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10 Akkreditiv, Kreditbrief
11 Konnossement
12 übereinstimmen mit
13 hier: gewährleisten
14 Zuverlässigkeit
15 Schritt für Schritt
16  hier: Zahlung per 

Überweisung
17  zurückfordern, 

zurückverlangen
18  laufendes Konto, 

Kontokorrentkonto
19 in regelmäßigen Abständen
20 Verwaltungskosten

1 abziehen

Study the table and answer the following questions.

1 Which method of payment is frequently used for new customers?

2 Which method of payment helps to reduce administrative costs and why?

3 Why is “Cash on delivery” more or less risk-free for both the buyer and the seller?

4 Which is the preferred method of payment for online transactions and why?

5  Which methods of payment allow the customer to get the goods before paying?

6 Which method of payment is the riskiest for the seller? State why this is so.

Decide how and when payment must/can be made.

What does the buyer have to do if the supplier states the following terms in her/his 
offer (Column A)? Choose from the list in Column B.

Method
Time of 
payment

Goods 
available 
to buyer

Risk to seller
Risk to 
buyer

Comments

Letter 
of credit 
(L/C)10

After 
shipment of 
goods and 
handing 
over of 
documents 
(invoice, bill 
of lading 
[B/L]11, etc.)

After 
payment

Payment 
against 
documents; 
payment is 
assured12 
when 
documents 
match13 the 
terms agreed 
in the L/C

Shipment 
is assured; 
the import-
er must 
trust the 
exporter’s 
reliability14

•  Complex step-by-step15 
transaction in interna-
tional business directly 
involving banks in the 
buyer’s and the seller’s 
countries

•  Protects the interests 
of both the buyer and 
the seller

Payment 
by bank 
transfer16

After 
receipt of 
invoice

After 
receipt of 
goods

Buyer might 
not pay (and 
keep the 
goods); 
claiming17 the 
goods back17 
is not easy

None Standard form of 
payment in business 
transactions

Open 
account18

After 
receipt of 
invoice 
(monthly, 
quarterly)

Payment 
at regular 
intervals19 
to reduce 
administra-
tion costs20

Relies on 
buyer to pay 
as agreed; 
involves trust

None Common for partners 
with frequent and 
regular transactions

A  Terms of payment B  Action

2% cash discount for prompt payment

Cash only 

Cash terms only

Net 30

Payable net cash

Payment on receipt of invoice/ 
Prompt payment

CIA/PIA

CWO

Make payment immediately after receipt of the invoice
Make payment in advance
Make payment when the invoice has arrived
Make payment when placing the order
Make payment within 30 days
Make payment within 30 days without any deduction
Make payment without any deduction
Pay by cheque
Pay cash
Pay early and deduct1 a small percentage from the invoice amount
Pay electronically (bank card, credit card, PayPal)




