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Chapter One Practice on
International Trade

International trade originated from slave society. Along
with the development of labor productivity, labor division
and commodity exchange appeared. When such exchange ac—
tivity developed to a certain stage and exceeded the national
boundaries, the international trade emerged.

In this chapter, we will focus on the definition, fea—

tures, principles as well as customs and practices of interna—
tional trade.

Section One International Trade

I . Definition of International Trade

International trade refers to the exchange activity of
commodity between countries or regions. The word “commod—
ity” includes not only visible and material articles, such as
tin ingot, antimony ingot, but also invisible and non—materi-
al commodity, such as labor service, technology and other e-
conomic intercourses.

International trade is also called the world trade. From
the eye of one country or region, such commodity exchange
activity between countries and regions is called international
trade, while from the eye of the whole world, it is called the

world trade. In some countries like England and Japan, in-
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ternational trade is called overseas trade as these countries
are surrounded by sea. In China, international trade is also
called foreign trade.

II.. Features of International Trade

1. International trade is not only a kind of economic ac—
tivity, but also a part of activity concerning foreign affairs.

In international trade, both the sellers and the buyers
shall take economic benefits into consideration, cooperate
with diplomatic activities, carry out policies in diplomacy
and preserve good image of one country.

2. International trade is more complicated and difficult
than domestic trade.

As languages, laws, customs, practices, economic and
political circumstances, social systems, cultural back-
grounds, tradition, religion belief are quite different in dif-
ferent countries, international trade is definitely more diffi—
cult and complicated than domestic trade.

3. International trade has long lines, broad fields and
many taches.

As the sellers and the buyers are very far from each oth—
er in different countries or regions, international trade in—
volves many intermediate taches, long lines and broad fields
such as producer, importer, exporter; middleman, agent,
warehousing, foreign trade department, commodity inspec—
tion, the Customs, tax, foreign currency department, in-
surance, station, port and bank, etc. If one of these depart-

ments fails to execute its duties, the whole international
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trade may be affected.

4. International trade has more risks than domestic
trade.

The risks show in the following ways: market risk, for—
eign currency risk, transport risk, war risk, economic risk
and political risk.

5. Fax, telex, letter and e-mail are the main ways in
writing to contact each other in international trade.

6. International trade adds much importance to the sign—
ing and execution of import and export contract.

7. International trade is easily affected by international
political conditions. Severe competition may cause perpetual

commercial battles or trade barriers.

II. Principles to Follow in International Trade

According to the related laws and regulations or prac-
tices like U.N. Convention on Contracts for the International
Sale of Goods, in the course of negotiation, amendment, ex—
ecution and termination of contract, the following principles
should be observed.

1. Equality

Equality is the political basis of international trade. In
the course of negotiation, amendment, execution and termi-
nation of contract, the legal status of both the sellers and the
buyers are equal and protected by laws and regulations. Each
one is equal before laws. No party could impose his will up-
on the others, no matter who he is, rich or poor, strong or

weak, American or Chinese, Easterner or Westerner, etc.
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2. Mutual benefit

Mutual benefit is the economic basis of international
trade.

Each party wants to earn more money in the deal. If one
party benefits from the deal while the other party dose not,
such deal will be impossible.

3. Self-willingness and real expression of will

In international trade, no party can sign contracts by
such illegal artifices and means as force, defraud, trick,
frightening.

4. Fare and square

In the course of signing, execution and amendment as
well as termination of the contracts, both parties should stick
to principles of being fare and square as well as reasonable.
The clauses of contract should not be partial to any party of
them.

5. Sincerity and good faith

The trading parties should do business with each other
sincerely. Once the contract has been signed, they should
keep promises and honor contracts. '

6. Lawfulness

The negotiation, amendment, execution and termination
of contracts should abide by the related laws and regulations.
Any contract in violation of laws and social morality as well

as social orders and common weal is invalid.



Section Two Laws and Regulations and Practices

International trade may concern many kinds of laws,
regulations and practices. Sometimes, they are quite different

or even in contradiction with each other.

I . Definition of Customs of International Trade

Customs of international trade refer to those specific and
solid trading customs and practices formed gradually in the
long course of economic intercourse in the world, including
all kinds of principles, standards, rules in writing or non—
writing forms.

It is so interesting that such practices have no com-
pelling binding force upon parties originally. They are not
laws in nature. They can have binding force only when the

parties recognize or choose them in the contract.

I . Definition of Practice on International Trade
Generally speaking, international trade includes three
parts of contents: theories on international trade, policies on
international trade and practices on international trade.
So—called practice on international trade refers to ma—
nipulation activities of international exchange of commodi-
ties, including import and export. Such exchange activities

include goods and services as well as technologies.

HI. Principles to Use Laws, Regulations and Practices

1. International laws shall prevail before domestic laws.
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If both of the trading parties are contractors of the inter—
national law or convention, such international law and con-
vention shall prevail compared with their domestic laws. Nat-
urally, reservation clauses are exceptional.

2. Laws shall prevail compared with practices.

If pertinent laws have specific regulations about a cer-
tain issue or problem concerning the contract, the contrac-
tors shall first apply laws to their contract.

3. In case of no regulation of laws about a problem,
practice shall be adopted to solve the problem.

4. It should be mentioned that parties have right to
choose laws and practices for their contract. Laws chosen
have compelling binding force upon contractors. Practices
only have binding force upon trading parties when they have

been chosen as means to solve problems.

IV. Qutline of This Book

In this book, we attach emphases upon the manipula-
tion of international exchanges of goods, mainly including
the following contents:

1. Clauses of import and eiport contract, such as name
of commodity, quality, quantity, packing, trade terms,
price, payment, transportation, insurance, inspection, dis—
pute, claim, Force Majeure, arbitration.

2. Negotiation and execution of import and export con—

tract.
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Exercises and Cases

1. What are the features of international trade?

2. What principles do you think should a foreign trade opera—
tor follow?

3. Illustrate the customs and practices on international trade.



Chapter Two Name and Quality of
Goods

In this chapter, we will discuss the name of commodity
in detail, the importance of quality and the methods to stipu-

late the clause of quality in contract.
Section One Name of Commodity

In international trade, each commodity has its name.
Sales contract is a kind of agreement to transfer the owner—
ship of contract target, while each target has its specific
name. The name of commodity is the target of contract. From
the eye of law, the clause of name of commodity is one of

the fundamental clauses of sales contract.

I . Meaning of Listing Name of Commodity

What a sales contract sales is goods. All goods have
specific names and appearances, and occupy a certain
space. The ownership of contract target is transferred from
the seller to the buyer through execution of the contract.

In international trade, it is a rare case to deal by hand-
ing over the money while accepting the goods. Usually, it is a
long period of time from negotiation of contract to delivering
the goods. When trading parties negotiate a sales contract,

they seldom see concrete commodity. They negotiate and sign
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contract by the description of goods. It is very necessary to
stipulate in the contract the name of commodity clearly, or
they won’t know what to sell and what to buy.

In addition, the name of commodity constitutes an im—
portant part of the description of goods in the contract. Such
name is the fundamental basis to deliver the goods for the
seller and to take delivery of the goods for the buyer. The
name of commodity concerns the rights and obligations of
both the seller and the buyer. Should the seller fails to deliv—
er the godds in strict accordance with the stipulations in the
contract, the buyer shall have rights to lodge claims for com—
pensation against the seller. The Buyer even has the right to
reject the goods and to cancel the contract. That is why it is
very important and full of meaning to list the specific and
concrete name of commodity, the contract target clearly in

contract.

II. Clause of Name of Commodity

It is quite simple to list the name of commodity in the
‘contract. As a rule, the name of goods is just listed in the
column of name of commodity in contract. That is enough.

The stipulation of name of commodity depends on the
features and characteristics of the goods to deal in. For com-
mon goods, it is enough to list the name of goods in contract
to stipulate the clause of name of commodity.

For example: Silicon Metal.

Sometimes, as the goods to be delivered have different

categories and grades as well as types, it is usual to list the
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