets. By charging a higher price and making a noticeable difference in the price as compared to that of competitors, this objective can be fulfilled.
· Importance of Export Pricing

· Price is one of the important elements in marketing mix and this is a delicate area of export marketing. It is rightly treated as an important factor in successful export strategy. The importance of export pricing can be summarized as follows:
· 1. Consumers are extremely sensitive about quality and price of the product. If the price is not properly set, success of the firm in the international market becomes doubtful.
· 2. The volume of sales and market demand depends on pricing policy.
· 3. Competitive capacity in foreign market depends on the price fixed.
· 4. It decides the success and failure of export efforts.
· 5. Export pricing builds goodwill in the market.
· 6. Export pricing helps in capturing foreign market.
· 7. Develops brand image and product differentiation.
· 8. Pricing helps in penetration of market by keeping them low initially and gradually raising them.
· 9. Pricing not only helps in increasing profit and raising revenue, but also in enhancing market share of the product.

· 10. Pricing helps by having good profitability to undertake diversification, research and development etc.
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Factors affecting export pricing
· Cost: Cost is the most important factor to be considered in the process of price determination, since cost constitutes a major part of the price. The export price should include direct cost like raw material cost and indirect cost like distribution cost.
· Competition: The competition is severe due to differences in costs, levels of technology and quality of products. In such situations exporters from advanced countries are at an advantage due to available credit facilities, use of advanced technology, better packaging etc. Less developed countries have to face keen competition with advanced countries.
· Demand: The prices in every market are directly related to the demand for products. The demand may be elastic or inelastic. Pricing depends on the degree of elasticity of demand.
· Availability of Substitutes: Export prices are easily influenced if many substitutes are available in the foreign market. Consumers easily and quickly move to the substitutes when price is raised. Thus when substitutes are available, increase in prices may prove to be fatal to the exporter.
· Incentives offered by the Government: Sometimes the government offers incentives and special concessions to exporters for export promotion. The objective of such incentives is to raise cost competitiveness of domestic manufacturers and exporters.
· Tax Concessions and Exemptions: Export prices are also affected by the taxes and duties imposed by the government of an importing country. It has direct effect on export prices. Export prices rise as a result of such protective duties levied on imports
· Composition of Consumers: As the exporter market his goods in different countries, he has to consider composition of consumers based on income, education, buying habits, etc
· Delivery Schedule: Delivery terms and schedules are also counted in price calculation. If prompt delivery is desired by the buyer, then the price charged would be relatively higher.
· Pricing Objectives: Export pricing may have the objective to attain certain level of turnover or profitability or capture a particular segment of the market or face market competition. Accordingly the prices for exports are fixed. Some exporters may have the objective of skimming or penetrating the market.
· Purchase Considerations: Pricing also depends on the nature of purchase. Frequency of purchases such as regular or once in a while purchase has to be taken into account while fixing the price. Regular customers cannot be charged very high prices whereas ‘once in blue moon’ purchase orders can be charged relatively higher prices.
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· Incoterms are universally recognised rules. They guide buyers and sellers when formulating and fulfilling a contract for the shipment of goods.
· The definition of InCoTerms (International Commercial Terms) was first introduced in 1936 by the International Chamber of Commerce (ICC). Incoterms 2020 marks the first update since 2010 to keep pace with the continually evolving global trading landscape.
· Incoterms 2020 formally define the delivery point in the transaction where ‘the risk of loss or damage to the goods passes from the seller to the buyer’. In contrast, previously, the term had a more informal explanation.
EXW – Ex Works
· Under the EXW term, the seller is responsible for making the goods available at its premises. The parties can also agree on another named place such as factory, office or warehouse. At this point, the buyer gains ownership of the goods. Then, he handles all costs and risk after the products are collected.
· EXW is most favourable to the seller. He has no obligation to load the goods or to cover freight costs once the goods have left the premises. This term can cause complications for the buyer if products are for export.
FCA – Free Carrier
· With FCA, the seller is responsible for delivering the goods to the buyer’s nominated premises. He needs to load the stocks onto the buyer’s transportation. Then, the seller organises the shipping, including export clearance and meeting security requirements.
· The risk is transferred once the goods are loaded onto the buyer’s transportation. Thus, any damage to the products when on board the vessel is the responsibility of the buyer.
· The buyer pays the cost of freight, bill of lading fees and insurance. Also, he pays for unloading and transportation costs to the final destination.
FAS – Free Alongside Ship
· The seller delivers the goods alongside the buyer’s vessel at the named port of shipment. It means that the buyer bears all costs and risks of loss or damage from that moment.
· The FAS term requires the seller to clear the goods for export (under previous Incoterms, the buyer arranged export clearance).
FOB – Free On Board
· Under FOB terms, the seller bears costs and risks until the goods are loaded on board of the designated vessel.
· The seller’s responsibility includes arranging export clearance. At the same time, the buyer pays the cost of marine freight, bill of lading fees and insurance. He is also responsible for unloading and local transportation costs from the port of arrival to the final destination.
· Any damage to the goods when on board the vessel is the responsibility of the buyer.
· Since Incoterm FCA was introduced in 1980, FOB should be used only for non-containerised sea freight and inland waterway transport.
· However, FOB continues to be the most commonly – and incorrectly – term used for all modes of transportation. Despite the contractual risk that can result (which include the difficulty of checking goods if they are enclosed in a container).
CFR – Cost and Freight(C&F)
· CFR incurs more significant risk and responsibility for the seller who pays for the carriage of the goods up to the named port of destination.
· The risk is transferred to the buyer at the country of export. Specifically, when the goods have been loaded on board the ship.
· The shipper pays for export clearance and freight costs to the selected port. Furthermore, he is responsible for any damage to the goods on board the ship until the port of final destination.
· The buyer pays for local delivery from the port to the final destination and is responsible for purchasing insurance. If the buyer requires the seller to obtain insurance, the parties should consider the Incoterm CIF instead.
CIF – Cost, Insurance & Freight
· The seller clears the goods for export and delivers them when they are on board at the port of shipment. The seller bears the cost of freight and insurance to the designated port of destination. Also, he is responsible for any damage to the goods on board the ship.
· The seller needs to purchase the minimum level of insurance under Clause C of the Institute Cargo Clauses. (This requirement is unchanged from Incoterms 2010.)
· At the port of arrival, the seller must turn over three key documents – invoice, insurance policy and bill of lading. Those documents represent the cost, insurance and freight of CIF.
This Incoterm is similar to CFR. However, the seller needs to obtain insurance while the goods are in transit
CPT – Carriage Paid To
· CPT goes beyond FCA by specifying that the seller bears the costs of transportation to the buyer’s place of destination. The seller clears the goods for export and delivers them to the carrier or another person stipulated by the seller.
· At the defined place of shipment is where the risk is transferred to the buyer. The seller is responsible for the transportation costs associated with delivering goods. However, he is not responsible for procuring insurance.
· If the buyer requires the seller to obtain insurance, the parties should consider the Incoterm CIP instead.
CIP – Carriage and Insurance Paid To
· CIP is broadly similar to CPT. However, the seller is required to insure the goods in transit and to pay the transportation itself.
· The seller clears the goods for export and delivers them to the carrier or another person stipulated by the seller. The seller is responsible for the transportation costs of the items to the designated place of destination.
· The risk is transferred to the buyer at the defined place of shipment.
DPU – Delivered at Place Unloaded
· It was previously known as Delivered at Terminal (DAT). It has been renamed because the buyer (or seller) may want to specify the delivery location rather than the terminal. This term is often used for consolidated containers with multiple consignees. It is the only term that tasks the seller with unloading the goods.
· The seller covers all the costs of transportation (export fees and carriage). Also, at the destination port, the seller pays the unloading from the carrier and the port charges. He assumes all risks until arrival at the destination port or terminal.
· The buyer is responsible for all costs and risks after unloading. It includes import duties, taxes and customs clearance. Also, the buyer pays local transportation to the final named place of destination.
· If the seller is not able to organise unloading, he should consider shipping under DAP terms instead.
DAP – Delivered At Place
· The seller delivers the goods to a named place of destination but is not responsible for unloading. His responsibilities include packing, export clearance, carriage expenses and any terminal costs up to the agreed destination port.
· DAP means the buyer is responsible for all costs, duties and taxes associated with unloading the goods. He is also responsible for clearing customs to import the products into the named country of destination.
· The risk is transferred to the buyer at the final designated place of destination.
DDP – Delivered Duty Paid
· DDP means the seller bears all risks and costs associated with clearing and delivering the goods to the designated place.
· The seller is liable for clearing the goods through customs in the buyer’s country. It includes payment of both duties and taxes. Furthermore, he needs to obtain the necessary authorisations and registrations from the authorities. However, the seller is not responsible for unloading.
· This term places the maximum obligations on the seller and minimum obligations on the buyer. The buyer bears no risk or responsibility until the goods are at the final agreed place.
· Unless the seller has a profound understanding of the rules and regulations in the buyer’s country, DDP terms can be a considerable risk both in terms of delays and in unforeseen extra costs. Hence, DDP should be used with caution.
Export Pricing Quotations
· Quotation is an offer made by an exporter in reply to an enquiry from the importer. The quotation state the price and other terms and conditions.
· Information required for making a quotation:
· Currency in which quotation is made?
· Breakdown of the costs?-FOB/C&F/CIF
· Who will bear the expenses?
· FOB-Free On Board
· Under FOB quotation, the seller quotes a price which includes all expenses incurred till the goods are actually loaded on board the ship. This means packing charges, local transport charges and dock dues are covered in the price quoted. Even the expected profit is included in the FOB price.
· In short, FOB price can be summed up as follows:
· FOB price = cost of production + profit margin + expenses up to on on board the ship - export incentives
· Seller’s obligations under FOB quotation
·  1. He has to load the goods on board the ship named by the buyer.
·  2. He has to obtain bill of lading from the shipping company and forward it to buyer to enable him to take delivery of goods. 
· 3. He must inform the buyer certain details like the name of the ship and the possible date of delivery.
·  4. He has to arrange for the necessary space in the vessel.
·  5. He must inform the buyer without delay that the goods have been delivered on board the vessel of aircraft.
· Buyer’s Obligations under FOB Quotation. 
· 1. He should inform the seller the name of the ship by which the goods are to be sent and also the expected date of delivery. 
· 2. He has to bear the risk when goods are loaded on the ship. 
· 3. He should make payment to the exporter as per the terms of contract.
·  Under FOB quotation the seller has no right of lien on goods and that of stoppage in transit, because the shipping company is deemed to the agent of the buyer. As per the law, delivery to the buyer’s agent is treated as delivery to the buyer himself 
· C&F Quotation (Cost and Freight)
· C&F means cost plus freight. The price quoted includes total cost of goods, packing, carriage, loading charges and the payment of freight up to the part of destination. The other expenses like cartage, unloading charges and expenses of carrying the goods from the part of delivery to the warehouse are to be borne by the importer. Insurance charges are also to be borne by the importer.
· In short, C&F price can be summed up as
· C&F price = F.O.B. + freight 
· Seller’s obligations under C&F quotations.
·  In addition to the obligations mentioned under FOB quotation, the seller must pay freight charges to the shipping company the under takes to carry the goods form the part of shipment to the part of destination. 
· Buyer‘s obligations under C&F quotation.
·  1. He has to arrange and pay for insurance.
·  2. He has to pay clearing charges, import duties etc. 
· 3. He has to make payment as per the commercial invoice. 
· 4. He has to bear the loss or damage to the goods, if any, from the time and place at which the seller’s obligations are over.
· CIF (Cost Insurance and Freight) Quotation
· CIF means cost, insurance and freight. It includes FOB price plus freight plus marine insurance up to the port of destination.
·  In other words, CIF price includes cost of production and all other expenses till the goods reach the port of destination in the buyer’s country.
·  The unloading charges at the buyer’s port, custom duties etc, are to be paid by the importer.
·  In short, CIF price can be summed up as
· CIF price = FOB price + Freight + Insurance
· Seller’s obligations under CIF quotation
·  In addition to the obligations mentioned under FOB quotation, the seller must pay for freight and insurance cover also. 
· Buyer’s obligations under CIF quotation
·  1. He has to pay clearing charges, import duties etc
· . 2. He has make payment as per the commercial invoice.
Problem on FOB Price
· Calculate the minimum FOB price which can be quoted by an exporter from the following details. 
· Ex-factory cost Rs. 1,50,000
·  Packing cost Rs. 3,000 
· Transport cost Rs. 2,000 
· Profit contribution at 10% of FOB cost 
· Duty draw back at 5% of FOB price
Solution
· EX-factory cost Rs. 1,50,000 
· Packing cost Rs. 3,000 
· Transport cost Rs. 2,000
·  FOB cost 1,55,000 
· Contribution towards profit 10%- 15500
·  FOB Revenue 1,70,500
· The amount of assistances will be considered as follows
·  Let minimum FOB price be Rs. x 
· Duty drawback at 5% f FOB price be = 0.05x
·  FOB price + Incentives = FOB cost + profit x + 0.05x = 1,70,500
·  1.05x = 1,70,500 
· 1,70,500 / 1.05 
· minimum FOB is = Rs. 1,62,381

MODULE 2:Export Distribution and Promotion
CHANNELS OF DISTRIBUTION IN EXPORT MARKETS
· Channels of distribution are the marketing intermediaries through whom the product reaches to the final user or consumer.Types of Channels
· (a) Canalizing Agencies In export market goods are sent through the canalizing agencies. Canalized items are exported through canalizing agencies. 
· (b) Export Consortia Indian exporter generally used this channel for exporting goods of small manufacturer. It means small exporters can jointly export through export consortia. 
 (c) Merchant Exporters In this channel of distribution, they obtain orders from overseas markets. Assemble the goods, and then export
· (d) Export houses/trading Houses They are similar to merchant exporters. To become export house or trading house or star trading house or super star trading house certain criteria must be fulfilled. These are the important intermediaries who help to export goods from one country to another.
·  (e) Overseas Sales Agents The exporter can appoint overseas agents to distribute, market his goods. This in one of the important channels of distribution at overseas market. 
· f) Direct Exporting Channel The exporter can also undertake direct exporting in the overseas markets. The direct exporting can be done through Sales Representatives and E-commerce or Online business. 
· (g) Indirect Exporting Channel Indirect channel is used in exporting when a manufacturer markets his product through another firm which acts as the manufacturers‟ sales intermediary/middleman. 
· At the overseas marketing level used number of intermediaries such as export broker, export agent/sales representative of the manufacturer, export management company, purchase/buying agent, export distributor and so on.
Factors influencing Distribution Channels
· A.Factors Relating to Product Characteristics
· B. Factors Relating to Company's Characteristics 
· C.Factors Relating to Market or Consumer's Characteristics
· D. Factors Relating to Middlemen Considerations
· E.Factors Related to Competition
· F.Factors Relating to Environmental Characteristics
· Product is a prime factor in channel selection. Product-related factors are among most relevant and powerful factors affecting channel decision. Channel must be fit the type and nature of company’s products.
· Such factors include:
· a. Perishability of Product:
· b. Technical Aspects:
· c. New v/s Existing Product
· d. Complexity and Risk Related to Use of Product:
· e. Size of Product
· f. Divisibility of Product:
· g. Unit Price of Product:
h. Legal Aspect
· Market (consumer behaviour) is a crucial factor in channel selection.
· a. Size of Market:
· b. Geographical Concentration:
· c. Services Expected by Market:
· d. Habits of Consumers:
· e. Current Market Trend:
· Company’s internal situations have direct impact on choice of marketing channel. Manager has to analyze company-related factors to decide the best fit channel(s)
· a. Company’s Financial Position:
· b. Product Mix of Company:
· c. Desire for Control:
· d. Experience and Expertise:
· e. Facilities and Staff:
· f. Company’s Past Experience:
Methods of Exporting
· Basically there are two methods of exporting –
·  (A) Direct Exporting (B) Indirect Exporting

· Direct Exporting  
· In direct exporting, the export is undertaken directly by the manufacturer. The manufacturing firm makes its own arrangement to export its products either within the existing sales network or by creating a separate export department of division. This type of exporters is known as manufacturer exporters. 
· ADVANTAGES OF DIRECT EXPORTING Following are the advantages of direct exporting:
·  (a) Good will: Due to direct contact with consumers the firm can establish close relationship with the consumers and create goodwill /reputation in the market.
·  (b) Optimum Production Capacity: A manufacturer selling in domestic as well as overseas markets can utilize his production capacity fully as wide market  area is available. Excess production can be exported through special measures
· (c) Spreading of Risks: The direct exporter can spread business risks by exporting to several overseas markets. If he sells only in domestic market, there may be business risks due to recession, or other reasons.
·  (d) Export Obligation :At times, the manufacturer may have to fulfill export obligation due to import of machinery under the Export Production Capital Goods (EPCG) scheme. The manufacturer exporter can fulfill export obligation by direct exports.
· e) Direct Control :Direct exporters can exercise a direct control over export packaging, pricing, advertising, promotion, after sales services and other marketing activities.  
· (f) Export Incentives :The direct exporter can claim a number of incentives such as duty drawback, exemption form income tax, exemption from sales tax, refund of excise duty etc. 
· (g) First-Hand Information :Direct exporters get first hand information about the needs and requirements of foreign markets and there by can satisfy them effectively.
·  (h) Higher Price: Direct exporters can charge higher prices in comparison to competitors as they are well aware of the market conditions and can fulfill the requirements of consumers effectively. 
· DISADVANTAGES OF DIRECT EXPORTING Following are the disadvantages of direct exporting: 
· (a) High Degree of Risk :Direct exporters are prone to more risks as they shoulder the twin responsibilities of manufacturing as well as marketing. They are also subject to the risks of domestic as well as overseas markets. 
· (b) More Investment :The exporter needs more capital investment suitable organization structure, more marketing efforts and effective supervision and control as the entire responsibility marketing is shared by the exporter himself. 
· (c) Lacks Specialization:
·  Since a direct exporter looks after numerous activities of production, distribution, marketing, he can‟t do justice to any one of them, creating chaotic situation in the organization. 
· (d) High Overhead:
·  A manufacturer exporter has to hear the production overheads as well as marketing overheads as he is engaged in production and exporting
· (e) Unsuitable to Small Firm :
· Small firms may find it difficult to export directly on their own. They may depend more on the merchant exporters or co-operative marketing.
·  (f) Less Economies of Distribution:
·  The direct exporter may not be able to reap economies of large scales in respect of distribution. The merchant exporter can however, enjoy such economies, as he can combine several shipments together.
· Indirect Exporting
· In Indirect Exporting, the manufacturer does not directly export to foreign buyers. The manufacturer exports through intermediaries such as merchant exporters, export houses, all forms of trading houses, export consortia etc. 
·  Advantages of Indirect Exporting: 
·  (a) Less Risks :Indirect exporters are prone to comparatively less risks as the risk of marketing gets transferred to export market intermediaries. At the same time, these intermediaries are specialized in their own field
· (b) Less Investment :Sine indirect exporters concentrate only on manufacturing or assembling of goods, they require a lesser amount of capital than the direct exporters. 
· (c) Specialization :A manufacturer specializes on production activates due to indirect exporting. He concentrates his attention on production activities only he is relived from the botheration of marketing exporting. 
· (d) Suitable to Small Firms: The indirect method of exporting is more suitable to small firms. This is because small firms face a number of problems in negotiating and selling their products in the international markets. They can export their products through intermediaries or marketing co-operatives.
·  (e) Availability of improved inputs :Indirect exporters can import raw materials, components, spare parts, etc. for export production through intermediaries such as export houses, trading houses etc, 
· f) Technical Guidance :The manufacturer can obtain technical guidance for the manufacture of products from the export houses through whom he exports.
·  (g) After-Sale-Service: The export houses through their overseas offices may provide after-sale-service, which is beyond the scope of small scale manufacturer. 
· (h) Less Overhead: The indirect exporter has to share overheads relating to production activities only as he is not concerned with marketing. An indirect exporter will have less burden of overheads as compared to direct exporter. 
· Disadvantages of Indirect Exporting 
· (a) Lower Price: In case of indirect exports, there are many intermediaries. Hence, the total revenue gets distributed among various intermediaries and the exporter can’t charge a high price.
·  (b) No Export Incentives: The exporting firm may not get the benefits of various incentives and facilities provided since he is not involved directly in the promotion of exports. 
· (c) Excessive Dependence :Due to lack of direct contact with foreign consumers, indirect exporters are totally dependent on market intermediaries for the information about foreign markets and receipt of export proceeds. 
· (d) Second Hand Information: The manufacturer may not get first hand information of the export markets. Some time, the intermediaries may not provide necessary information on time.
·  (e) Lack of Control :Indirect exporters can’t exercise a direct control over marketing decisions such as packaging, pricing, advertising, sales promotion and after-sales service due to their dependence on market intermediaries. 
· (f) Lower Sales: The manufacturer may not be able to get more sales through the intermediaries. This is because the intermediaries may promote the sales of a particular manufacturer only. 
· Distinction Between Direct & Indirect Exporting
· a) Meaning Export marketing is undertaken directly by the manufacturer. The manufacturer exporter, exports the goods through intermediaries. 
· b) Market Information A manufacturer exporter gets first hand market information for his business as he operates directly in export marketing In indirect exporting, the manufacturer gets information from intermediaries. Such information may be inadequate, unreliable and supplied late
· c) Control The exporting firm exercises complete control on export pricing. Packaging and so son. The exporting firm has limited control on pricing etc. as marketing is given to the marketing middlemen 
· (d) Reputation
· The direct exporter can earn goodwill in international market. The manufacturer may not earn reputation in overseas markets. The intermediaries get 
· Logistics
· Logistics is the movement of goods from origin to destination in the order process.
·  Logistics management meets customer demands through the planning and implementation of effective movement of goods and services. 
· It is an important component of the supply chain as it links procurement, manufacturing, fulfillment, and distribution. 
Logistics management enables companies to decrease expenses
· Logistics management involves a vast network of moving people and parts, on road, air, rail or sea.
·  One item can come into contact with many people including suppliers, freight forwarding  providers, packages, distributors, and carriers
· . The major components of logistics management are planning, inventory control, picking and packing, information, and transportation
· It is a quickly developing business discipline that includes the following
· Management Of Order Processing
· Warehousing
· Transportation
· Materials Handling
· Packaging
Major Components Of Logistics Management
· Planning
· Packaging and utilization
· Inventory Control
· Transportation
· Information and Control
· 1. Planning (Storage, Warehousing and Materials Handling)
· Logistics planning serves to interface and synchronize the overall supply chain as a constant procedure and is fundamental for powerful supply chain connectivity.
· The market conditions are always unpredictable and frequent situations occur where there develops an imbalance between demand and supply. Logistics management should ensure a constant and continuous supply of goods by the manufacturers
· Planning synchronizes the whole set of activities and procedures and thus becomes a very significant part of a supply chain. Logistics management involves the proper supply of goods and services at each stage and it cannot be managed well without proper Logistics Planning.
· 2. Packaging and Unitisation
· Packaging not just shields the product during travel from the producer to the retailer, however it likewise forestalls harm while the product sits on retail retires. How the product is packed might be what pulls in the purchaser to consider buying the item.
Unitisation is the method of consolidating a number of individual things into one huge delivery unit for simpler handling. It is also likewise significant as this helps stockpiling and transportation
· 3. Inventory Control
· Inventory control refers to the procedure of guaranteeing that proper measures of stock are kept up by a business, in order to have the option to satisfy client needs immediately while keeping the costs related to storage to a minimum.
· It consists of a key plan focusing on existing stock, maintaining information on stock conditions, availability of warehouses, etc.
· It determines decisions like,
· How much stock to store
· Where to store
· How much quantity is to be stored.
· Organizations can accomplish inventory management benefits which includes
· Accurate Order Fulfillment
· Good Inventory Planning, and Organizing
· Organized Warehouse
· Save Time and Money
· Increased Productivity
· Increased Consumer Satisfaction
· Retention.
· 4. Transportation
· Another key component of logistics management is Transportation which acts as a connecting link between other logistics company activities. From the manufacturing to the delivery of finished goods to consumers (also the returns), transportation is required in the whole production procedures. It involves planning, implementing, and controlling the effective and efficient forward and reverse flow of goods in a supply chain.
· A good Transportation Management System (TMS) is necessary for maintaining proper transportation as it can automatically tender loads, track shipments, improve efficiency and performance, and can also contribute effectively in inventory control.
· There are various methods of transportation in the logistics business, each having its own benefits and hindrances. This incorporates all methods of transport including road vehicles, cargo trains, freight shipping, and air transport.
· 5. Information and Control
· It is a system that supports the management of an enterprise. Information and control are needed to act as the basis for the smooth functioning of various operational processes and procedures. This involves real-time delivery tracking where the truck driver gets a real-time update on where to pock the next load and where to deliver.
· An organization involves a lot of procedures and activities. Information and control manage the smooth functioning of these activities. It takes care of real-time shipment tracking, order management, warehouse management, etc.
Selection Criteria of modes of transport
· Logistic Feasibility
· Stowage of the Cargo
Amount of space available for stowing materials abroad a Ship , rail or an airplane.
Value of the goods
Shipping Quantity
· Perishability of the Cargo
· Urgency of the buyer
· Risk Factor
Costs of Port Terminals
Need For Insurance
· Protects against commercial risks
· Protection against credit risks
· To protect against loss due to General Average Principle
· Contractual Requirement
· Coverage for Limited Carrier Liability
· To Reduce the time for Recovery of Loss
· To protect against political risks
· To avoid blocking of working capital

Promotion Techniques in Export Marketing
· The following are the tools/elements of product promotion in export markets. 
· (a) Advertising: Advertising is one popular and extensively used tool of product promotion in domestic and foreign markets. Advertising as a promotion strategy is used in every country of the world irrespective of its economic, political or social development. A manufacturer advertises his products/goods in overseas market to make the target buyers aware of the attributes of the product so that they may be induced to purchase it. 
(b) Sales Promotion: Sales promotion includes activities that seek to directly induce, or indirectly serve as incentives to motivate, a desired response on the part of target customers, and intermediaries. The various sales promotion techniques include free samples,  consumer contests, money-refund offers, free gifts, quantity discount and installment selling
· (c) Personal Selling: Personal selling is face to face communication with one or more prospective buyers/users and influencing the buyer with the aim of motivating the prospect toward a purchase decision. It is one of the four tools of marketing communication. The other tools are public relations and publicity, sales promotion and advertising. Arrange of top executives meetings with the top executives of a potential buying company. In foreign markets personal selling is possible in trade fairs and exhibitions and also at stores level. 
(d) Public Relations :Modern firms are concerned about the effects of their actions on the public. The firm should understand concerns of the public and communicate to them its goals and interests, otherwise, they may misinterpret, distort or be openly hostile to the firms actions. The firm needs to communicate to correct erroneous impressions of the company in the minds of general public, to maintain goodwill, and explain the firm‟s goals and interests
· (e) Direct mailing: Direct mailing is the sending of sales literature through mail to select or perspective customers. Advertising iscostly in overseas markets. For industrial products, such advertising in national newspapers, T.V., and commercial radio is not required. One of the most cost efficient methods of product promotion in foreign markets is the direct mailing method. This method is selective and also personal in nature.
·  (f) Publicity: Publicity is news carried in the mass media about a firm and its products, policies, personnel, or actions. A newspaper or a magazine publishing an article on the company about its products or activities is publicity. It can be either favourable reporting or an unfavourable reporting in the media. 
· (g) Packaging :An attractively designed packaging can influence or induce the prospects to buy the product. A well designed packaging can communicate the type and quality of the product. Packaging often has attention attracting value. 
· (h) Sales Promotion: Sales promotion technique communicates with the audience through a variety of non-personal media to supplement advertising. Sales promotion technique is used extensively in domestic and overseas markets. In sales promotion, various vehicles like free samples, gifts, coupons and contests are used for the information of buyers. 
· (i) Trade Fairs and Exhibitions: Participation in trade fairs and exhibitions in one more method of approaching large number of foreign buyers easily, quickly and economically. Here, the exporter attracts customers to his product or products. Trade fair acts as valuable marketing communication tool for exporters from developing countries. 
· (j) Internet:Now a day, internet can be used to communicate export marketing information. Internet can be referred as electronic yellow pages. The exporter can provide information of the product on the internet. Importers can get the information on the internet and contact the exporter. 
IMPORTANCE OF PRODUCT PROMOTION
(a) Product Awareness :It makes the potential customers aware of the product. It brings to the knowledge of the potential customers regarding the availability of new and better goods and services. The export marketer can communicate such information through various means of communication i.e. advertising, publicity, personal selling, trade fairs and exhibition and so on. 
(b) Persuasion: The exporter should make proper use of selling points in the communicating massage in order to persuade consumer to buy the product. He can also make effective use of unique selling proposition. While drafting the communication massage . Hence, to inform and persuade the prospective buyers to buy the product . 
· (c) Reputation: Effective communication can bring in good name to the exporter‟s brands and also to the firm. People from different countries become familiar with the name and brands of the company. Effective communication can also improve the name of the country. 
· (d) Education :An effective communication programme educates the prospective consumers about the different uses of the communicate product, its advantages over other substitutes, contents of the product, availability of a product, technical aspect of the product etc,. It can also be used to warm consumers of imitation of brands, duplicate and face products etc.
· e) Developing Brand Loyalty: Marketers need to communicate with consumers to use their brands to discourage brand switching. This requires the firm to remind the customers that the brand is still available, inform consumers about the modifications in the product, if any. The marketer also needs to communicate the fact that the brand benefits are superior to those of the competitors. 
(f) Informing Intermediaries: An effective communication can also be used to inform intermediaries about the range of products produces by the firm, terms and conditions of the sale and delivery, incentives offered, etc. and to persuade them to stock and sell the company‟s products in overseas market
· (g) Expansion of market:Effective communication helps to stimulate more and more demand from the audience or prospects. The exporter can also enter into other market areas or countries. This helps to boost up large scale production and marketing.
·  (h) Goodwill:An effective communication programme can be used as a tool for the promotion of the image not only of the product and the company but also of the country as a whole in the overseas markets. Good quality products and timely services can go a long way in enhancing the goodwill. This helps in increasing the market share for the product. 
· (i) Inducing Product :Trials A lot of communication is needed to induce people to try products. The main motive of such communication is to motivate rather than to inform. For securing action, the firm may resort to sales promotion techniques such as provision of samples, free gifts, discounts, contests and so on
· (j) Overcoming Negative Attitudes: Generally, foreign buyers have some apprehension about the quality of the products originating from developing countries. 87 Effective and positive communication can help to change the negative attitude of the consumers towards the product
· (k) Economic Growth of the Nations:
· Effective communication helps to expand consumer markets. It enables large scale production and distribution. New and better varieties of goods enter the market scene. The consumers are often receptive of responsive to the new products. This helps the economic development of the exporting nations. 
Importance of Trade Fairs & Exhibitions
· Creating Awareness
· Demonstration of Product
· Developing Positive Attitude
· Developing Trust
· Compiling List of Prospective customers
· Educating customers
· Competitive Advantage
Benefits of Personal Selling
· Identification of Prospective customers
· Persuasion of Customers
· Increase in Sales
· Customer Satisfaction
· Customer Loyalty
· Handling Objections
· Dealer Relationships
· Post Sale Relationships
Essentials of Advertising
· Target Audience
· Objectives of Advertising
· Media of Advertising
· Language of advertising
· Selection of Brand Ambassadors
· Selection of Ad Agency
· Cultural considerations
· Education
· Advertising Code of conduct
· Advertising Budget

Unit 3 Export Finance
· Payment Methods in Export  Trade.
· There are few standard ways of payment methods in the export import trade international trade market:
· Clean Payment
· Collection of Bills
· CONSIGNMENT
· Letters of Credit L/c
· In clean payment method, all shipping documents, including title documents are handled directly between the trading partners. The role of banks is limited to clearing amounts as required. Clean payment method offers a relatively cheap and uncomplicated method of payment for both importers and exporters.
· There are basically two type of clean payments:
· Advance Payment
· In advance payment method the exporter is trusted to ship the goods after receiving payment from the importer.
· In clean payment method, all shipping documents, including title documents are handled directly between the trading partners. The role of banks is limited to clearing amounts as required. Clean payment method offers a relatively cheap and uncomplicated method of payment for both importers and exporters.
· There are basically two type of clean payments:
· Advance Payment
· In advance payment method the exporter is trusted to ship the goods after receiving payment from the importer.
· The Payment Collection of Bills also called “Uniform Rules for Collections” is published by International Chamber of Commerce (ICC) under the document number 522 (URC522) and is followed by more than 90% of the world's banks.
· In this method of payment in international trade the exporter entrusts the handling of commercial and often financial documents to banks and gives the banks necessary instructions concerning the release of these documents to the Importer. It is considered to be one of the cost effective methods of evidencing a transaction for buyers, where documents are manipulated via the banking system.
· There are two methods of collections of bill :
· Documents Against Payment  D/P
· In this case documents are released to the importer only when the payment has been done.
· Documents Against Acceptance D/A
· In this case documents are released to the importer only against acceptance of a draft.
· Consignment is another method of an open account in which payment is sent to the exporter only after the goods are sold by the foreign distributor to the end customer.
·  An international consignment transaction is based on a contractual arrangement in which the foreign distributor receives, manages, and sells the goods for the exporter who retains title to the goods until they are sold. 
· Clearly, exporting on consignment contains high risks as the exporter may not receive any payment and its goods are in a foreign country in the hands of an independent distributor or agent.
· Letter of Credit also known as Documentary Credit is a written undertaking by the importers bank known as the issuing bank on behalf of its customer, the importer (applicant), promising to effect payment in favor of the exporter (beneficiary) up to a stated sum of money, within a prescribed time limit and against stipulated documents. 
· It is published by the International Chamber of Commerce under the provision of Uniform Custom and Practices (UCP) brochure number 500.
· Parties to Letter of Credit
· Applicant: The party who requests the letter of credit. This is the person or organization that will pay the beneficiary. The applicant is often (but not always) an importer or buyer who uses the letter of credit to make a purchase.
· Beneficiary: The party who receives payment. This is usually a seller or exporter who has requested that the applicant use a letter of credit (because the beneficiary wants more security).
· Issuing bank: The bank that creates or issues the letter of credit at the applicant’s request. It is typically a bank where the applicant already does business (in the applicant’s home country, where the applicant has an account or a line of credit).
· Negotiating bank: The bank that works with the beneficiary. This bank is often located in the beneficiary’s home country, and it may be a bank where the beneficiary is already a customer. The beneficiary submits documents to the negotiating bank, and the negotiating bank acts as a liaison between the beneficiary and the other banks involved.
· Confirming bank: A bank that “guarantees” payment to the beneficiary as long as the requirements in the letter of credit are satisfied. The issuing bank already guarantees payment, but the beneficiary may prefer a guarantee from a bank in their home country (with which they are more familiar). This may be the same bank as the negotiating bank.
· Advising bank: The bank that receives the letter of credit from the issuing bank and notifies the beneficiary that the letter is available. This bank is also known as the notifying bank, and may be the same bank as the negotiating bank and the confirming bank.﻿
· Intermediary: A company that connects buyers and sellers, and which sometimes uses letters of credit to facilitate transactions. Intermediaries often use back-to-back letters of credit (or transferable letters of credit
· Freight forwarder: A company that assists with international shipping. Freight forwarders often provide the documents exporters need to provide in order to get paid.
· Shipper: The company that transports goods from place to place.
· Legal counsel: A firm that advises applicants and beneficiaries on how to use letters of credit. It’s essential to get help from an expert who is familiar with these transactions.
· [image: ]
Letter of Credit – Process
· Step 1 - Issuance of LC
· After the parties to the trade agree on the contract and the use of LC, the importer applies to the issuing bank to issue an LC in favor of the exporter. The LC is sent by the issuing bank to the advising bank. The latter is generally based in the exporter’s country and may even be the exporter’s bank. The advising bank (confirming bank) verifies the authenticity of the LC and forwards it to the exporter.
· Step 2 - Shipping of goods
· After receipt of the LC, the exporter is expected to verify the same to their satisfaction and initiate the goods shipping process.
· Step 3 - Providing Documents to the confirming bank
· After the goods are shipped, the exporter (either on their own or through the freight forwarder) presents the documents to the advising/confirming bank
· Step 4 - Settlement of payment from importer and possession of goods
· The bank, in turn, sends them to the issuing bank and the amount is paid, accepted, or negotiated, as the case may be. The issuing bank verifies the documents and obtains payment from the importer. It sends the documents to the importer, who uses them to get possession of the shipped goods
· Types of Letter of Credit
· Transferable LC
· A letter of credit that allows a beneficiary to further transfer all or a part of the payment to another supplier in the chain or any other beneficiary. This generally happens when the beneficiary is just an intermediary for the actual supplier. Such LC allows the beneficiary to provide its own documents but transfer the money further
· Un-transferable LC
· A letter of credit that doesn’t allow the transfer of money to any third parties. The beneficiary is the only recipient of the money and cannot further use the letter of credit to pay anyone.
· Revocable LC
· An LC that issuing bank or the buyer can alter any time without any notification to the seller/beneficiary. Such types of letters are not used frequently as the beneficiary is not provided any protection
· Irrevocable LC
· An LC that does not allow the issuing bank to make any changes without the approval of all the parties
· Confirmed LC
· Which the seller or exporter acquires the guarantee of payment from a confirming bank (also called the second bank). This is primarily to avoid the risk of non-payment from the first bank
· Unconfirmed LC
· A letter of credit that is assured only by the issuing bank and does not need a guarantee from the second bank. Mostly the letters of credit are an unconfirmed letter of credit.
· Revolving LC
· When a single LC is issued for covering multiple transactions in place of issuing separate LC for each transaction is called revolving LC. They can be further classified into Time Based (Could be Cumulative or Non-Cumulative) and Value-Based
· Back to Back LC
· Back to back LC is an LC which commonly involves an intermediary in a transaction. There are two letters of credit, the first issued by the bank of the buyer to the intermediary and the second issued by the bank of an intermediary to the seller
· Red Clause LC
· A letter of credit that partially pays the beneficiary before the goods are shipped or the services are performed. The advance is paid against the written confirmation from the seller and the receipt
· Green Clause LC
· An LC that pays advance to the seller just not against the written undertaking and a receipt, but also a proof of warehousing the goods. 
· Sight LC
· A letter of credit that demands payment on the submission of the required documents. The bank reviews the documents and pays the beneficiary if the documents meet the conditions of the letter.
· Deferred Payment LC
· An LC that ensures payment after a certain period. The bank may review the documents early but the payment to the beneficiary is made after the agreed-to time passes. It is also known as Usance LC
· Counter Trade
· Countertrade is a reciprocal form of international trade in which goods or services are exchanged for other goods or services rather than for hard currency. 
· This type of international trade is more common in developing countries with limited foreign exchange or credit facilities. 
· Countertrade can be classified into three broad categories: barter, counter 
· purchase, and offset
· In any form, countertrade provides a mechanism for countries with limited access to liquid funds to exchange goods and services with other nations. 
· Countertrade is part of an overall import and export strategy that ensures a country with limited domestic resources has access to needed items and raw materials. 
· Additionally, it provides the exporting nation with an opportunity to offer goods and services in a larger international market, promoting growth within its industries.
· Barter
· Bartering is the oldest countertrade arrangement. It is the direct exchange of goods and services with an equivalent value but with no cash settlement. The bartering transaction is referred to as a trade. For example, a bag of nuts might be exchanged for coffee beans or meat.
· Counter purchase
· Under a counter purchase arrangement, the exporter sells goods or services to an importer and agrees to also purchase other goods from the importer within a specified period. Unlike bartering, exporters entering into a counterpurchase arrangement must use a trading firm to sell the goods they purchase and will not use the goods themselves.
· Offset
· In an offset arrangement, the seller assists in marketing products manufactured by the buying country or allows part of the exported product's assembly to be carried out by manufacturers in the buying country. This practice is common in aerospace, defense and certain infrastructure industries. Offsetting is also more common for larger, more expensive items. An offset arrangement may also be referred to as industrial participation or industrial cooperation
· Buyback:
· When a firm builds a plant in a country-or supplies technology, equipment, training, or other services to the country and agrees to take a certain percentage of the plants output as partial payment for the contract.
· Switch Trading:It is a practice in which one company sells to another company its obligation to make a purchase in a given country.
· Benefits  of counter trade.
· A major benefit of countertrade is that it facilitates the conservation of foreign currency, which is a prime consideration for cash-strapped nations and provides an alternative to traditional financing that may not be available in developing nations. 
· Other benefits include lower unemployment, higher sales, better capacity utilization, and ease of entry into challenging markets.
· Entry in difficult markets
· Overcomes Problem of Exchange rate fluctuations
· Optimum use of production capacity
· Markets for products in decline stage of PLC
· Overcomes credit difficulties
· Bilateral trade ties between countries
· Allows inputs at lower rates
· Boosts foreign investments
· Drawbacks of counter trade
· A major drawback of countertrade is that the value proposition may be uncertain, particularly in cases where the goods being exchanged have significant price volatility. Other disadvantages of countertrade include complex negotiations, potentially higher costs and logistical issues.
· Additionally, how the activities interact with various trade policies can also be a point of concern for open-market operations. Opportunities for trade advancement, shifting terms, and conditions instituted by developing nations could lead to discrimination in the marketplace
· Pre shipment Finance & Post Shipment Finance
· Pre-Shipment Finance: refers to the credit extended to the exporters prior to the shipment of goods for the execution of the export order. It is also known as Packing Credit. It, refers to any loan granted to an exporter for financing the purchase, processing manufacturing or packing of goods as defined by the Reserve Bank of India.
· Post-Shipment Finance: Post-shipment finance refers to the credit extended to the exporters after the shipment of goods. Post Shipment Finance is granted to only those exporters, in whose name goods were exported or in whose name the documents concerning the export are transferred. Moreover, finance is extended for short term or long term, which relies on the nature of export
· Pre shipment Finance
· Following are the features of pre-shipment finance:
· Eligibility: Pre-shipment finance is available to all types of exporters such as:
· Merchant exporters
· Manufacturer exporters
· Export and Trading houses
· Manufacturers who supply goods to export houses (EH) trading houses (TH) or merchant exporters.
· Features of Pre shipment Finance
· Purpose: Packing credit by the banks are granted only for specific purposes such as purchase, processing, manufacturing or packing of goods that are defined by the Reserve Bank of India. Following are the purposes for which pre-shipment finance is provided:
· In order to avail raw materials, components, machinery, equipment and technology which are required for export production.
· It takes measure that the quality of the goods will increase and to confirm the international standards.
· They also wish to adapt product to the requirements of foreign markets, improve existing products, product addition and product extension.
· Documentary Evidence:    below are the following documents that are required to be submitted by the direct exporter if they wish to avail pre-shipment finance:
· There should be a confirmed export order/contract and/or
· Availability of a non replacing letter of credit which will work in favour of the exporter; or
· Original cable/fax/telex message that gets exchanged between the exporter and between the buyers.
· Features of Pre shipment Finance
· Amount of Finance: Banks have got all the authority to find the amount of pre- shipment finance. The only guideline principle which is important is the concept of Need Based Finance. Banks find out the percentage of margin, depending on factors like:
· The nature of the following order.
· The nature of the following commodity.
· The capability of exporter to bring up the required contribution.
· Period of Credit and Rate of Interest:   
· The maximum duration until the exporters can get done with the packing credit is 180 days, however bank may exceed at its own decision, without concerning to RBI.
RBI has instructed the banks to provide pre-shipment finance at a discounted rate of interest. Interest rates on pre-shipment finance advances are regularly revised by the Reserve Bank of India (RBI). Also the banks have the authority to charge any amount below the ceiling rates
· Disbursement of Packing Credit Advance:  once the proper examination of the documents and files are completed, the next step by the bank is to ensure if the exporter has executed or not. It also make sure if the following information is mentioned or not:
· Name of the buyer,
· Name of the Commodity to be exported.
· Quantity and other specifications.
· Value of goods, either CIF or FOB.
· Last date of shipment/negotiation.
· Maintenance of account, monitoring and repayment: According to the RBI directives, the banks have got a role of maintaining a separate account of each packing credit. However, running accounts are only given permission if the exporter is situated in FTZs, EPZs and the 100% EOUs.
· 
Pre-shipment finance should be used and should be limited only for the purposes for which it is responsible. Hence, the lending bank keeps an eye on the use of finance by the exporter in every area. If there comes any default from the side of the exporter, it will charge him with a high rate of interest.
Pre-shipment finance is mainly responsible only for the incentives given by the government or against the export proceeds received by the bank. Exporter cannot use the post-shipment finance or the local funds to repay pre shipment finance.
· Types Of Pre-Shipment Finance
· Following below are some special schemes available in respect of pre-shipment finance:
· Extended Packing Credit Loan:  it is a type of loan which is given only to those exporters who has a rating of first class exporters given by the commercial banks on the basis of their creditworthiness. It is basically granted for making advance payment to the suppliers in order to acquire goods that are to be exported. These types of advances are considered as clean advances as it does not include any documentary evidence for a short period of time.
· Packing Credit Loan (Hypothecation):   it is basically provided to the exporters in order to acquire the raw materials, work-in-process or finished goods that are meant for exports. These goods are then treated as security for sanctioning of loan. Under this facility, it is mandatory for the exporter to provide a hypothecation deed in favour of the bank, till the time the possession of goods is in the hands of the exporter.
· Packing Credit Loan (Pledge):   this loan is given to those exporters who gets the duty to acquire seasonal raw materials or materials which are packed up in odd or brunched lots. The documents relating to raw materials are kept in safety with the bank until the possession remains with the exporter.
· Secured Shipping Loan:   Secured shipping loan can only be obtained after the goods are handed over to the transporter or the agent who is responsible for clearing and forwarding of shipment. It is either released against lorry receipt or railway receipt. It is provided for a very short period of time, only until the goods are dispatched to the port and completion of shipping and customs formalities is done.
· Advances against Red Clause L/C:  If the exporter wants to obtain packing credit then he must request the importer to open red clause L/C. Red clause L/C gives the authority or authorisation to all the local banks where they can grant advances to the exporters so that they can easily meet their working capital requirements, then only the processing is done. Such advances are only guaranteed by the issuing bank.
· Advance against Cheque or Draft:   advance against cheque is only granted if exporter has received direct payments from abroad via cheques or drafts, then only there is a possibility that bank may grant export credit at concessional rate to the exporters having only who have a good track record, till the time of realisation of the proceeds of the cheque or draft. The banks however, must ensure themselves that the proceeds are against an export order.
· Packing Credit Facilities for Consultancy Services:   In case of consultancy services, exporters have no concern with the physical movement of goods out of Indian customs territory. In such cases, pre-shipment finance is provided by the bank in order to allow the exporter to mobilise resources for example technical personnel and training them.
· Racking Credit Facilities to Deemed Exports:  Deemed exports that are made to aid multilateral funds projects and programmes, whose orders are being secured by the global tenders for which payments are made in tree foreign exchange, are also eligible for concessional rate of interest facility.
· Features of post-shipment finance
· Eligibility: Post-shipment finance is availed by several types of exporters such as:
· Merchant exporters
· Manufacturer exporters
· Export houses
· Trading houses
· Manufacturers that supply goods to Export Houses (EH), Trading Houses (TH) or merchant exporters.
· Purpose: Post- shipment finance is usually given for the following purposes:
· To fill the gap between the shipment of goods and releasing the sales proceeds. This gap can only be released by providing working capital.
· To pay insurance charges so that there is a surety that insuring of the goods has been done.
· After post-shipment finance is given to you, you can pay ECGC premium which ensures commercial and political risks.
· Commission and brokerage can only be paid after post-shipment finance has been provided to you.
· In order to undertake all the export promotion activities and advertising.
· Documentary Evidence:   Following are the documents through which the exporters can avail the post-shipment finance facility:
· Shipping documents which states the fact that the goods are actually shipped for export purpose and no other purpose is being entertained.
· Necessary documents which ensures that the facility under which the credit has been availed.
· A letter by the export house which certifies that the goods which are being supplied by him is actually being shipped to your country only for export purpose.
· Amount of Finance:  Post-shipment finance can be granted equivalent to 100% of the GST value of the goods that are exported.
· Loans up to Rs. 10 crore are provided to the exporter by the commercial bank, which you can easily refinance from the EXIM Bank.
· Loans above Rs. 10 crore but up to Rs. 50 crore are also provided to the exporters by the EXIM bank.
· Loans above Rs. 50 crore need clearance from the working group on export finance, which consists of the representatives of the EXIM Bank, the RBI, the ECGC and the exporter's bankers,Trading houses,Manufacturers that supply goods to Export Houses (EH), Trading Houses (TH) or merchant exporters.
· In case the contract is very large, they include representatives from the Ministries of Commerce and Finance in the working group.
· Period of Credit and Rate of Interest:  you can also get Post-shipment finance for short-term, medium-term or long-term.
· Short-term finance is extended usually till the period of 90days.
· Medium-term is usually extended till the period of 90days, by the commercial bank.
· Distribution of post-shipment finance: before the loan is distributed, bank has a task of examining the application and all the necessary documents
· Maintenance of Accounts, Monitoring and Repayment:  According to the RBI directives, the banks have got a role of maintaining a separate account of each packing credit.
·  However, running accounts are only given permission if the exporter is situated in FTZs, EPZs and the 100% EOUs.
Post-shipment finance should be used and should be limited only for the purposes for which it is responsible. Hence, the lending bank keeps an eye on the use of finance by the exporter in every area. If there comes any default from the side of the exporter, it will charge him with a high rate of interest.
· Pre shipment Finance Vs Post shipment Finance
	Pre shipment Finance
	Post shipment Finance

	Meaning: Pre-Shipment finance refers to the credit extended to the exporters prior to the shipment of goods for the execution of the export order
	Post-Shipment Finance Post-shipment finance refers to the credit extended to the exporters after the shipment of goods

	Purpose: It is granted for s as purchase, processing, manufacturing or packing of goods as defined by the Reserve Bank of India.

	Short-term finance is extended for meeting working capital requirement and medium and long-term for exports on deferred payment


	Amount of Finance: Generally, the amount of packing credit does not exceed the FOB value of the goods to be exported or their domestic value whichever is less.

	Post-shipment finance can be given to the extent of 100% of the invoice value of the goods exported


	Beneficiary: It is extended to the Indian exporters or deemed exporters from India

	It is extended to the Indian exporters as well as the overseas importers

	Form of Finance:
· Extended Packing Credit Loan;
· Packing Credit Loan (Hypothecation and Pledge);
Secured Shipping Loan
	· Discounting of export bills,
· Against undrawn balances
· Against retention money;
· Against goods on consignment.


	Period of Credit: It is granted for a maximum period of 180 days and can be further extended for a period of 90 days with a prior permission of the RBI.

	It can be granted for short. medium and long term for periods of90 days and can be extended, depending upon the nature of exports

	Documentary Evidence: It is extended against the documentary evidence of confirmed export order or letter of credit.
	It is extended against the evidence of shipping documents certified by the customs authorities.




Procedure for obtaining Export Finance
· Application:
· Processing of application
· Sanctioning of Loan
· Loan Agreement
· Loan disbursement
· Maintenance of accounts
· Monitoring of Accounts
· Repayment
ROLE OF COMMERCIAL BANKS
· Commercial banks provide a major part of export finance. They extend financial assistance both at pre-shipment as well as post-shipment levels to exporters not only on priority basis but also on liberal terms.
· The directives of Reserve Bank of India under Exchange Control Regulation Act make it obligatory for payments of exports to be settled through the medium of a bank in India authorized to deal in foreign exchange. Commercial banks services are divided into 
· (a) Fund Based Assistance (Financial Services)
·  (b) Non-Fund Based Assistance (Non-Financial Assistance)
FUND BASED ASSISTANCE
· The commercial banks provide fund based activities at pre-shipment stage and post-shipment stage
· (i) Pre-Shipment Stage: The commercial banks provide finance on short terms basis for a normal period of 180 days at a very concessional rate of interest. The various forms of advance are cash packing credit loan, advance against hypothecation, advance against pledge etc.
 (ii) Post-Shipment Stage :The commercial banks provide finance at the post-shipment stage normally for a period of 90 days at a concessional rate of interest. The various forms of post-shipment finance are negotiation of bills drawn under LC, purchase/discounting of bills, overdraft against bills under connection etc
NON-FUND BASED ASSISTANCE
· i) Banks Guarantees: Banks are authorized to issue guarantees and furnish bid bonds in favour of overseas buyers. The various guarantees issued by banks are
· 1. Bid Bonds – Banks issue bid bonds to enable exporters to participate and quote price in various global tenders.
·  2. Preference Guarantee – It is required in case of export of capital goods and turnkey projects and construction contracts.
·  3. Advance Payment Guarantee – The banks also issue advance payment guarantee to the overseas buyer who normally makes certain advance payment to the Indian exporter against a bank guarantee.
· 4. Guarantee for Payment of Retention Money – Banks issue a guarantee for payment of retention money by the overseas party who would release the retention money to the Indian party only after receiving guarantee from bank. 
· 5. Guarantee for Foreign Currency Loans – It is sanctioned by financial institution abroad to Indian exporters who raise funds to finance their projects abroad. 
· ii) Credit Rating of Importers
· : Banks undertake credit rating of importers on request from exporters. They collect important information about their credit worthiness and supply the same to the exporters. 
· (iii) Information about Foreign Exchange Banks also provide information on the exchange rates of various countries.
·  (iv) Dollar Account Commercial banks provide services to their clients by opening 25% dollar account. Under this account, an exporter is allowed to retain 25% of the receipts in foreign currency accounts with a bank in India; these accounts help exporters to meet payment in foreign currencies
· (v) Invoicing in a Foreign Currency Sometimes a buyer insists for invoicing in a foreign currency which is generally suitable to him. Banks provide necessary information on this matter, such as whether the said currency is marketable or not, if the contract is not for major currencies.
·  (vi) Confirmation of Letter of Credit Banks also undertake the job of advising and confirming of L/C opened by importers. 
· (vii) Forward Exchange Contracts Banks cover the risks of fluctuations in foreign exchange rates by fixing the rate in advance for future transactions. Such rates are known as forward exchange rates.
·  (viii) Currency for Invoicing Services Banks provide foreign currencies for invoicing services, as all currencies are not readily available and may require prior permission for their release
Role of EXIM Bank in Export Finance
· Export and Import Bank of India was established in 1982 for providing finance to the Export and Import trade of eligible goods and to facilitate and promote foreign trade. 
· The EXIM Bank is the principal financial institution in the country which coordinates the working of other institutions tending finance for export-import activities.
Objectives of Exim Bank in Export Finance
· To make exporters competitive on the basis of financial terms offered by them.
· To provide Indian exporters with alternate financial solutions and enable them to become competent internationally.
· To provide relevant and timely information to Indian exporters about export opportunities in various areas of export.
· To provide currency advice to Indian producers to enable them to make cost-competent exports.
·  To provide marketing and production finance to Indian manufacturers to make their products internally competitive.
·  To look into the problems of Indian exporters and work on policies for resolution.
· FUNCTIONS OF EXIM BANK:
·  Financial assistance to Indian companies 
· Financial assistance to foreign govt. and business firms 
· Financial assistance to Indian commercial banks 
· Guarantees and Bonds 
· Advisory and other services
·  Fund Based Assistance & Non-Fund Based Assistance
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FUND BASED ASSISTANCE
· EXIM bank provides direct loans to exporters, refinance, overseas buyers‟ credit, foreign lines of credit, overseas investment finance and pre-shipment credit.
·  EXIM bank re-discounts export bills, and extends re-lending facility to banks abroad. It renders technology and consultancy services.
·  EXIM bank provides term finance for export oriented units. It assists programme. It assists SSI who are exporting by its bill re discounting programme. It also has on „agency credit line‟ with IFC. It refinances exports of computer software. 
· Fund based assistance is divided in to three broad groups.
·   1. Financial Assistance to Indian Companies
·  EXIM bank provides loans to Indian exporters in the following manner 
· (a) Financial assistance on deferred payment terms.
·  (b) Consultancy & Technology services.
·  (c) Pre-shipment credit.
·  (d) Facilities for export oriented units. 
· (e) Facilities for deemed export.
·  (f) Overseas investment financing. 
· 2. Financial Assistance to Foreign Government and Business Firms 
· EXIM bank also provides loans to foreign governments, companies and financial institutions in the following ways. 
· (a) Overseas buyers credit
·  (b) Lines of credit to foreign governments.
 (c) Relending facility to banks overseas
· 3. Financial Assistance to Indian Commercial Banks 
· EXIM bank provides loans to Indian commercial banks as shown below.
·  (a) Export bills rediscounting 
· (b) Refinance of export credit
· ii) NON-FUND BASED ASSISTANCES Non-fund based assistances provides cover assistance, retent on money, guarantees etc, 
· 1. Guarantees and Bonds
·  EXIM bank provides non-fund based assistance in the form of guarantees in the nature of bid bonds, performance guarantee etc. 
· These guarantees are provided together with commercial banks. 
· 2. Advisory and Other Services 
· EXIM bank adviser Indian companies, in executing contract abroad, and on sources of overseas financing. It advises Indian exporters on global exchange control practices. 
· EXIM bank offers financial and advisory services to Indian construction projects abroad; it advises small scale manufacturers on export markets and product areas. 
· EXIM bank provides access to euro financing sources and global credit sources to Indian exporters. It assists the exporters under forfaiting scheme. 
· EXIM bank also provides advisory services relating to marketing research, merchant banking, foreign exchange, risk syndication, dissemination of information through publications. 
SMALL INDUSTRIES DEVELOPMENT BANK OF INDIA (SIDBI)
· MEANING Small industries development bank of India (SIDBI) was established in April, 1990 under an act of parliament, the Small Industries Development Bank of India Act, 1989, as a wholly owned subsidiary of Industrial Development Bank of India, the premier development bank in the country. 
·  OBJECTIVES:
·  (a) To serve as the principal financial institution for promotion, financing and development of small scale sector. 
· (b) To coordinate the functions of the institutions engaged in promoting, financing of developing small scale sector. 
· SIDBI provides various schemes for the promotion, finance and development of units in the small scale sector and in the tiny sector.
·  The various schemes are broadly classified into three groups.
·  I) REFINANCE ASSISTANCE
· II) DIRECT ASSISTANCE 
· III) BILLS SCHEMES
· I) REFINANCE ASSISTANCE:
· 1) Seed capital scheme: SFCS/SIDCS provide seed capital to promoters of SSI units. The SFC/SIDC can then obtain refinance from SIDBI. This scheme enables the entrepreneurs to meet promoter’s contribution towards equity.
·  2) Equipment Refinance Scheme
· Refinance Assistance 
· Direct Assistance 
· Bills schemes
· II) DIRECT ASSISTANCE
·  1) Project Finance Scheme SIDBI provides direct finance to SSI units for setting up new projects. Preference is given to those units with export orientation, import substitution, hitech and those promoted by entrepreneurs with good track record. The project cost should not be less than Rs. 75 lakh and the debt equity ratio not to exceed 2:1 
· 2) ISO 9000 Scheme SIDBI provides direct finance to obtain ISO 9000 certification. The objectives are to promote quality systems in SSI units, with a view to strengthen their marketing and export capabilities. 
3) Equipment finance Scheme SIDBI provides direct finance to SSI units for the purchase of equipment, required for the purpose of expansion and modernization
· III) BILLS SCHEMES 
· 1) Direct Discounting Scheme (DDS) SIDBI directly discounts bills regarding sale of equipments where period of bill is 5 years and minimum transaction is Rs. 1 lakh. The same scheme is applicable in sale of components where period of bill does not exceed 90 days.
·  2) Bills Rediscounting Scheme (BRS) Under the scheme, SIDBI rediscounting the bills which were earlier discounted by commercial banks.
EXPOR CREDIT GUARANTEE CORPORATION OF INDIA LTD. (ECGC)
· In order to provide export credit and insurance support to Indian exporters, the GOI has set up the export risk insurance corporation (ERIC) in July, 1957.
·  It is now known as ECGC of India ltd. 
· ECGC is a company wholly owned by the GOI. 
It functions under the administrative control of the ministry of commerce and is managed by a board of directors representing government, banking, insurance, trade and industry.
OBJECTIVES of ECGC
· 1. ECGC is designed to protect exporters from the consequences of payment risks both political and commercial. 
· 2. It helps exporters to expand their overseas business without fear of loss.
·  3. It enables exporters to get timely and liberal/bank finance.
·  4. It provides to banks financial guarantees to safe guard their interests.
 5. It enables exporters and importers to take calculated risks in business
FUNCTIONS of ECGC
· 1. It helps exporters in obtaining financial assistance from commercial banks and other financial institutions on the strength of its policies and guarantee.
·  2. It helps in collecting and disseminating information regarding credit worthiness of overseas buyers. 
· 3. It helps in developing and diversifying exports. 
· 4. It insures the exporters against credit risks and guarantees payments. 
· 5. It charges lower rates of premium to enable exporters to effectively compete in international markets. 
· 6. It provides risk coverage against political and commercial risks.
· 7. It provides services which are not available from commercial insurance companies
POLICIES ISSUED BY THE ECGC
· ECGC issues various policies and guarantees which are as follows :
· 1) Standard Policies Standard policies issued to exporters to protect them against payment risks involved in exports on short term credit. 
· 2) Specific Policies Specific policies designed to protect Indian firms against payment risk involved in (a) Exports on deferred terms of payment (b) Services rendered to foreign parties, and (c) Construction works and turnkey projects undertaken abroad.
·  3) Financial Guarantees Financial guarantees issued to banks in India to protect them from risks of loss involved in their extending financial support to exporters at pre-shipment and post-shipment stages.
 4) Special Schemes:Special schemes such as transfer guarantee mean to protect banks which add confirmation to letters of credit opened by foreign banks, insurance cover for buyer‟s credit
Standard Policies
· The Standard Policies of ECGC provide cover for exporters for short-term exports.
· The different types of policies are:
· (i) Shipment (Comprehensive Risk) Policy – to cover both commercial and political risks from the date of shipment.
· (ii) Shipment (Political Risks) – to cover only political risks from the date of shipment.
· (iii) Contracts (Comprehensive Risks) Policy – to cover both commercial and political risks from the date of contract.
· (iv) Contracts (Political Risks) Policy – to cover only political risks from the date of contract.
· Standard policies cover following risks:
· (i) Commercial Risks:
· Covering Insolvency of the Overseas Buyer, 
· Protracted Default by the overseas buyer to pay for goods accepted by him within a specified period usually 4 months from the due date, 
· Repudiation – Buyers’ failure to accept goods subject to certain conditions.
· ii) Political Risks:
· Which covers imposition of restrictions on remittance by the Government in buyers’ country or any Government action which may block or delay payment to exporter, war, revolution or civil disturbances in buyers’ country,
·  New Import Licensing restrictions or cancellations of a valid import license in the buyers’ country,
·  interruption or diversion of voyage outside India resulting in payment of additional freight or insurance charges which cannot be recovered from the buyer, 
· any other cause of loss occurring outside India, not normally insured by general insurers and beyond the control of both the exporter and the buyer.
· Standard policies do not cover following risks
· (i) Commercial disputes raised by the buyer.
· (ii) Causes inherent in the nature of goods.
· (iii) Buyer’s failure to obtain necessary import or exchange authorization from authorities in his country.
· (iv) Default or insolvency of any agent of the exporter or collecting bank. Loss or damage to goods which can be covered by general insurers.
· (v) Exchange rate fluctuation risk.
· (vi) Failure of the exporter to fulfill the terms of the export contract or negligence on his part. The cover granted by ECGC on Standard policies is 90% of the value of exports. The premium for such policies varies for different countries and payment terms.
Specific Shipment Policies – Short-Term
· The Specific Shipment Short-Term Policies provides cover against commercial and political risks involved in export of goods on short-term credit not exceeding 180 days. Cover under these policies can be taken for shipment(s) made/to be made by the exporter to a buyer under a contract. These policies can be availed of by exporters who do not hold Comprehensive policy covering shipments in the specific contracts.
· Short-term policies could be:
· (a) Specific shipments policy covering commercial and political risks
· (b) Specific shipments (political risk) policy, to cover only political risk at the Post-shipment stage in cases where the buyer is an overseas government or payments are guaranteed by a Government or by banks or are made to associates, and
· (c) Specific Shipments (insolvency and default of L/C opening bank and political risks) Policy.
Financial Guarantees Offered by ECGC
· Packing Credit Insurance
· Export Production Finance Guarantee
·  Post-Shipment Export Credit Insurance
· Export Finance Guarantee
· Export Performance Indemnity
· Export Finance (Overseas Lending) Guarantee
Special Guarantees and Schemes
· Transfer Guarantee
· Exchange Fluctuation Risk Covers Scheme
· Maturity Factoring

Unit 4:Export Procedure and Documentation

Export Procedure
· Export procedure refers to the execution of an order received from an overseas buyer and includes everything that the exporter is required to do right from the receipt of a confirmed order up to the realization of final payment. 
· It is not difficult to receive an export order but extremely difficult to successfully and satisfactorily execute the same. This is because exporting goods overseas involves some definite procedure and is covered by legal restrictions.
·  Export trade is governed by legal controls and therefore, every function of it is carried out under definite procedures. The various procedures that are followed in the export of goods facilitate execution of export in a systematic manner.
· Export procedure involves a number of steps. The various steps can be classified into four stages 
· I.Preliminary Stage. 
·  II. Pre-shipment stage 
·  III .Shipment Stage
·  IV. Post-shipment Stage 
I.Preliminary Stage/Registration procedure
· 1) Organizing – The exporter should have an organization to look after exports. Exporters may set up a complete new organization or add on export section to an existing one. At this stage the exporter may take a decision to select the right product sell abroad.
· Some of the important business forms:
· Proprietorship
· Partnerships
· Limited liability partnerships (LLP)
· Limited Company
· One person company
· 2) Registering with various Authorities – The exporter should register his organizations with various authorities. 
· These are as follows:
·  a) Income Tax Authorities to obtain permanent Account Number (PAN). 
· b) Jt. DGFT – to obtain Import export code Number (IEC No.)
· The process of getting the IEC code is 100% online, and there is no need to visit any government office. Here are some important points on import export code:
· IEC code is mandatory to start the export business.
· IEC code once issued is valid for lifetime.
· There is no compliance related with IEC code.
c) EPC – to obtain Registration – cum –membership – certificate (RCMC)
 Always remember, if you are an exporter of goods, then it is mandatory to register with the export promotional council or with Commodity Board of India. 
· d) Other authorities, such as FIEO, sales Tax authorities, chambers of commerce etc.
· Opening of Bank Account
· The firm or company has to open a bank account with a branch of a commercial bank, authorized by Reserve Bank of India to deal in foreign exchange. Only a select few branches of commercial banks are authorized by RBI to deal in foreign exchange
· 3) Appointing Agent / Distributors – It is advisable to appoint agents or distributors in the selected overseas markets. The exporter may also open branches or sales divisions or depute permanent representative abroad. 
· 4) Approaching Foreign Buyers – The overseas agents / representatives approach foreign buyers with a quotation. The foreign buyer, if satisfied with the quotation and after clarifications, if any, will place an order with the exporter
· II.PRE-SHIPMENT STAGE
· 1) Confirmation of order – When the buyer is satisfied with the terms and conditions of the seller, he will place either a formal or confirmed order along with a signed copy of the contract. The exporter should acknowledge and confirm the receipt of such order.
·  2) Obtaining Letter of credit – Together with the acknowledgement letter confirming the receipt of an export order, the exporter may send a formal request to the importer to open a letter of credit in his favour. 
· 3) Obtaining pre-shipment Finance – As soon as the exporter receives a confirmed order and the L/C, he should approach his bank for securing pre-shipment finance to meet his working capital requirements. 
· 4) Obtaining Export Licence, if necessary‘s – Export control is exercised to a limited extent in India. The problem of obtaining export licence arises only in the case of a few controlled items. Otherwise, export business has been declined.
· 5) Production and Procurement of goods – Soon after securing the pre-shipment advance from bank, the exporter has to arrange for production and procurement of goods for shipment. A manufacturer exporter himself undertakes the entire process of production.
·  6) Packing and Marking – After procuring the goods meant for export, the exporter has to arrange for proper packing and marking of the goods. Packaging must ensure proper protection of the goods. The packing material should be selected after considering the distance to be covered, mode of transportation, types of handling of the goods at ports etc. 
· 7) Pre-shipment Inspection – If the export cargo is subject to qualify control and preshipment inspection, the exporter should get in touch with EIA to obtain Inspection certificate. 
· 8) Central Excise Clearance – Goods meant for export are exempted from the payment of excise duty. Excise clearance is obtained by two methods a)Export Under Rebate and b) Export Under Bond. 
· 9) ECGC cover – The exporter must take appropriate policy to protect him from credit risk. 
· 10) Marine Insurance policy – In order to protect the cargo from perils on high sea, the exporter has to obtain marine insurance policy. Payment of insurance premium depends on the type of price quotation accepted by the importer.
·  11) Appointment of clearing and Forwarding Agent – It is always advisable to appoint C & F agent to look after forwarding work which includes booking of shipping space, preparing and submitting various documents to customs
· Procedure of Quality Control and Pre-Shipment Inspection
· Systems of Quality Control
· 1.Self Certification
· 2.In-Process Quality Control
· 3.Consignment wise-Inspection
· Procedure for Pre-Shipment Inspection
· Application
· Deputation of Inspector
· Inspection and Testing
· Repacking of Goods
· Reporting to EIA
· Inspection Certificate
· Rejection Note
· Appeal Against Rejection
· III.SHIPMENT STAGE
· 1) Reservation of space in the ship – The exporter has to contact the shipping company well in advance for booking the required space in the vessel for shipment of his consignment. 
· He has to provide necessary information as regards date of shipment, gross and net weight of each package, particulars of the importer and that of his own, arrival and departure date of the vessel etc. when shipping company accepts the  exporter’s request, the company or its agent issues “shipping order”
· 2) Preparation and processing of shipping documents – When goods reach the port of shipment, the exporter has to arrange for preparation of a complete set of documents to be passed on to the forwarding agent. 
· 3) Physical Examination of goods at the port – The C & F agent obtains the carting order from the Port Trust to Cart the goods inside the docks. He then approaches the custom Examiner, who may physically inspect the goods. The custom Examiner then given “Let Export order”.
·  4) Loading of goods – The duplicate copy of shipping bill which is endorsed by the custom Examiner is handed over to the custom preventive officer, who endorses it with „Let ship order‟. The goods are then loaded on board the ship, for which Mate‟s Receipt is issued by the mate of the ship. The Mate‟s Receipt is handed over to the shipping company to obtain Bill of Lading.
· SHIPPING AND CUSTOM FORMALITIES
· The shipment of export cargo has to be made with prior permission of and under the close supervision of the custom authorities.
·  They cannot be loaded on board the ship unless a formal permission is obtained from the custom authorities. 
· The custom authorities grant this permission only when it is being satisfied that the goods being exported are of the same type and value as have been declared by the exporter or his C & F agent, and that the duty has been properly determined and paid, if any
· 1) Submission of Documents – For customs clearance of cargo, the exporter or his agent has to submit five copies of shipping bill along with necessary documents such as – 
· Letter of credit or confirmed export order. 
· Commercial invoice. 
· Packing list.
· Certificate of origin. 
· G. R. Form
· 2) Verification of documents – The customs appraiser verifies the details mentioned in each document and ensures that all formalities have been complied with by the exporter. It satisfied; he issues “A Shipping Bill Number” which is very important from the exporter‟s point of view. 
· 3) Carting order – The custom house agent of the exporter approaches the superintendent of the concerned port trust for obtaining a carting order. After obtaining the carting order, the cargo is physically moved inside the docks, which is basically the permission to move cargo inside the docks. The carting order is issued by means of an endorsement on the duplicate copy of the shipping bill.
· 4) Storing the goods in the sheds – After securing the carting order, the goods are moved inside the docks. The goods are then stored in the sheds at the docks.
·  5) Examination of goods – The customs examiner examines the goods and gets the package sealed in his presence. If satisfied the examiner grants permission for the loading of the goods onto the ship in the form of a “Let Export” order. The same procedure is now processed through Electronic Data Interchange (EDI) system. 
· 6) Obtaining ―Let ship order‖ – The custom House Agent submits the duplicate copy of the shipping bill along with other documents to customs preventive offices. If the customs preventive officer finds that every thing is in order he endorses the duplicate copy of shipping bill with “Let ship order”
· 7) Loading of goods – After obtaining the “Let ship” order the goods are loaded on the ship for which the mate of the ship issues a “Mate’s Receipt” to the superintendent of the port. Thats how the mate’s receipt reaches the office of the port trust. 
· 8) Payment of port dues – The Agent of the exporter then pays the required port dues and collects the mate’s receipt.
· 9) Obtaining Bill of lading – As the final step, the agent of the exporter submits the mate‟s receipt to the shipping company on whose ship the goods are loaded. The shipping company issues a bill of lading. Normally the bill of lading is issued in two or three negotiable and nonnegotiable copies, as they are required on various occasions later on
ROLE OF CUSTOM HOUSE AGENTS
· Custom Agents are the agents who look after the customs and forwarding formalities relating to export of goods. The custom House Agent provides a variety of services, which are complex in nature. The following are the most important among them.
·  1) Obtaining Shipping order – The CHA may obtain shipping order from the shipping company. The shipping order enables booking of space on the ship. At time, the importer does the booking of space on the ship.
 2) Arrangement for Internal Transport – The CHA arranges for the transportation of goods from the exporters factory or warehouse to the docks or the airport
· 3) Preparing of shipping Bill – Preparing of shipping bill based on the details mentioned in various documents given to him by exporter, the custom House Agent prepares the shipping bill in 5 copies. The shipping bill is required for customs clearance.
·  4) Submission of Documents to customs – The CHA submits the relevant documents along with five copies of the shipping bill to the customs house for verification. 
· 5) Obtaining carting order – The CHA obtains a carting order from the port trust authorities. The carting order is required for moving goods inside the docks
· 6) Storing of goods –
· After obtaining carting order the goods are physically moved into the port area and stored in appropriate shedes. This is required for the purpose of examination of goods. 
· 7) Obtaining Let Export‘ order – The CHA gets the goods examined by the customs examiner and gets the Let Export order from the customs examiner who duly endorses it on duplicate copy of shipping bill. 
· 8) Obtaining Let Ship order – The agent shows the Let Export order to the customs preventive officer before loading goods on the ship. After checking the goods if satisfied, he issues a Let Ship Order i.e. permission to load goods on the ship
· ) Loading of goods – Loading of goods then the CHA makes arrangement for loading of goods on the ship and after the goods are loaded the mate of the ship issues a mate receipt to the port superintendent.
 10) Obtaining Bill of Lading – The CHA surrenders the mate receipt to the shipping company and obtains the Bill of Lading. The Shipping company issues two or three negotiable and two or three non-negotiable copies of the Bill of Lading. It is an important document required further by the importer for customs clearance at the port of destination in importers country
IV.POST-SHIPMENT STAGE
· 1) Dispatch of Documents – Dispatch of documents by C & F Agent to the exporter. The details and the mode of dispatch of the shipping documents are specified in the L/C. negotiating, in this sense, implies mailing of dispatching a set of documents to ensure that the importer or his agent receives the same in time so that he can delivery of the exported goods.
·  2) Shipment advice to importer – After the shipment of goods, the exporter has to sent suitable intimation to the importer for his information. By this intimation, the date of shipment, the name of the vessel, date on which the goods will reach the destination should be informed to the importer. A copy of non-negotiable bill of lading is also sent for information. The importer gets the remaining documents through his bank.
· 3) Presentation of Documents to the Bank – A complete set of documents is submitted by the exporter to his bank for the purpose of negotiating the same and obtaining export proceeds in time. The bank then sends the same documents to the exporter. 
· 4) Realization of export proceeds – The exporter then proceeds to claim export incentives on the basis of bank certificate. The bank certificate gives description of the product, its value, the rate of conversion, the details of invoice etc. The exporter is entitled to various incentives such as  DBK and other incentives, it applicable.
 5) Follow-up of Export sales – A good exporter should always have a follow-up after sales i.e. he should provide necessary after sale service, find out buyer’s opinion towards the product and so an, which will help to generate more sales in the international market
Procedure for Realisation of Export Proceeds
· 1.Submission of documents
· 2. Verification of documents
· 3.Certification of documents
· 4.Dispatch of documents
· 5. Letter of Indemnity
· 6.Discounting of bills
· 7.Payment by Importer
· 8.Processing of GR Form
· 9. Follow -Up
· Exports Under GST: How to Use Bond or LUT?
· The motive of any developing economy’s government is to expand its export base. The rationale for the same is to maintain the balance of payments, create job opportunities and boost economic growth. 
· By providing certain benefits and reliefs on exports, the government promotes the trade. The exporters can avail these benefits and reliefs and thus undertake a free-flowing and beneficial trade
·  On the same note, the government provides certain benefits under the GST regime to exporters
· Under GST regime, the exporter has either of the two options:
· Export under bond without payment of tax
· Export along with tax payment and claim refund later
· 1. Brief on refund of IGST paid on Exports
· Under GST laws, the exporter has option to pay IGST on exports and then claim refund of the same. The process of claiming refund has been made easy for the export dealers. For export of goods or services or both, there is no need to file refund application (GST RFD-01) separately.
· The shipping bill filed by the exporter is a refund claim in itself. (Please refer to the next section 3.0 for an insight into the details to be furnished) The exporter charges IGST on the invoice for export at the applicable rate (rates specified for different goods and services). On payment of IGST, the refund can be claimed for the following two elements:Input tax credits on goods and services which remained unutilised;
· IGST paid on export of goods or services.
· The law specifies that shipping bill is to be considered as a refund claim on satisfying following two conditions.The person carrying export goods should file an export manifest and
· The applicant should have filed the returns GSTR-3 or GSTR-3B appropriately. A refund is initiated on filing table 6A in Form GSTR-1.
· On filing the above documents appropriately, the refund is processed by the department
· Letter of Undertaking (LUT) It is a type of bank guarantee, under which a bank allows its customer to raise money from another Indian bank’s foreign branch as a short-term credit. The purpose of such undertakings is to ensure that owner of the ship or aircraft would:employ security on the vehicle;
· enter an appearance acknowledge ownership;
· pay any final decree entered against the vehicle whether it is lost or not.
·  
· Bonds 
· It is a financial instrument in which the issuer of bond owes the holders a debt and is obliged to pay them interest or to repay the principal at a later date. It is a highly secured and highly liquid financial instrument which is mostly negotiable. This means that the ownership of the bond can be transferred. The most common types of bonds are municipal bonds and corporate bonds. In case of furnishing bonds for exports, the general parlance is B-1 Surety / Security (General Bond) is furnished. These kinds of bonds have a surety (another person) who guarantees the performance on the part of the obligor (person furnishing the bond).  
· Any registered taxpayer exporting goods or services can make use of LUTs. However, any person who has been prosecuted for tax evasion for an amount of Rs. 2.5 Crores or above under the act is not eligible to furnish LUTs. The validity of such LUT’s is for a period of one year (till the end of financial year). An exporter furnishing LUT’s are required to furnish fresh LUT for each financial year. If the conditions mentioned in LUT are not satisfied within the time-limit, the privileges are revoked and the exporter will have to furnish bonds.
·  For all the other assesses (along with the ones who have been prosecuted for tax evasion of Rs. 2.5 Crores or above under the GST laws), bonds should be furnished if the export is being made without payment of IGST. 
· The Letter of undertakings can be furnished and submitted online through the GST portal (refer 7.0 for steps to furnish LUT’s). 
· At the same time, the bonds are required to be furnished manually as the hardcopy of the same has to be remitted to the department. Example of transactions for which LUT/Bonds can be used:Zero-rated supply to SEZ without payment of IGST
· Export of goods to a country outside India without payment of IGST
· Providing services to a client in a country outside India without payment of IGST
· https://cleartax.in/s/gst-export-bond-and-lut
· e-BRC (Electronic Bank Realization Certificate)
· An Electronic Bank Realization Certificate (e-BRC) is issued by banks to exporters as a proof of payment and export. It is used to claim benefits of various schemes under the Foreign Trade Policy.
·  e-BRC is an initiative to promote paperless trade and the DGFT has created an electronic platform for Bank Realization Certificate. Using the e-BRC platform, banks can electronically transmit foreign exchange realization from banks to the DGFT server. This process is secured by the use of a digital certificate
· An e-BRC (Electronic Bank Realisation Certificate) is an important digital certificate for those involved in an export business.
·  It is issued by a bank as confirmation that the exporter has received payment from the importer against the export of goods. 
· Exporters are required to declare the value of the goods to be exported. Once all the payments against a shipping bill are received, an exporter can request their bank to close the entry into Export Data Processing and Monitoring System (EDPMS) and obtain an e-BRC. Any business applying for benefits under Foreign Trade Policy is required to furnish a valid BRC as proof of realization of payment against exports made
· What is the purpose of an e-BRC in exports?
· An exporter needs an e-BRC to avail various export incentives (duty exemptions, subsidies, low-cost loans, etc.) that are offered by the government as a part of the Foreign Trade Policy. In India, the FTP and many of the export incentives are implemented by the Director General of Foreign Trade (DGFT). 
· Earlier, an offline process, the DGFT has now made the entire process online and paperless. It allows banks to upload documents to the DGFT server and foreign-exchange information related to exports. This information is transmitted through the digital certificate called e-BRC
· BRC is an important step in the payment reconciliation process. Here is how the process of e-BRC works:

• Once the exporter receives payments in the bank account and the full value of the shipping bill within 9 months of the date of the shipping bill, export documents and the Electronic Foreign Inward Remittance Certificate (eFIRCs) are submitted to their respective banks.
· Exporter’s bank settles the bill in EDPMS and generates e-BRC on the DGFT website.
• Banks upload INR equivalent of the realised foreign exchange, based on the exchange rate that is defined by the Central Board of Excise and Customs (CBEC).
• Exporter can then collect e-BRC from their bank or DGFT.
· In India, a shipping bill is generated electronically on ICEGATE – the Indian Customs Electric Data Interchange Platform. The information on a shipping bill is automatically and electronically shared by ICEGATE with the DGFT. An exporter must link relevant shipping bills with e-BRC to claim export incentives.

• When an exporter claims an export incentive under a DGFT scheme, DGFT decides the value on which incentive is to be provided. For that, DGFT matches the Free on Board (FOB) value of the goods exported as contained in the shipping bill and the total realized value against export as mentioned in the e-BRC.

• While applying for an export incentive, exporter must ensure that the e-BRC value is reported by the bank and it shows the total realised value. If the e-BRC value is less, the bank should correct it.
· Exporters in India play a significant role to elevate the economy. They help increase the inflow of foreign currency that holds higher value in the international market. However, exporters sometimes obscure their data to achieve optimum profit.
· Therefore, the Reserve Bank of India introduced software called EDPMS to monitor exporters transaction details. This article consists of more information about this topic.
· RBI commenced a software Export Data Processing and Monitoring System in 2014. This is an online program for all Indian banks to record exporters’ transactions with them online. Thus, RBI can increase the transparency of records of dollar payment flow between India and abroad.
· Process of Export Data Processing and Monitoring System
· Under this system, all the banks must download the softex forms or shipping bills that the shipping agencies issue. These agencies include Special Economic Zones (SEZ), Software Technology Parks of India (STPIs) and Customs.
· The banks also must download the entry bills that all the ports issue.
· They then compare these data with the inward remittance data that the export companies proceed with.
· This data set permits the banks to track each shipment, exported with all apparatus status straight away.
· Besides, it authorizes exporters to demand benefits faster.
· Significance of Export Data Processing and Monitoring System
· The Reserve Bank of India will gather some crucial data regarding export bills with this system. It will help discover the number of dollar remittances destined for India but floating abroad. This data will also determine the dimensions of hedging against Indian currency that can assist RBI to control Forex market operations.
· Some exporters complain about their workforce shortage to fill up the essential data despite its importance. Some also are not interested in filling in their inward remittances details as the system creates transparency. Nevertheless, if RBI brings all exporters under EDPMS by strict regulations, it will improve India’s business environment.
· The Export Data Processing and Monitoring System (EDPMS) is an online software introduced by the RBI in 2014 for all banks to bring their transactions with the exporters online.
· Under the system, the banks download the shipping bills or softex forms issued by export agencies such as customs, special economic zones (SEZ) and Software Technology Parks of India (STPIs), bill of entry issued by ports.
· This data is then matched with the data on inward remittance of export proceeds from the exporting company.
· The data set allows banks to immediately track the status of each consignment exported with all instruments and also allows exporters to claim benefits faster.
· It has been cited as an example of improved foreign trade operations done by India and has contributed to the country’s improved score in the Ease of Doing Business index.
· Export Documents
· Commercial invoice
· Commercial Invoice is a legal bill that stands as proof of the transaction between the customer and the supplier. 
· Usually, it is the document required by customs to release the shipment. As it contains information on the shipment such as the value of the shipment, the number of units shipped and the conditions for sale between the parties. 
· Also, is it very important for the information provided in the invoice to correspond to the packing list. 
· The Pro-Forma invoice and the commercial invoice, though they look alike they are not entirely identical. One striking difference between the two is that one a pro-forma is issued the buyer can forfeit the deal. However, on issuing the Commercial invoice, the buyer is bound to his duties of the deal.
· Commercial Invoice Contains the following:
· List of Goods in the Shipment
· Name and Address of the Seller
· A detailed description of packaging (the type of container and shipment weight)
· Name and Address of the Buyer
· Respective quantity of goods
· Name and Address of Consignee
· Value of each Item
· Final price, unit price, and other charges
· Invoice number and date of invoice
· IEC Code and GST Number
· Terms of Sale
· Payment Terms
· Bank Details
· GST Amount
· Packing List
· Packing List is a more informative and detailed description of the packed goods for import or export.
·  It indicates the packing material used for packaging and the number of bags per master packaging. 
· Markings, HS Code, Net Weight, Gross Weight and individual bags weight is necessary to be mentioned on the packing list. 
· In addition, customs and shipping agents use packing list to determine the exact cargo weight and volume
· Contents
· Invoice No and Date
· Shipper Name and Address
· Consignee Name and Address
· Buyer Name and Address
· HS Code
· Marking
· Net Weight
· Gross Weight
· Weight of Individual Item
· Master Packing Weight
· Type of Packaging
· Date of Packaging
· Date of Expiry of Goods (if applicable)
· Importance of Commercial Invoice in Export and Import
· A commercial invoice is the seller's bill for merchandise or goods sold by him. Invoice contains all the particulars and details in respect of name and address of seller (exporter name and address of buyer (importer), date, exporter's reference number, importer's refer number, description of goods, price per unit at particular location, quantity, total value, packing specifications, terms of sale (FOB, CIF etc), identification marks of the package; total number of packages, name and number of the vessel or flight, bill of lading numb-e Place and country of destination, country of origin of goods, reference to letter of credit opened, terms of payment, and finally signature of the exporter etc.
· From the details, it also clear that invoice is an important and basic export document. It is also known as 'DOCUMENT OF CONTENTS' as it contains all the important information necessary for the preparation for the preparation of other export documents.
· For many countries, there are no prescribed special invoice forms. Exporters can use their normal invoices used for indigenous trade for exports made outside the country too and show the particulars required by the importer in terms of the contract. However, there are special invoicing procedures in respect of exports to certain countries like Canada, U.S.A and Australia. Some countries like Uganda, Mexico, Sudan and Tanzania require special customs invoices.
· Information about the special invoice forms required can be gathered from the respective Export Promotion Councils apart from the procedures of trade to be followed in respect of the importer's country. Any recognized Chamber of Commerce too can provide the information in this respect.
· Importance of Commercial Invoice in Export and Import
· To the Exporter
· Customs Clearance
· Claiming Incentives
· Recording and filing
· Reciept of Payment
· Documentary Proof
· To the Importer
· Customs clearance
· Claiming Preferential Tariffs
· Recording and Filing
· Payment of customs duty
· Payment to exporter
· Obtaining loan
· Bill of Lading/Airway Bill
· A bill of lading (BL or BoL) is a legal document issued by a carrier to a shipper that details the type, quantity and destination of the goods being carried. 
· A bill of lading also serves as a shipment receipt when the carrier delivers the goods at a predetermined destination. 
· This document must accompany the shipped products, no matter the form of transportation, and must be signed by an authorized representative from the carrier, shipper and receiver
· It acts as a piece of evidence for the carriage contract containing the terms and condition under which the goods transportation will be carried out
· It represents as a receipt which endorses that the carrier has received the cargo as per the contract and the goods are received in good condition.
· It is a document of title, permitting the sale of goods in transit and the raising of financial credit.
· Most of the local and international system does not consider a bill of lading as a document of title. It provides the right for the delivery to be made to the possessor
· Types of Bill of Lading
· On the basis of execution:
· 1. Straight bill of lading reveals that the goods are consigned to a specified person and it is not negotiable free from existing equities. It means any endorsee acquires no better rights than those held by the endorser. This type of bill is also known as a non-negotiable bill of lading, and from the banker’s point of view, this type of bill of lading is not safe. This type of bill is prominently used for military cargo.
· 2. Open bill of lading – This is a negotiable bill of lading where the name of Consignee can be changed with consignees’ signature and thus transferred. This can be transferred multiple times. Switch bill of lading is a type of open bill of lading.
· 3. Bearer bill of lading is a bill that states that delivery shall be made to whosoever holds the bill. Such bill may be created explicitly or it is an order bill that fails to nominate the consignee whether in its original form or through an endorsement in blank. A bearer bill can be negotiated by physical delivery. They are used for bulk cargo that is turned over in small amounts.
· 4. Order bill of lading is the bill uses express words to make the bill negotiable. This means that delivery is to be made to the further order of the consignee using words such as “delivery to A Ltd. or to order or assigns. The cargo is only delivered to the bonafide holder of the bill of lading, and it has to be verified by an agent who issues delivery order and the verified bill of lading.
· ON the basis of Method of Operation
· Received for shipment bill of lading–This bill is sent from agent /charterer to shipper. The endorsement of this bill ensures that the carrier has received goods but does not confirm it is onboard of the assigned vessel
· Shipped B/L – This bill of lading is Issued when cargo is loaded on board. It binds the shipowner and the shipper directly
· A clean bill of lading is one which states that the cargo has been loaded on board the ship in apparent good order and condition. Such a bill of lading will not bear a clause or notation which expressively declares a defective condition of goods and/or the packaging. The opposite term is a soiled bill of lading. It reflects that the goods were received by the carrier in anything but good condition.
· ON the basis of Method of Operation
· Through B/L – This bill of lading is a legal document that allows for direct delivery of cargo from point A to point B. The bill allows transportation of goods both within domestic borders and through international shipment as it serves as a receipt of the cargo, a contract of carriage, and sometimes title for the products as well
· Combined transport B/L – This bill gives information about cargo being transported in large containers by sea and land, i.e. through multi-model transport
· Dirty bill of lading: If the shipowner raises an objection about “the condition of the cargo is in good order”, he/she can include a clause thereby causing the bill of lading to be “claused or dirty” along with the remarks as per the finding of the cargo condition. E.g. torn packing, broken cargo, shortage in the quantity of the goods etc.
· Shipping bill/Bill of Export
· An exporter, while sending goods from one country to another has to go through various formalities including submitting various applications, acquiring licenses, paying duties and so on. 
· To acquire a clearance for export, from the Customs, an exporter will have to submit an application called the ‘shipping bill’. One cannot load the goods unless the exporter files the shipping bill. The export may be by air, vehicle, or vessel.
· The shipping bill is generally prepared in  5 copies
· 1.Customs Copy
· 2.Drawback copy
· 3.Export promotion copy
· 4.Port trust copy
· 5.Exporters copy
Types of Shipping Bills
· Dutiable Shipping Bill: It is printed on yellow paper and is meant for goods that are to be exported on payment of export duty.
· Duty-Free Shipping Bill: It is printed on white paper and is for goods exported without duty payment. These are not eligible for duty drawback.
· Drawback Shipping Bill: It is printed on green paper, but once the drawback has been paid it is printed on white paper.
Shipping Bill for export of goods under Duty Entitlement Passbook Scheme (DEPB): It is printed in blue; this is for goods exported under the government’s DEPB export incentive scheme
Certificate of origin
· A Certificate of Origin (CO) is an important international trade document that certifies that goods in a particular export shipment are wholly obtained, produced, manufactured or processed in a particular country. 
· They declare the ‘nationality’ of the product and also serve as a declaration by the exporter to satisfy customs or trade requirements.
· COs are requested by customs, banks, private stakeholders and importers for several purposes. Almost every country in the world requires CO for customs clearance procedures: when determining the duty that will be assessed on the goods or, in some cases, whether the goods may be legally imported at all.
· Types of Certificate of Origin
· Non-preferential Certificate of Origin: This type of Certificate of Origin states that the goods being exported/imported are not given any preferential tariff treatment and the due duties must be levied upon the goods that are being moved.
· Preferential Certificate of Origin: This type of Certificate of Origin is given towards goods that are subject to preferential tariff treatment in the payment of duties. These duties may be a reduction of the normal tariff, or it also may be a complete exemption of the tariffs. Such a situation arises when two or more nations reach a trade agreement entailing such exemptions when goods are exported or imported between these nations
· Type A: Certificate can be  obtained from Chambers of commerce/Trade Associations.
· Type B: Issued by EIA, DGFT, EPC-fall under thei category
· Type C; Issued by High Commissioner of the country
· Consular Invoice
· A consular invoice is a document certifying a shipment of goods and shows information such as the consignor, consignee, and value of the shipment. 
· Generally, a consular invoice can be obtained through a consular representative of the destination country and must be certified by the consul of the country of destination, who will stamp and authorize the invoice.
· A consular invoice is a document specifying the contents and details of a shipment certified by the consul of the country the merchandise is being sent to.
· Countries requiring a consular invoice include Latin American countries, Kenya, Uganda, Tanzania, Mauritius, New Zealand, Myanmar, Iraq, Australia, Fiji, Cyprus, Nigeria, Ghana, Guinea, and Zanzibar.
· Customs officials use the invoice to confirm what's in the shipment, the number of goods, and the cost—and thus determine the import duty.
· The export price is scrutinized relative to the market price in the original country to make sure an unfair trade practice called "dumping" is not taking place.
· With dumping, an exporter sells goods in a foreign market for less than what they cost at home to have a competitive advantage over other suppliers.
_________________________________________________________________







image4.png




image5.png
INCOTERMS 2020

Point of Delivery and Transfer of Risk

: 8 ] 43
000 S )o‘ s
SELLER | reachric) ousen) Ly b R mEm
Sop por port s
500 V3 EX WORKS @)
PN S o )
(750 " 3p FREE ALONGSIDESHIP )
(0 3p FREE ON BOARD 0
(ZZ8 3 COST & FREIGHT o
(" 3P COST, INSURANCE & FREIGHT )
crT P> @ COSTPAIDTO
cp P @ CARRIER & INSURANCE PAID TO
oe0 D> Y T
LU 3 DELIVERED AT PLACE 0
oop D L

I s 1er's osLIGATION (® TRANSFER OF RISK BUYER'S OBLIGATION





image6.png
1

——— Agree on a Contract ————
> Goods are Shipped ————>

EXPORTER 5 IMPORTER

4: 6 Letter of 8 2
Verifies Documents Credit Verifies Applies
the LC & are Process Flow and for an
forwards provided Chart sends it LC
it to the
exporter

7
————> Documents are forwarded ———> E

Letter of Credit €————————
3 ISSUING BANK

ADVISING BANK
(CONFIRMING
BANK)




image7.png
ROLE OF EXIM BANK:

ROLE OF
EXIM BANK

2 = = PRODUCTION EQUIPMENT

LOANS TO INDIAN COMPANIES FINANCIAL PROGRAMME

LOANS TO FOREIGN COMPANIES & EXPORT MARKETING
FINANCIAL INSTITUTIONS. FINANCE

LOANS TO COMMERICAL BANKS O EXPORT VENDER
INDIA DEVELOPMENT




image1.png




image2.png
! Education
Foods Cigarette | | Lifestyle ‘ and

etaning Stationery |
Kitchen of India Gold Flake Wills Lifestyle Classmate
Aashirwaad Classic John Players Paperkraft

Sunfeast India Kings ColaioRw




image3.png
HeT

THISWAYUP FRAGILE  KEEPDRY

HANDLE WITH CARE

it @ TR

THISWAYUP FRAGILE  KEEP DRY THISWAYUP FRAGILE  KEEPDRY

HANDLE WITH CARE HANDLE WITH CARE

rstock.com - 1607876890




