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The first edition of International Trade Theory and Practice has been reprinted nine times
since it was initially published in 2003. Its popularity is beyond my expectations; but within
reason, because bilingual teaching in China’s higher education at that time was just starting and
few textbooks were available. However, this edition has left some regrets due to my limited
bilingual teaching experience, extremely scarce reference books and time constraints in
compilation back then. Fortunately, today, the preparation conditions have greatly improved: on
the one hand, more than six years’ bilingual teaching experience of mine offers a strong practical
support; on the other hand, modern network provides a great deal of academic resources.

I have worked day and night for nearly one year to prepare this manuscript and it is of great
pleasure to see this new edition to its completion. As a matter of fact, this text is not so much a
new edition as a new book, as it retains only about one-third of the first edition.

The basic idea of bilingual teaching is to help students not only master professional
knowledge and skills, but also improve their professional English significantly through the
integration of professional instruction and English language teaching. As such, the teaching
objectives of this course are identified as: (1) to help students comprehend the basic theories and
policies of international trade, to grasp the basic provisions of the import and export contracts, to
understand the process of negotiation and formation of the contract from a legal point of view,
and to be familiar with the details of performing import and export contracts; (2) to enhance
students’ capability in reading professional literatures, obtaining the latest professional
information, and professional communication with the help of English; (3) to help students
change their way of studying English from a theoretical approach to a hands-on applied approach,
in order to consolidate and improve their English proficiency.

The book is divided into two halves, devoted to trade theory and policy questions and to
trade practice questions. The two halves can either be used alone or simultaneously. Thus, the
course on “International Trade” can be based on Chapter 1 through Chapter 10, and the course on
“International Trade Practice” can be based on Chapter 11 through Chapter 18, and the course on
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“International Trade Theory and Practice” can be based on the whole book.

Compared with the first edition, this textbook has the following distinctive changes:
(1) Expanding the part of international trade theory from one chapter to three chapters, so that the
contents of trade theory are more substantial; (2) Necessary revisions have been made to all
chapters, particularly “BOX”s are added to complement the basic knowledge; (3) Basic economic
analysis tools of micro-economics are employed to analyze international trade theories and
policies; (4) More explanatory notes are used to explain terms or concepts; (5) All key terms and
new words are noted in Chinese to uniform the Chinese translations of key terms as well as save
students’ time in looking up the dictionary. -

This book is accompanied by a Workbook which is also published by the University of
International Business Economics Press, around the same time. Corresponding to this book, the
Workbook also covers 18 chapters, incorporating overview, teaching purpose, summary, sample
examine questions (including defining the concepts, questions and problems, multiple choice
questions, true or false question, case study, calculation, etc.) and answers. In addition, there is a
set of review questions and answers.

The readership of this book are undergraduate students majoring in International Economics
and Trade, Finance or International Economics, as well as those who have passed the CET-4
(College English Test Band Four) and have basic knowledge of microeconomics and are now
engaging in or prepared to engage in international economics and trade activities.

I would like to thank the University of International Business Economics Press for
publishing this book. I am also indebted to the support of the State-level Bilingual Teaching
Demonstration Project (No. XM0823) funded by the the Ministry of Education of the PRC.
Thanks also to GOOGLE for providing extremely resourceful English e-books. Finally I am
grateful to the authors whose works have been consulted in my preparing this manuscript.

I would appreciate any comments, corrections, or suggestions that faculty or students wish
to make so I can continue to improve this text in the years ahead. Please contact me!

Sufang Zhang
Email: zhangsf@necpu.edu.cn

v



ontents mm=

Section I International Trade Theory and Policy

CHAPTER 1 INTRODUCTION TO INTERNATIONAL TRADE :+:stesrssssuresssansnissninisinnini. 3
§l The Reasons for International Trade:-«-===«=s=ssserrrrrmmreiemi s e 3
I T D e =l n = 1ot o) 1 1 T e L L LR PR L LR 4

2 Economic DS LG+ * =+ e e e e m e L s s s e 4

3' Other D TTn ) 1 - T e LT T e P CT TP 4

§2 The Differences between International Trade and Domestic Trade:«-«=+s«ssesrssnsemmranssiansinnes 5
1. More complex Fere) 111~ AT e T T e L L PU P T ETCT LT P T PR 5

2' More dlfﬁc“lt and nsky ................................................................................................... 5

3. ngher SkiHS required .................................................................................................... 6

§3 BaSlC Concepts Relatlng to Intematioual Trade ..................................................................... 6
1' visi‘ble u-ade and invisible trade ....................................................................................... 6

2. Favorable balance of trade and unfavorable balance of trade:««-:=ssssseerssesssssnssnissisisnn, 9

3. General trade Syslem and SpeCial trade Syslem ................................................................ 12

4. Volume of international trade and quantum of international trade:««:«+-+sssesererearrasssserass 13

5. Commodity composition of international trade::«=-=«+-sssrerrsrmsesmsrmsssni 14

6' Geographlcal COmPOSitIOI’I Of 1ntemat10nal trade ............................................................. 15

7. Degree of dependence on foreig:n trade = -sresrerrrrrrriiiiiii s s s e 18
CHAPTER 2 CLASSICAL TRADE THEDRIES cswosessmmussstuassimssinnesmess s o sasasinisiss 21
§ 1 Merca.ntilism .................................................................................................................... 292
1. The development of mercantilist thought -++-+++++sseseserssersesismissmmiinitiitisis s 22

2. The mercantilist economic System .................................... T LA — 23

3. Economic policies pursued by the mercantilists:: = =ssssesersemssmssmsmsiiiniin e 23

. DISCUSSIOIIS +++++++#++++se+1esss0etsenasearastaessnsstoetsnsstsssuesniantusenssnsassusessastasssressasssbessssnsnsnssnsrsssasss 24

§2 David Hume’s Challerlgc 10 MercantiliSmm «-«=+-ssrsrereerrereretanmttatitirteatasstars s sranasasann 24



1. Assumptions of price-specie-flow MEChanism -+ swessesssessssasssemsssansserissinsensssinssenaeses 24

2 The price-specie-ﬂow MEChANISIN -+ sereerrrrrr e s 25

§3 Adam Smith’s Theory of Absolute Adva.ntage- 26
1. Assumptions of Adam Smith’s theory of absolute advantage «+«-==-===ssersssmsasssmssesssenenens 26

2. Challenge to Mercantllism ............................................................................................. 27

3 Example ....................................................................................................................... 28

§4 David Ricardo’s Theory of Compal‘ative Advantage ........................................................... 29
1. The concept of COMpArative advantage + - +swsssssssssssssssesssmsssssssssssssesssssssssnsnssensess 20

2. Example ....................................................................................................................... 30

3. Analysis of the theory of comparative advantage by using modern tools - «+«+++wssreseereneess 33
CHAPTER 3 NEOCLASSICAL TRADE THEORIES ................................................................ 37
§1 Gains ﬁ'Om Trade iﬂ Neoclassical Trade ‘I'heory ................................................................. 37
1. hlcreasing Opportl.mity costs on the PPF cocecererememmiii s e 37

2’ General equihbnunl and gains m autal-ky ........................................................................ 39

3. General equilibrium and gains after the introduction of international trade «--++-+++=+++=++- 39

§2 Reciprocal Demand 'I‘heory ............................................................................................... 41
1.A country’s Offer [ 81 7~ BT T P O T e PP P 41

2_ Tl'adlng equllibriuln ....................................................................................................... 43

3. Measurement of terms of trade ===+« o s 44

§3 FactorEndﬂWment 'I'heory e B R PR T P PP 45
1. Factor intensity in production: -+ -+ +wsseessesssussssmmsisssesssi s iss s ssssss s 46

2. Factor endowments, factor prices, and comparative advantage: =+ s=rererercrennnenea 47

3. Assumptions of the factor pl'OpOrtiOﬂS the()ry .................................................................. 4é

4’ The HeCkSCher_ohlin theorem ....................................................................................... 49

5. An example to illustrate H-O theorem -« -«=-ssssssssssasasssssisssssisisssinmtiissisnsssnsissns §()

6- The factol- pl-ice equalization theorem ............................................................................. 51

7. The Stolper-Samuelson theorem: -+ +ss+ssssrsrsssssrssinmisisistii e 52

§4 The Leontief Paradox—An Empirical Test of the Factor Proportions Theory ««+«:=+=+s2s22-- 53
1. The Leontiefparadox .................................................................................................... 53

2. Suggested explanations for the Leontief Paradox and related theories:««««+++«+sssssssearenenc 55
CHAPTER 4 POST-HECKSHER-OHLIN THEORIES OF TRADE ++eseseeseresssusususssiuiinsanannnns 57
§l The mduct Cycle T'heory ................................................................................................. 58
1- "['he imltalion lag hypothesis .......................................................................................... 58

2. The product Cycle theory « - ssrssessresssasisisissssssiss s issasessses st sssnasssaen 59

§2 The Linder "["heol-y ............................................................................................................ 62



l - Assumptions Of the Linder theory ................................................................................... 63
2. Trade comes in the overlapping ranges of product sophistication =:+«:««s«ssssssessssssasessasaseess 63

§3 Intra-lndustry Trade Theory .............................................................................................. 65
1. Explanations of intra-industry ErAdE rrrrrerereemrernrnr ettt s s 66

2. Measurement of inn-a_mdusu-y trade roreerererre s s s 6‘?
CHAPTER 5 IMPORT PROTECTION POLICY: TARIFES «eereeeererresumnessnsnsaransessrasensnsacansnes 70
§l Ty-pes Of Impon Tari:&“s ..................................................................................................... 71
1_ In terms Of the means Of COllECthﬂ ................................................................................. 71

2‘ [n terms Of thc different tariff rates apphed ..................................................................... 72

3. In terms of special pUrposes fOr COILECHION «++++++++++ssessesstrssrususiassistsissi st 77

§2 The Effects of lmport Tariffs «orereeererermmsermmimiii s 81
1. Concepts of consumer surplus and producer surplus:::«ssssssesssrmsannrn, 81

.1 The Welfare eﬂ‘ects Of “nport tari:ﬁ‘s ............................................................................... 81

§3 Measurcment of lmpol—t Tanffs .......................................................................................... 83
1. The “height” of ImPOrt tAriffs:s++++sssessessessemssesssmssissisiiiesisisisssiess et 83

2. Nominal versus effective tariff Fates «--=-««+r=s==rrrrerrsmrsrrassassressssinrnassassesnssnssesssansasssnnsnns 85
CHAPTER 6 IMPORT PROTECTION POLICY: NON—TARIFF BARRIERS +:weeeeerrereeenceenss 88
§1 Forms of NoOn-tariff Barriers -« - - s 88
1. QUANLitY CONEIOl MEASUTES «++++:+swsssssssrassssensss sttt 89
e IO TR s o e R A R B SSS e Saeros -91

3. Para_tariff B0 (=02 1o 11 £ = R T e e L L e L L e P e C L ELE R EEEE LR L E PR ETR LR 9]

4. FINAIICE INIEASUIES *++++++++++ereteersnnsstamnnssae st te s aae s e st e s n e s e e s s s se s ab et s et s s e s e a e as 92

5. Anti_competitive B0 1=r: 110 ) =1 R e L T e L P e OO T TR ETE R 93

B M LT iE0 OB T g veveasessm vt e AR S TS o R NS5 GO AR SRR s S S S s 93

§2  Effects of Non-tariff Barriers - - -wrsssrsssmesscsssssssusssssssssssisssssissssssssssssssssssssssesssssin: 9
1. The effects of an iMPOTt QUOtar+++++++++ssrsreessssrsssessssemssamssssss s sssss s 97

2. The effects of a subsidy to an import-competing industry ««++s«-ss«sessesseissessiniiininiisineenne 99
CHAPTER 7 EXPORT PROMOTION AND OTHER POLICIES +:essevesersessssssssesssnescnannnns [ 0]
§1 Export Subsidy and Production Subsidy «+«+++srsssssssesessessmssinmisisinss s 101
1. Export subsidy and its effects:« -+ -sssressssesesseesssssssnsisis s 101

2. Production subsidy and its effects:-««+-++-+ssesrsesessrmunmnssttttii 103

§2  Other EXport Promotion Policies: -+ +sssessssssssmntsssssins ittt 106
1. Devaluation of ROME CUITENCY w++++++++sseesseerssesssemsassssssssassssssssssssssssssssssssssassssnsssssessaresses 106

2. Commodity dmnping ................................................................................................... 106

LS e A Py FN P 108



§3

§4

§1

§2

§3

§1

§2

§3

4. Special trade Zome s« +«=«+sseserererstntsttttei e
5. Export promotion PIOGTAINS *++++++¢10+10siresessasnsnsnsanansuentatassasnansisasacasssiatasiastissasnstsssssssnss
Export Restrictions and Import Promotion POLICIES =++=s=ssssssrssssrressssasrarsasssmnsmnnastasnansnnassanans
1. EX]JOIT restrictions pohcms*“ 116
2' lmport promotion p{)licies ..................................................................
1. Introduction to trade SANCLIOMNS +++++=+=+ss++srrrrararssssssmsmsuiniarinusssssraranne
2. Effectiveness of trade SANCHOMNS -+ ++=rrsrssrersssasmstsasturiniasitinnantnianaanes
CHAPTER 8 ARGUMENTS AGAINST FREE TRADE :++e-ssssssssssersssassasssnsssscniesinssssiesaneaes
1. Infant industry argument:«-:++-s+ssssessssensucsrsssnsnsnesssssssssansnsnsennensaracases
3. Balance of trade argument .................................................................

4 Tanffto reduce aggl'egate unemploymentargument......................................................

5. Fair competition argument -~

6' Natlona] secmty argmnent ................................................................
2_ Exporl subSIdy m duopoly .................................................................
1. Median voter model - =+ --s++srssrrrreriessanrrassnnerrasnnranassnssses s aeassnnasseas
2. Collcctive action theory .....................................................................
3_ Contribution iﬂ political campaigns ....................................................
Types of Regional Economic Integration««-:«:-«-sssssseenssssnisnsrssniicsininenes
l’ Prefel'entlal tanff arrangement ...........................................................
D Free trade Qreas - s --sssssssssresssssesesssrsssssesssssesssssassssssesssssesssssssssssessssasesssssesssssesessens
3‘ Customs union ..................................................................................
The Static and Dynamic Effects of Regional Economic Integration
1. Static effects of regional €CONOMIC INEGIAtION - +++++s+rrsssesrssssssrssssinstassi s
2. Dynamic effects of regional economic integration---=-s===+«+++sssssssseasarrrassss =142
Economic Integration in Europe, North America and Asia
l_ Economic i.ntegratlon m Europe B

-109
- 111

116

118

- 118

118
120
122
123
123
124
126
126

128
129
129
131
133
133
135
136
137
137
138
138
138
139
139
141
141

143
143



2’ Economjc integratioﬂ in Nonh America e T T T L IR L LN L T IR LT T 148

3' Economjc [ﬂtegrﬂtion in Asia........................................................................-.............. 152
CHAPTER 10 GATT and ALY I T e e SUT L CL L TR LU R LURPRRIS P PRLLD: 157
§1 GATT ............................................................................................................................ 157
2. The GATT’s activities: eight trade negotiation “Rounds” «+++=sssssessrserassesnsercrsracas 159

3. The Uruguay Round of trade negotiations -+ -« ssswsesereuserssmressiusunisinmssasenacaeees ] 60

4. TWO GATTG ++ererreeesrresesrttmmnrtsette et e s S e R E S e S e E e e e b s e b e br e 164

5. WTO vs. GATT: mMain Qifferences -+« --+s-s+sssesrsersssesssnssssssssssssasssssssssssnsassasssssssees 165

92 WV T roerrrremrrenntta ettt et e a s s s et st ettt a st e st e e 165
1. ATl OVEIVIEW +s0+t1esassurtesssanstessesnsseassosastassssastesssossstassonastassosssstsssssanaansossatnsssnassasnsrsnens 165

2. The fundamental principles of the WTOrw++-sswsseesssrssseusmssssssmssmssssss s sssssassssssinses 166

4, WTO AIEEIMENLS «++-+++s+esessresrseastsssas sttt s s 171

5 NIniSterial CONTAPENEES w=-=rrsss=r=rrasramasrsssnsnnssessonanressasnsasnsssnasessssnassssssarsssssssqsrisssnssaisss 176

1. China’s 2ccesSion t0 the WT -+ +-seserersesssmsrrsssarisessssesesessesersssssssssesessssersssonsasssssanens 177

2. Opportunities and challenges to China ««+-«+stssseserssmrerssimesitn e 178

Section II International Trade Practice

CHAPTER 11  INTERNATIONAL TRADE TERMS :+++essssssrsessssarsassarssranssnssrsessnnesressansersesannsns 183
§1  INCOTERMS 2000 weesresresersesssssassssssssssssssessssssessssssesssssss s s snsesans 184
1. THE T016 OE tEATlE TERINE s evressrstrsrevassarrarsvmsvercamnsparassrsssser mamressssynessins s ns s ENuS SR REATEARTSRRSE 184

2. INCOTERMS 2000+ +++++++1sssssssussusssssasssssssssnsnsunsinsrsnsessssnnmrssresssssssnrsarsansasassssannnosansssss 184

§2 FOB, CFR and CIF -+:-sssssssessssssssssmsssssssssstssissistsssss et s 187
1. FOB—Free on Board (named port of shipment): - +«-wssssssssssssssssemsssssssesnsiensensinnns 187

2. CFR—COSt and Frelght (naﬂ'led port Of destination) ................................................. 188

3. CIF—Cost, Insurance and Frelght (named port ofdestmatmn) e |1

1. FC A—Free Carrier (named place) -+« +-swsssesserssmsemsessss st 190

2. CPT—Carriage paid to (named place of destination) «=++:+sssssessesrersicsinininiiiiininin. 19

3. CIP—Carriage and Insurance Paid to (named place of destination)-+=-+=+=s+=ssessereenes 9]

§4  Other Trade TErms =+ w+s+swsserressssssrsssssesscsssses st et s 191
1. EXW—EX Works (named place):+--+--ssssresserssrsssrmsrsssissssssmsnsssssssssssssssssesssinsss 19



2. FAS—Free Alongside Ship (named port of shipment):«««-«ssssswsusssssssssissssencnsenne 192

3. DAF—Delivered at Frontier (named place) «+---++sssssresessssssssismsesssssssssinnssesensss 192

4. DES—Delivered Ex Ship (named port of destination) «««:::sssssssssssssssnsnsnsnsssnssnness 193

5. DEQ—Delivered Ex Quay (named port of destination)::««+-sssssssssesssessassurucrsusennanes 193

6. DDU—Delivered Duty Unpaid (named place of destination)::«:=:=sssssssesssersesrenennes 193

7. DDP—Delivered Duty Paid (named place of destination) -«---«-«-sssesssesasasesensnssnnes 194

§5 Shipment Contract and Choice of Trade Terms -+« «sssesseseseese R R 195
1. SHIPMENLE COMMIACE +++++++sesessessessnsesrassastesussustsns sttt et 195

2. Choice OF trade terms ++--++=+=s+=rsrrsrserserranssrerssnsarsarssnssssnsansarsarsasassessansassaesnssssassanasssnsnns 196
CHAPTER 12 QUALITY, QUANTITY, PACKING AND PRICING tesererreesnrenassanisnsanens 197
§ 1 Quahty .......................................................................................................................... 198
1. Name Of COMMIOQity++++++++ssstrssetsassssmssssmsssiuimns ittt st 198

2. Methods of expressing quality of commodity in the contract: ~ 198

3. Quality clause in the CONLTACE +++++++++s+ssesserrrsrssmssmssnsess st st 201

82 QUAIIILY +++eseeesseseset ettt 202
1. The systems of weights and MEASUTES -+ sssrsessssstrimtisssinn s 202

2. QUANLIEY UDIES+++sresseressstn ettt bt st s 203

3. Methods for calculating Weight «--«---sssssrreresssssesmnsss et 203

4. Quantity clause in the CONLTACE -+ -wsswwserssrrsssmssssnsssss st sars sttt 204

§3  PACKIN +ererererrsersesees et s 205
1. Types Of transport PACKING -+« ++++ssssssssssssssssssusmsssittist sttt st 205

2. Marks On transSport PACKIm -+ +«++++++sssesssssssssustssuntssisitssts st e 206

3. Neutral Packing -+« --ssssrressarsrsrsssrss sttt e 208

4_ Bar Codes .................................................................................................................. 208

5. Packing clause in the CONLIACE -+ wrsemsssssmsssmsssmssisissss s 210

§4  PLICHI +rereereressesm e 210
1. Points to be considered in pricing:----««-=-ssssrosssmsmsmrm e 211

2. Choice Ofcurrency for accounting and J01:37 111 1| R TR TS 211

3. Commission and diSCOUML *===r=+==rr+eerrrsrerssrmmminteiraietre sttt arnr s e s snrnssresnes 212

4. Cost accounting in export .......................................................................................... 214

5. Price clause in the contract =« = = s s s 215
CHAPTER 13 INTERNATIONAL CARGO TRANSPORTATION serserursssassnssussusananasnanns 217
§1  Modes Of TraAnSPOrt s+ sssesstssessmssssissssssis st s 218
1. OCEAN LTANSPOTE #++++evstesusmsssrsa ettt 218



§2

§3

Major Shipping Documcnts ...................................................... T L L R Lt L
1. Blll Ofladlng (B,"L) ...................................................................................................
2' Other Shlppmg documents .........................................................................................

Shipment ClANISE +rrrerrerreresrernasssns sttt s a s et r e s s s s s et a bttt s
1 ] Time Of Sh.ipment ......................................................................................................
2. Port Df shlpl‘nent and destinat:ion ...............................................................................
3. Partlal shlpments and msshipment ..........................................................................

CHAPTER 14 INTERNATIONAL MARINE CARGO INSURANCE -++esserereeerarsmsssesssnensaseees

§1

§2

§3

§4

Peﬂls and Losses m Marine Transport ...........................................................................
2. Ocean average and Charges .......................................................................................
Ocean Marine Cargo Clauses of the CIC .......................................................................
1. Basic ocean marine cargo ITISUITATICE =+ ="+ * =+ srerterssnenessraminionsssssssssissarissrsnsassssassrsnansnse
2. WW clause ...............................................................................................................
3. Addltlonal nSkS .........................................................................................................
I.nStltl.lte Cafgo Clauses (ICC) .......................................................................................
1. ICC(A) ......................................................................................................................
2. ICC(B) ......................................................................................................................
3. ICC(C) ......................................................................................................................
1. hlsurance clause 1N the CONtract -« = = e s

2, Insurance practice in China’s export and import:««==:s=ssssssssssrsssarsssimassssassasunssessanans

CHAPTER 15 |NTERNATIONAL PAYMENT ......................................................................

§1

§2

[nstrumcnts Of International Payment ............................................................................
2. Promissory b1 10 |1 < T T T P T LTI P
3. Cheque ......................................................................................................................
Remittaﬂce a_nd Collection ............................................................................................
l. Rcmittance ................................................................................................................
2. COllecﬁﬂﬂ ..................................................................................................................

245
245
245
248
248
249
252
253
253
253
257



§3

§4

§5

Lette.r ofCrf:dlt ............................................
1. Definition of letter Of Credit:--------srsesrreremrimeaieeniira s
3- Procedure for lcttcr Of Credi.t Operaﬁons ....................................................................
4. CO‘DtC‘ﬂtS of a letter Of credit ......................................................................................
5. Features Oflettcr Ofcredlt busiﬂess e e E eI AR ARSI NS a AN SRE R TS a TR NSRS ATy
6_ UCP6OO ....................................................................................................................
7‘ Classiﬁcation Of letters Of credit ................................................................................
Baﬂker’s Letter Oquaranlee ........................................................................................
1‘ Panies toa banker’s letter Qfgllal'aﬂtee A EER SR e AR RSN Aa R RS R e R R A SRR AR SRS a SRR a A
2. Types Ofban.ker,s letters Ofguarantee P P T P PP P PP PP PP
3. Differences between letter of guarantee and letter of credit -« --srrresmmmnesnniniene
Tenns Of Payment in the Cont-ract .................................................................................
1. Payment by remjttance ..............................................................................................
2. Payment by COlleCt‘ion ...............................................................................................
3' PayTnent by lettel' Of credit ........................................................................................

CHPATER 16 INSPECTION, CLAIM, FORCE MAJEURE AND ARBITRATION:«+sseeseeeee

§1

§2

§3

§4

X1I

CommOdity INSPECHON -+++++++++wssrersrsssssssussurmrsrissmsssissssssssssssss s st
1. Importance of commOdity INSPECHion «++ -+ +wsxsesssserssemssssssssssssssssssssssnssssssssssssssisesses
2. Time and places of coMMOdity iNSPECHion:+++++-++=+sssrsssesssesssssmsssisssimsssisssinsssssisesses
3. Commodity inSPection body«+ -+ ++sessseesserssesmsssssssiasssssssssssis s
4. Commodity inSPection Standards:- -+ wssesersmmsmmsmisimssississssssiss s
5. Commodity inspection clause in the CONtract «+++wwesessusmsrsseessnessisssssisississseniass
O A s S A e s T T D
1. Liabilities OF Breach of cOttiaohs:swisies s i oo siviheimsdeniasin sviius liogssigs searonse
2. Claim clause in the contract -+ e R R
FOTCE MAJEUEE ++++++++cs+rsersesssensssssssss st s s b
1. The meaning of fOrCe MAJEULE:++++++++++swrsserssrrsrsssssmsisrasesss s s
2. The consequences of fOrce Majeure -+ - swsseersesuerssrsmmssssssisssisssissssassssssssasisssiss
3. Force majeure clause in the CONMIact: it sssssasssnsnans
T R w3 A R S S35 A B G A S S DS
1. The ways of settlement of diSputes -+ -+ serssrssssrssimmssmsmisissssisississssssesessnssnsesees
2. Foatures O arDIErAtIOR » svims s ssvisisiariinsmenssiadsste rrissasosi s vasbesid b s mosovivsan on e ninss




3. Advantages over court procaedmgs

4. Arbitration agreement---- =295

5. Enforcement Ofan awand .......................................................................................... 297
CHPATER 17 NEGOTIATION AND FORMATION OF CONTRACT -s-sesesseeerssenensasaceeess 301
§1 ].Dtematlonal Trade Negotlatlon ..................................................................................... 301
1 Enquiry ..................................................................................................................... 301

2 Oﬁ'er ......................................................................................................................... 302

3. COUNTET-OFFRLr++++++++rersnsssresessssstasaustatasssssssneiasistesisssssasssn st assassstessassnnssssessnnessansinnens 302

4. Acceptance ......................................................................................................... 302

§2 Fomlation of Contract ................................................................................................... 303
1 Oﬁ‘er ......................................................................................................................... 303

2. Acceptance ................................................................................................................ 306

3. FOormation Of COMITACE --==++=++=rrrrrrsrrrsmsrsmrininiiiiirsttaiaisa ittt asassnsns 309
CHPATER 18 IMPLEMENTATION OF INTERNATIONAL SALES CONTRACT =-:eeeeeee22: 312
§1 Cargo Readiness ............................................................................................................ 3 13
1. Contractual quantity, quality and packing conformity requirements -««-«=-=«ssesesseeecee 313

2. Fitness for ordinary and particular purposes ««-«-«-s«=sssssserssassssrssusnssisrsinsnens 313

3. To timely fulfil the obligation to deliver -« tesrsrreremnrmsssmmscnriniciiinnnes 314

4. Ensuring freedom from third party claims -=--«-«--rereseressesemesmsmnsensnnsiss e 315

§2 Examination of and Amendment t0 the L/C «wsseesersersssersmrssssssmssiassssnsassssinnnnes 316
1 Urgmg the Opening Of L‘J’C ................................................................................. 316

2 Exammmg UC .......................................................................................................... 316

3 Amendment to L',‘C .................................................................................................... 318

§3 Shipment, Insurance and Customs ClEarance -+« -« ssesessssmsssisssissimsisusssncnsisnns 318
l Shlpment ................................................................................................................... 318

2 Insurance ................................................................................................................... 318

3. CUSLOMS ClEarAmCE = = v ==+ e s e tmrrrn it s r s s s r st e bbb e 319

§4  DOCUIMEIEALIQN +++++++wsseseressssssstsusstsssas sttt R e 319
1. Quality requirements for dOCUMEIES:+++++++++++s+sssrestrrssustrmttsiitisin sttt 319

2. Period of time for presentation of documents -««-«--+sesseessssssncrerrsmsnssnsnssrn 320

3' Types Of documents rcqun-ed by the Cfcdit ................................................................ 320

§ 5 Settlement of Export Proceeds in Foreign Exchange ..................................................... 324
1. Three ways of settlement of export proceeds in foreign exchange in China--------+----- 325

2. The ways of handling discrepancies between the documents and the L/C «+++++ereeeeee 325



