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Objectives:
Students should know who a trader can employ to help him to distribute his goods
Benefits:



Students should be able to explain:

· the duties and the rights of each of the agents

(commission agent, commercial agent, commercial traveller and commercial broker)

· the advantages and disadvantages of one agent over the other in certain circumstances

At the end of the lessons the students should be able to say which agents an entrepreneur can employ in order to distribute his goods. The student should be able to explain what rights and duties each of the agents has and which agent the entrpreneur should employ under given circumstances. 

	Teaching Time

(expe-rience)
	Contents
	Activities
	Media
	Teaching

Method
	Skills

	10 minutes
	Basic scenario
	Teacher sets basic scenario and explains method
	Illustration 1
	Present-ation 
	Listening,

understanding the teacher,

understanding illustrations

	15 minutes
	Agents
	Each student works in his basic group on the agent that is assigned to him.
	Texts 1-4,

dictionaries


	Individual work
	Self learning,

working with dictionaries

	30 minutes
	Agents
	Students join in expert groups and work together on the texts 
	Texts 1-4,

dictionaries
	Group work
	Working in a group,

listening and speaking skills, 

working with dictionaries

	Alternative 1

	10 minutes
	Agents
	The members of the expert groups fill in worksheets 1 – 6
	Texts, worksheets 1-6
	Group work
	Working in a group,

listening and speaking skills

	40 minutes
	Agents
	The students go back to their basic groups and explain “their” respective types of agents to the other members of their basic group taking the worksheets as a help.

(The teacher may have a look at the worksheets before)
	Work-sheets 1-6
	Group work
	Working in a group,

listening and speaking skills,

explaining,

asking and answering questions

	Alternative 2

	40 minutes
	Agents
	The students go back to their basic groups and explain “their” respective types of agents to the other members of their basic groups.
	Work-sheets 1-6
	Group work
	Working in a group,

listening and speaking skills,

explaining,

asking and answering questions


	40 minutes
	Agents
	With the help of the experts the members of the basic groups fill in worksheets 1 – 6.
	Work-sheets 1-6
	Group work
	Working in a group,

listening and speaking skills,

explaining,

asking and answering questions

	20 minutes
	Agents
	With the help of the teacher students compare their work and correct mistakes if necessary.
	Work-sheets 1-6
	Class work
	Arguing, expressing and accepting objective criticism,



	Alternative A: Alternatives 1 and 2 (continued)

	30 minutes
	Agents
	Each of the agents is presented to the class by one student orally.
	
	Individual work
	Speaking, listening

	Alternative B: Alternatives 1 and 2 (continued)

	20 minutes
	Agents
	The experts come together again and prepare a handout for the other students
	Texts and worksheets 1-6
	Group work
	Arguing, expressing and accepting objective criticism


Basic scenario

A Japanese producer of cars wants to expand his sales to Germany. He has decided to look for somebody that he can either employ in his firm or use in another way to sell his goods in other countries. 

One day he finds a book that is written in English on how to sell goods in Germany. The book contains four texts, one on the commercial traveller, one on the commercial agent, one on the commercial broker and one on the commission agent. 

He gives you the book and asks you to prepare presentations on each of the four agents. You decide to give each of the four texts to a group of experts who read the text and prepare  presentations. In order to find out what questions may arise at the conference in which you have to present the texts you decide to let each expert explain what his text says on “his” agent to  “non-experts” first.

Illustration 1

1st  PHASE in the BASIC GROUP: 
Each member of the basic group gets one subject on which he has to work. The subject is marked by a colour. Each member of the group works by himself. 













  
2nd  PHASE in the EXPERT GROUP: 
All the members of the basic groups  which have the same subject  form one expert group. They explain to each other what they have not understood. 

Then they prepare a common presentation for their respective basic groups.  

3rd  PHASE in the BASIC GROUP:
The members of the basic groups come together again. The experts present to the other members what they have worked out in the expert groups. 


                       *                


A 4th phase in the expert group may be added in which the experts improve and refine their presentation on the basis of the questions that have arisen in the basic groups. 

One of the experts then presents the complete presentation to the whole class. It is also possible to give a handout to each of the students.

Agents in International Trade (German law)

Sales Representatives

The sales representative is an employee. He has usually got the authority to form contracts for his employer.

The sales representative usually gets a fixed income and in addition an amount of money that depends on the turnover that he makes for his firm. This is called commission. He is also entitled to have his expenses refunded.

The sales representative has the following duties:

· to keep the customers

· to advertise / look for new customers

· to inform the customers about new developments of goods, new assortments and the development of prices

· to inform the management of his firm about the situation in the market, e.g. the wishes of customers that he gets to know while selling the products, complaints about the goods he has sold etc.

· to follow his employer's instructions.

That means that the sales representative forms the contract in his employer's name and for his employer's account i.e., the employer is legally bound by the contract, he has to accept the goods and pay for the goods that the sales representative has bought or deliver the goods to the customer with whom his sales representative has formed a contract. 

If nothing else is agreed on the sales representative has got the authority to:

-     form sales contracts

· receive complaints about products

He is entitled to collect debts only if he is especially authorised by his employer. 

Commercial Agents
A commercial agent is an independent merchant who is permanently engaged to mediate and/or to form contracts for his principal. 

As a rule he lives in the area in which he tries to sell the goods; that is why he has a better contact with his customers than a sales representative could possibly have. If sales decrease he gets less money (which is called commission) i.e. he gets no fixed salary. If, however, the turnover increases his commission increases likewise.  
The basis of the business with his principal is the agency agreement. As these contracts are formed for an indefinite time they are ended when the commercial agent or his principal give notice. In Germany the terms of notice are fixed by law (Handelsgesetzbuch - Commercial Code).

Period of contract



term of notice

up to 1 year






1 month

1 to 2 years






2 months

3 to 5 years






3 months

more than 5 months




6 months

In Germany the duties and rights of commercial agents are also fixed by law:

Duties











Rights



                            
.                 

- making efforts to mediate or do business              
- being provided with sales literature

           for the principal
  (e.g. price list, catalogue), samples etc.

         - diligence of a merchant                                          - equalization claim  (i.e. compensation

- acting according to the demands of the                     if the principal benefits considerably  

  principal                                                                     from a mediated contract after the

- immediate information of the principal                      agency agreement  has been ended 

  about the mediation or formation of a

 

- authority to mediate  

  contract










- authority to form contracts only by


- carrying out the orders himself – no 
            

  special agreement

subcontracting  without the principal’s                    - authority to collect debts only by 

  permission                                                                  special agreement

-  delcredere commission (if the agent  

    agreement says that he is liable if a  

     customer does not pay)  

Commercial Brokers

A commercial broker is an independent merchant who mediates business on behalf of and for account of his principal. That means that the contract that may be formed is not formed between him and his principal’s business partner but between the two business partners themselves. The commercial broker neither has to pay the price of the goods nor does he get it. He only mediates the contract.

He is an expert in his area of business. He is familiar with markets that are unmanageable for his principal. That allows him to find the most favourable business for his principal.

A commercial broker is made use of only temporarily. That is why he is often engaged for business that is not normally done by the principal. He is an impartial mediator between seller and buyer. Buyer and seller share the brokerage i.e.  the money the broker gets for his services. 

Duties














Rights



        . 

- diligence of a merchant









- brokerage

- liability













- expenses refunded only by

- keeping a diary





  





   special agreement

- broker’s memorandum for each of the two parties



- authority to act as intermediary









   







   (to negotiate)


Commission Agents

The commission agent is an independent merchant. He buys or sells goods or stocks commercially on his own behalf (in his own name) but on the account of a third party. This third party is his principal. 

The relationship between him and his principal may either be permanent or on a temporary basis. It is laid down in the commission contract. 

It is typical of the contract that the commission agent does not let his suppliers or customers know about the commission contract: The commission buyer buys, the commission seller sells in his own name (on his own behalf),  i.e. the sales contract is formed between him and his business partner  legally effectively: he has e.g.  to deliver the goods even if his principal does not send them to him. 

The commission buyer buys on his own behalf, which means that the sales contract is formed between him and the supplier. That is why he becomes the owner of the goods that he buys until the ownership is transferred to the principal. 

The commission seller, however, does not become the owner of the goods that he has to sell on commission because the goods are sold on commission only. The principal remains the owner, the commission seller only becomes the possessor of the goods. He is, however, allowed to sell the goods, something that normally only the owner can do.

But he buys on his principal’s account. That means that his principal  has to pay for the goods that the commission agent has bought for him and gets the money that the commission agent has received for the goods that he has sold.

The claim for payment that arises from the sales contract has to be assigned to the principal. In international trade this leads e.g.  to the principal bearing the risk of the confiscation of the goods in foreign countries (political risk).

The commission agent normally keeps stocks on consignment (stocks on commission). The principal saves the costs of keeping stocks and at the same time makes sure that the goods are kept near to his customers. The commission agent bears the costs of keeping stock, gets money for the turnover, which is called commission, without bearing the risk of not being able to sell the goods.

Duties














Rights


                    .

- diligence of a merchant









- commission
- protecting  his principal’s interests







- having his expenses refunded

- liability for damage to or loss of the goods





- self-contracting

- acting according to the demands of the principal



- statutory lien on the goods

- informing the principal of events concerning the goods


- authority to form sales 

- settling  accounts





  





   contracts

The commission contract usually provides:

· that the commission agent has to check the goods immediately and carefully to keep complaints of customers to a minimum

· that the commission agent insures the goods for the time they are in his warehouse

· that the commission agent must buy or sell the goods at prices that are fixed by the principal   (either fixed prices or minimum or maximum prices)

· that the commission agent and the principal regularly settle their accounts.
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Fill in the following expressions:

nine of the following eleven:

commercial agent (authority to mediate), commercial agent (authority to form contracts) , commercial agent (authority to collect debts), commercial broker, commercial traveller (authority to form contracts), commercial traveller (authority to collect debts), commission agent (buyer), commission agent (seller), customer, buyer, seller 

and all of the following:

sales contract, commission contract, agency agreement, broker’s contract, employment contract with authority to form sales contracts  purchase order, sales order, offer, order, acknowledgement, sales literature and samples, memorandum

commission, brokerage, price, price less commission, price plus commission, salary, expenses

goods
KEY TO THE EXERCISE
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price less commission
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