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Procedures of Import and
Export Transaction

BEH O 28 B i i

Learning objectives

After studying this chapter, you should be able to:

1. Describe the procedure of import and export transaction;
2. Grasp the four links of business negotiation;

~ i

3. Describe the content and form of contract.

Imports and exports have been very important for Chinese economy since the
implementation of opening-up policy. In fact, international trade is essential for every country.
Each country has to import the articles and commodities it does not produce itself, and it has to
earn foreign exchanges to pay for importing. It does this by exporting its own manufactured
articles and surplus raw materials. Thus the import and export trades are two sides of the same
coin, and both can have beneficial effects on the home market. Imports create competition for
home-produced goods; exporting gives manufacturers a larger market for their products, helping
to reduce the unit cost. In each case the effect is to keep prices down in the home market.

But because of some reasons there may be factors that compel the government to place
restrictions on foreign trade. Imports may be controlled or subjected to a customs duty so as to
protect the home industry, or because the available foreign exchange ought to be paid for buying
more essential goods and exports. Exports, may be restricted in order to conserve a particular
raw material required by the developing home industries.
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m Procedures of Import and Export Transaction #1003 57

The procedures of an export or import transaction are so complicated that it may take quite
a long time to conclude a transaction. Varied and complicated procedures have to be gone
through in the course of export or import transaction. From the very beginning to the end of the
transaction, the whole operation generally undergoes four stages: preparing for exporting or
importing, business negotiation, implementation of the contract, and settlement of disputes (if
any). Each stage covers some specific steps. Since the export and import trades are two sides of
the same coin, and one country’s export is another country’s import. We will take the procedures
of export and import transaction on CIF basis in the following diagrams to illustrate the general
procedures of export and import transaction. Before proceeding to the following units, we’d
better keep these general pictures in mind.
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1. Procedures of Export Transaction &R Z8IEF

We take the procedures of export on CIF basis as an example. Under a CIF contract, the
export transactions usually include the following procedures: preparation for exporting, business
negotiation, signing a contract and performance of contract. Therein performance of contract
includes goods preparation, inspection application, declaration for the Customs, shipment of
goods, cover the insurance for the goods and document preparation for bank negotiation. See
Figure 1-1.
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Figure 1-1 Procedures of Export Transaction on CIF basis
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2. Procedures of Import Transaction #0585

So far, we have studied the general procedures of export transaction and dealt with different
stages and steps from the exporter’s angle. Having been familiar with the process of the export
business, we find it much easier to understand how an importer handles his import business.
When handling an import trade, the trade conditions and terms an importer is striving for are
sometimes just the opposite to those he does in an export trade. The terms of delivery have the
same meaning regardless of whether being an importer or an exporter. The knowledge we have
acquired from the previous sections is also applicable to import procedures. With the
fundamental knowledge of export procedures we can grasp the essential points of import
procedures easily and manage import trade well and smoothly.

The general procedures of import transaction can be summarized as follows:

1) Conduct market investigation.

2) Formulate import plans for a certain commodity.

3) Send enquiries to the prospective sellers overseas.

4) Compare and analyze the offers or quotations received.

5) Make counter-offers and decide on which offer is most beneficial.

6) Sign a purchase contract.

7) Apply to a bank for opening a letter of credit.

8) Book shipping space or charter a carrying vessel for taking over the cargoes, if the
contract is in terms of FOB.

9) Effect insurance with the insurance company upon receipt of shipping advice.

10) Apply for inspection if necessary.

11) Attend to customs formalities to clear the goods through the customs.

12) Entrust forwarding agents with all the transport arrangements from the port to the end
user’s warehouse.

13) Settle disputes (if any).

We take the Procedures of Import Transaction on CIF basis as an example. See Figure 1-2.
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Figure 1-2 Procedures of Import Transaction on CIF basis
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3. Basic Documents Needed in Export and Import Transaction #4052 S ERE
BB

An import/export transaction usually requires a lot of complicated documents because it is
difficult to make many different arrangements when one firm is dealing with another on the
other side of the world. The number and type of documents needed depend on the specific
requirements of the exporter and importer. Generally, the documents needed include the
following, see Appendix on page 231.

1) Sales Contract/Confirmation

2) Letter of Credit

3) Amendment to L/C

4) Commercial Invoice

5) Packing List

6) Bill of Lading
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7) Inspection Certificate

8) Certificate of Origin

9) Insurance Policy (Certificate)

10) Bill of exchange

BEH O 5l FEF L RE AR FAERS T, BEERRSHRH, mhix
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Business Negotiation 3 S#&E

If a foreign company is interested in buying the exporter’s products, negotiation should be
organized. Business negotiation plays a very important role in the conclusion and
implementation of a sale contract. It has a great bearing on the economic interest of the parties
concerned. What should be negotiated while negotiating includes all the terms based on which
the contract is going to be concluded: the name of the commodity, quality or specifications,
quantity, packing, price, shipment, insurance, payment, inspection, claims, adjustment, force
majeure, etc. Among all these terms, the name of the commodity, quality or specifications,
quantity, packing, price, shipment, payment are usually considered as the essential terms in a
transaction. The rest are general transaction terms, which can be printed on the back of the
contract.

No matter what way the negotiations are held, in general, they consist of the following links:
enquiry, offer, counter-offer and acceptance.
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1. Enquiry 6&

An enquiry is a request for business information, such as price lists, catalogue, samples,
and details about the goods or trade terms. It can be made by either the importer or the exporter.
On receiving the enquiry, it is a regular practice that the exporter should reply to it without delay.
In foreign trade, enquiries are usually made by the buyers without engagement to get information
about the goods to be ordered, such as price, catalogue, delivery date and other terms. Enquiries
may be either dispatched by mail, email, fax, or handed to the suppliers through personal contact.
So, that is to say an enquiry (enquiry) is, in fact, a request for information on price, trade terms,
etc. An importer may send out an enquiry to an exporter, inviting a quotation or an offer for the
goods he wishes to buy or simply asking for some general information about these goods.

According to the content or purpose, an enquiry may be either a general enquiry or a
specific enquiry. If the importer wants to have general information of the products or
commodities which the exporter is in a position to supply, he may ask the exporter to send him
a catalogue, a brochure, a price list and samples. This is a general enquiry. If the importer intends
to purchase a certain product or commodity, he may ask the exporter to make an offer or a
quotation on this product. Such kind of enquiry is called a specific enquiry.

There are two forms of enquiry: oral and written. For the written enquiry, there will be fax,
telex, email, letters and enquiry sheet. With the fast development of technology, telex is now
less used, and the cable is no longer used. An enquiry is an exploratory business contact, so there
is no legal binding for both the buyer and the seller. As per the customary practice, the enquiree
should answer to the coming enquiry at the time when he receives it.
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2. Offer %%

An offer is a proposal made by sellers to buyers in order to enter into a contract. In other
words, it refers to trading terms put forward by offerors to offerees, on which the offerors are
willing to conclude business with the offerees. An offer can be made by a seller, called selling
offer; it can be also made by a buyer, called buying offer or bid. In practice, most offers are made
by the seller. There are two kinds of offers, one is the firm offer, the other is non-firm offer. A
reply to an offer which purports to be an acceptance but contains additions, limitations or other
modifications is a rejection of the offer and constitutes a counter-offer.

1) The Conditions to Constitute a Lawful Offer

There are clear stipulations in the United Nations Convention on Contracts for the
International Sale of Goods: Article 14(1), A proposal for concluding a contract addressed to
one or more specific persons constitutes an offer if it is sufficiently definite and indicates the
intention of the offeror to be bound in case of acceptance. A proposal is sufficiently definite if it
indicates the goods and expressly or implicitly fixes or makes provision for determining the
quantity and the price. Article 14(2), A proposal other than one addressed to one or more specific
persons is to be considered merely as an invitation to make offers, unless the contrary is clearly
indicated by the person making the proposal.

According to the United Nations Convention on Contracts for the International Sale of
Goods, a lawful offer should conclude the following parts:

(D There will be specified offeree.

2 All the contents in the offer should be very clear.

®) In the offer the bindings of the transaction for both parties should be clearly expressed.

@ The offeree should receive the offer within its validity.
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2) The Offer Comes into Effect

It becomes effective when when it reaches the offeree. The time validity or duration of an
offer refers to the binding time of the offeror over the offeree, which is the time limit for the
offeree to accept. When the offeree accepts the offer within its validity, the offeror should assume
all the responsibilities in the contract stipulated by the offeror, but if the offeree does not accept
the offer within its validity, the offeror doesn’t bear any obligations stated in the contract. So the
time validity of an offer is a binding condition for the buyer and the seller. There is time validity
for any offer, some will have specific and clear expressions for time validity, some are not so
clear. The stipulations for expressing time validity can be either firm or non-firm. There are
ways for stipulating firm offer:

(O Stipulating the latest accepting time, such as: The offer is subject to your reply reaching
here by March 20, 2011.

@ Stipulating a period of accepting time, such as: The offer is valid/open/effective for 5
days.

Because of the time differences in the world, there should be a very clear stipulation for the
stated time. In practice, the offeror prefers to adopt his end.
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3) The Withdrawal of an Offer

The withdrawal of an offer refers to the fact that before the offer reaches the offeree, which
is to say before it begins to come into effect, the offeror withdraws it. As to when a withdrawal
of an offer can be accepted, there are stipulations in the United Nations Convention on Contracts
for the International Sale of Goods: Article 15(1), An offer becomes effective when it reaches
the offeree. Article 15(2), An offer, even if it is irrevocable, may be withdrawn if the withdrawal
reaches the offeree before or at the same time as the offer.
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