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Chapter 1 Introduction to Import
and Export Trade

Learning Objectives

In this chapter, you will:
» Understand the main characteristics of import and export trade;
» Learn how to start in import and export trade;
» Understand the importance of online resources to start an international business;
» Understand the structure of the book.

With the development of integration of the world economy, one cannot neglect
the importance of international trade to promote national economic growth, And the
growth of international trade is satisfied specifically by thousands of import and
export transactions. This chapter will tell you the characteristics as well as basic tips

you need to understand before getting started in import and export trade.

1.1 Characteristics of Import and Export Trade

This book focuses on import and export trade of goods, which refers to the
activity between the buyers and the sellers in the purchase, sale and or exchange of
commodities or goods in overseas markets.

The main characteristics of such economic activity are as follows:

» The activity is more complicated than domestic trade due to different trade
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policies, measures, relevant laws or foreign exchange controls.

» The activity is more unstable than domestic trade due to political, economical and
other factors.

» The buyer and the seller will bear more risks in performance of transactions.

» The buyer and the seller will face more procedures in performance of transactions.

1.2 How to Get Started in Import and Export Trade

> Target market research. Find out who you will sell your products to and develop a
plan on how to market to them. The best thing to do is to do some market
research in order to find out if there is a demand for your products in the
marketplace. Then research your market to make sure that your business has the
opportunity to be profitable. These researches include things like consumer
trends, current markets (local, national and international), industry knowledge,
competition and future growth.,

> International business plan, Behind most import and export success stories is a
plan. An international business plan is an essential tool to properly evaluate all the
factors that would affect a company’s ability to go international. An effective plan
should include import or export analysis, implementation plan, import or export
strategy, financing, pricing, logistics and distribution and forecast, etc.

5 Pricing determining. Any export-import business can only be successful if the
goods provided have the cost advantage. Pricing can either make or break business. You
don’t have to be so generous as to give away your products or services; you also
shouldn’t be so greedy that you push away potential customers. That is why the right
pricing is the key. If you will manufacture products, then you should consider the
labor, materials, overhead, and the profit when selling products. Providing the
goods on the same cost will not serve any purpose.

» Understanding of process. Different paths are taken by an import business and
another set of different paths are taken by an export business. Therefore, you
should familiarize yourself with the process, such as import or export license,

declaration at the customs, inspection, transportation, arbitration, payment,
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export/import regulations and Terms of trade.

» E-commerce resources and website tools. There are many useful online resources you
can choose for better starting up of your business. Before making use of them, you
need to establish your own website to attract relevant targeted traffic. Search engine
optimization ensures that your website ranks well on all major search engines like
Yahoo, Google and MSN and that more targeted visitors land on your website.
You may also join in some B2B websites (http://www. exportbureau. com,
http: //www. ec2l. com, http://www. made-in-china. com, etc.) to introduce
your products, firm’s information and website, etc. You may also make use of
some famous industry websites. Some yellow pages can also help you find

potential customers@,

1.3 Tips on Getting Started an Import or Export Business

» Learn as much as possible about import/export business and international trade.

» Decide what type of products you want to import or export and determine how you
will buy or sell the products.

» Set up a business checking account, decide upon a name, set up an office.

» Start slowly by making small deals first.

» Begin to expand by making more and larger deals.

» Make sure that every mandatory procedure has been accomplished. For example,
your registration number from taxation department or other procedures,

» Find out about licensing requirements for import or export.

» Participate in the local Boards of Trades (or Chambers of Commerce if there is no
local Board of Trade) for more practical experience or information.

» The laws in every region or country vary in international business. Thus you need
to have a general idea of those different laws and practices.

» Write a good developing letter for starting your business. The detailed techniques

will be discussed in Section 1. 4.

@O www. europages. com, wWww. superpages. com, www. yellowpages. com. au, etc.
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ICC

International Chamber of Commerce *

The world business organization®

ICC

ICC is the voice of world business championing the global economy as a force
for economic growth, job creation and prosperity.

Because national economies are now so closely interwoven, government
decisions have far stronger international repercussions than in the past.

ICC—the world’s only truly global business organization responds by being
more assertive in expressing business views.

ICC activities cover a broad spectrum, from arbitration and dispute
resolution to making the case for open trade and the market economy system,
business self-regulation, fighting corruption or combating commercial crime,

ICC has direct access to national governments all over the world through its
national committees. The organization’s Paris-based international secretariat
feeds business views into intergovernmental organizations on issues that directly

affect business operations.

(Source: http: //www. iccwbo. org/id93/index. html)

1.4 How to Write a Good Developing Letter

» Pre-select the group of potential new customers you’re going to address the letter
to. You can do a market research of the destination country through the help of
the chamber of commerce of your country.

» Whenever possible, obtain the name of the purchasing manager (if it is to sell a
product), and address the letter personally to his/her attention.

» Should it be possible, write the letter in the country’s local language.
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» It is preferably to send a letter than an e-mail. A letter allows the receiver to read
it more carefully, especially if accompanied with an attractive brochure; an e-mail
message, because of its immediacy and the high number of messages received,
may not even be opened by the receiver,

» The drafting of the letter should not be very long, since the aim is to arouse
curiosity and initial interest of the receiver, not to sell the product.

» Start the text with a brief introduction of your company, inviting the recipient to
obtain in-depth information about your products in the brochure that you have
attached or through your website,

» Next, you may mention that your manufacturing process allows you to increase
production and that your company has established new market entry goals in
the new customer country, clearly showing that export is a core activity for
your company, and that your decision is to remain in the new market for a long
time.

» You may state that your company is willing to reach distribution agreements in the
new market, or you are just willing to sell your products directly to the consumer.

» Put yourself in his/her shoes for any questions or concerns he/she may have and
leave your name, title and contact information. The letter should not occupy more
than one folio.

» Enclose a brochure with information about your company, emphasizing the aspects
that are most important, e.g. experience, quality of your products, market
position, production capacity, references to current customers.

» Include in the letter the address of your company’s site on the internet, inviting
the recipient to visit for more information and/or contact directly with your
company, and include name of contact person and contact details.

» Keep a record of sent letters to control the replies. If possible, one week later,
make a phone call or send an e-mail to the recipient to confirm if he/she has

received the letter and to make clear if they need any additional information, @

@ Source: http: //www. ebsi. ie.
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1.5 Structure of the Book

This book is intended to enable you to become a better, more successful
participant in international transactions. It is written for college students who want
to have a general idea about import and export trade and for those who are going to
start their international business as a career. The full text melds theory and practice
to balance conceptual understanding and knowledge of day-to-day realities.

This book is structured to explain step by step the basic procedures in import
and export trade. Chapter 1 introduces the characteristics of import and export trade
and tells you how to get started in international business successfully. Chapter 2
describes the negotiation of main and general clauses in import and export contracts,
Chapter 3 tells you how to perform import and export contracts under different
modes of payment. Chapter 4 explains the subject matter of contracts including name
and quality of goods, quantity and packaging of goods. Chapter 5 demonstrates with
formulas how to make cost accounting for import and export price, and introduces
trade terms and relevant practices. Chapter 6 introduces different modes of
transportation in international trade and important transport documents. Chapter 7
explains theory of international cargo insurance and focuses on marine cargo
insurance practice. Chapter 8 presents different international instruments for
payment and main modes of international payment. It also explains some other
banking services such as letter of guarantee and standby letter of credit. Chapter 9
focuses on general clauses of contracts such as inspection, disputes, claims, force
majeure, retention of title, arbitration and mediation. Chapter 10 presents the
importance of E-commerce and basic knowledge in this respect. Chapter 11 shows
common fraud schemes in international business and tells you how to manage those
risks.

The beginning of each chapter shows you the learning objectives. Next are the
main contents to be learnt. After finishing the main contents, you will find a
summary of the whole chapter. You may also find a list of key terms and concepts

with Chinese translation., At the end of each chapter, questions for discussion and
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recommended readings are provided to help you enrich your knowledge.
We hope that upon finishing the book, you will not only have completed an
academic subject but also be well versed in each procedure of import and export trade

and relevant issues.

1.6 Summary

In this chapter, you have learnt the differences between domestic trade and
foreign trade, i.e. import and export trade. You know that there are more risks and
procedures as well as different applicable laws or regulations in foreign transactions.
There are also many other factors, such as foreign exchange rate, economic or
political factors which bring about unstableness in import and export trade.

You have also learnt on how to start import and export trade in foreign
markets. You need to do research work on your target markets as well as target
customers. Some important tips have also been given to you for a good start. You
also need to write a good developing letter to attract potential customers for a new

business, and try to make full use of online resources.

Key Terms and Concepts

foreign exchange controls: ¥MC 45 4l

target market research: H#xH1iA 2

import or export license; #F 1 8% H 14 7] 4E
declaration at the customs: H} H#&&

targeted traffic: HAR L&

International Chamber of Commerce (ICC) : EFRRE<

LU A

Questions for Discussion
1. What are the main characteristics of import and export trade?
2. How to get started an international business?
3. How can you find target customers?
4

. How to carry out a successful international market research?

Recommended Readings
1. Michael R. Czinkota, Ilkka A. Ronkainen, Michael H. Moffett, International Business 5th edition, China
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Machine Press, 2003.

The Convention on Contracts for the International Sales of Goods (CISG).
Uniform Commercial Code (UCC).

Contract Law of the People’s Republic of China

http: //www. ft. com/home/uk

http: //www. mofcom. gov. cn/

http: //www. icewbo, org/

http: //www. alibaba, com/

http: //ibdaily. mofcom. gov. cn/



